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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


TUESDAY, JULY 19, 1955 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10 a. m., caucus room, 
Old House Office Building, Representative Earl Chudoff (chairman 
of the subcommittee ) , presiding. 

Members present: Representatives Chudoff (presiding), Dawson, 
Moss, and Jonas. 

Also present: Orville S. Poland, general counsel for the Committee 
on Government Operations; James A. Lanigan, counsel for the Sub- 
committee on Public Works and Resources; and H. Vance Austin, 
associate counsel. 

Mr. Cnuporr. The subcommittee will be in order. 

Before calling the first witness, I would like to read this statement 
into the record. 

This subcommittee is charged by Congress with studying “the opera- 
tion of Government activities at all levels with a view to ‘determining 
its economy and efficiency.’ 

Pursuant to this authority, your subcommittee has been examining 
into numerous complaints of REA financed cooperatives, cities, and 
towns, with electric distribution systems in Arkansas, Missouri, Okla- 
homa, and other areas. These complaints allege that they are pre- 
vented from ee available Federal power “from the Department 
of the Interior and related agencies under Federal preference laws en- 
acted by Congress. 

This committee is desirous of learning whether the Department of 
Interior has thus flouted the laws of Congress by private administra- 
tive fiat without first coming to Congress for approval. We are greatly 
concerned with learning whether such practices, if they exist, are fore- 
ing the nonprofit preference customers into the hands of private 
utilities with resulting increases in rates to farmers and other con- 
sumers. 

Our committee is only interested in the facts. We intend to make 
a full, frank and complete disclosure, regardless of where the chips 


may fall. 
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In our field investigations, we found generally our witnesses most 
cooperative. In some cases, however, there was a fear of retaliation, if 
the true facts were told. To alleviate these fears, I addressed com- 
munications thereon to the Secretaries of the Interior and Agriculture 
and Administrator of REA. They have all assured me that any wit- 
ness can state the facts fully and freely, without fear of retaliation by 
these departments, in any manner, shape, or form. 

While the hearings will consider the Southwest Power Administra- 
tion area, we are prepared to investigate similar problems in any other 
areas, when they are called to our attention. 

The first witness this morning is Hon. Clarence Cannon, chairman 
of the House Appropriations Committee. 

Mr. Cannon, would you come up, please? Congressman, the com- 
mittee is quite honored and appreciative of the fact that you have 
taken time off from your very, very busy activities as chairman of the 
House Committee on Appropriations to come before this House com- 
mittee for the purpose of telling us some of the public power problems 
that you have in the area in which you live. 

It has been brought to my attention that you have been linked with 
the Southwestern Power Administration power program in the gen- 
eration and transmission of the cooperative program from the very 
outset of this setup. In fact, the people in Missouri tell me, and other 
States, that without you and without your support, the program of 
getting low-cost power to the farmers and the rural folks down 
in the Southwest area would have never taken place. 

Now, I would appreciate it a lot if you would inform the com- 
mittee what the farmer problem was before REA and before it was 
possible for the farmer to get electricity to the farm. What was the 
life on the farm like then ? 


STATEMENT OF HON. CLARENCE CANNON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI, AND CHAIRMAN, 
HOUSE APPROPRIATIONS COMMITTEE 


Mr. Cannon. Mr. Chairman, I deeply appreciate the privilege of 
appearing before this committee, and especially on this subject, per- 
haps one of the most important subjects directly affecting the pros- 
perity and welfare of the American people as a whole. 

I doubt whether any other problem today is more directly con- 
cerned with the progress of the country than the subject before this 
committee at this time. 

Mr. Chairman, Washington is a city of monuments. We have here, 
notable memorials, to Washington, Jefferson, Lincoln, and others. 
But, so far as I am aware, there is no memorial here in Washington 
to Thomas A. Edison, who more than any other one individual has 
completely revolutionized our economic system, and who has brought 
greater comfort to the American people than any other one man 
in the history of civilization. 

Without electricity, Mr. Chairman, our cities would be paralyzed. 
It would be impossible to operate the heating system of the average 
residence in Washington or any other city without electricity. Every 
factory, industrial plant, and manufacturing establishment in every 
city in America would be instantly stalled. 
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The transportation system of the metropolitan cities would be par- 
alyzed without electricity. Practically every modern household ap- 
pliance would be useless. For a long time, electricity was available 
to the city only. The farm family, the farm industry, lacked this 
important facility. The power companies said that in the first place 
the farmer did not need electricity and, if he had it, he would not 
use it. And, if he used it, he could not pay for it. That the idea of 
carrying electricity to the farm was too absurd to be considered. 

It was not until the President of the United States, through an 
Executive order, established REA and made it possible for rural 
America to enjoy the advantages of electricity, hitherto restricted to 
the cities. 

When REA was finally in operation and they began to bring elec- 
tricity out to the farm, it brought about a remarkable change. U p un- 
til this time, we could not keep the boys and the girls on the farm. 
When they had one view of the bright lights in the city, they refused 
to stay out there on the farm with kerosene lamps and lanterns, carry- 
ing the water up from the spring. The lives of the farm women had 
been shortened by incredible drudgery. Life on the American farm 
was primitive in the extreme and ‘throughout the country there had 
been a marked decline in rural population. Farm children, as soon 
as they reached the age of independence, immediately left the farm 
and concentrated in the cities. 

It is not necessary for me to talk at this time about the importance 
of the farm as a source of American life. All of our American cities 
are fed with boys and girls from the farm. You can trace back the 
origin of any of our cities’ notable businessmen, their lawyers, their 
doctors and engineers, and practically all of them were farm boys and 
farm girls. We were destroying American rural life, destroying 
American rural population, at an astounding rate. For example, in 
my State of Missouri, when I first came to Congress, we had 16 Con- 
gressmen. Kansas City and St. Louis have increased in population but 
the decline of the rural population has been so drastic that we have lost 
practically a third of our congressional representation, in the last 
two decades. Instead of having 16 Congressmen, we now only have 
11. And it looks as though we may lose another one. 

But now, since the establishment of REA and the availability of 
electricity on the farm, the tide has turned. 

Today the boys and girls are staying on the farm. They no longer 
congest the city labor markets and complicate city problems. It is 
one of the most marked developments in the economic history of the 
country and is due entirely to availability of the electricity on the 
farm. 

Now, there is a misapprehension, Mr. Chairman, upon the part of 
many intelligent people as to the function of the Government in REA. 
There is a general impression that the Government is donating funds, 
that it is subsidizing rural electricity. Nothing could be further from 
the fact. The Government is not donating a penny to REA. REA is 
an association of private citizens, farmers, who associate themselves 
together and, under the law, borrow funds to build their facilities 
and operate the distribution of electricity to the farm family. It is 
not a grant, it is not a gift, it is not a charity. It isa loan made under 
the most approved business conditions, and the law provides that no 
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loan shall be made unless warranted under approved business princi- 
ples. Every dollar REA has borrowed is being paid back, being amor- 
tized with interest. And, when you strike a balance, the Government 
has made money out of REA. The interest which the Government has 
received from REA is more than would have been paid on Government 
bonds. It is a profitable transaction upon the part of the Government. 

However, there is one thing about the generation and distribution 
of electricity by the farmer cooperatives. 

Electricity is generated, as the committee is aware, either through 
water power or steam power. Hydroelectric power is generated by 
dams and thermo power is generated by steam. It is necessar y to have 
both, and it is necessary to integrate both because the production of hy- 
dro power is dependent upon the rivers. There are flood seasons and 
times when water power and the production of hydro power is at a 
peak, far above that produced when the river is low in times of drought 
when production declines to a minimum. It is impossible for a com- 
pany distributing hydro power to make a contract with any industry 
above the minimum production of the river. Any farm buying electric 
power must be assured that they will have a steady flow of power at 
the same rates throughout the year and throughout the day. In order 
to do that, these pe: aks above that minimum are wasted power. Noth- 
ing can be done with it except at a very low rate. 

So it is necessary to supplement all hydro power with thermo power. 
which will in times of low water and low production, bring the general 
average up, permitting the plant to make contracts and deliver steady 
power throughout the area to its various customers. 

Now, the Southwestern Power Administration is, of course, as the 
committee is aware, a facility which produces hydro power only. Its 
facilities consist of a number of huge dams and these dams sometimes 
produce a very large amount of power but in time of drought produce a 
much lower amount of power. 

Accordingly, the Government entered into a contract with the co- 
operatives under which the cooperatives would produce enough steam 
power to firm up the hydro power. SRA would then be in a position 
to deliver a uniform flow of power during the year and to sell it at a 
very low rate to the consumer. 

With the approval of the Department of the Interior, the Govern- 
ment entered into this contract with the cooperatives, two of them with 
plants in Missouri, one at Chamois, the Central Cooperative: and one 
at Missouri City, the Northwestern Cooperative: and one at Anadarko, 
Okla. 

Southwestern Power, a Government agency, with the approval and 
collaboration of the Department of the Interior, entered into a con- 
tract with these farmers, these farm cooperatives, under which they 
agreed to do two things. They agreed that if the farmers would build 
the gener ating plants and transmission lines, Southwestern would rent 
the facilities, lease them, and would also buy from the farmers all the 
steam power, all the thermo power, the farmers produced. Under this 
arrangement, they would use this steam power to correlate with their 
water power and produce a dependable flow of power throughout the 
vear at low cost to the consumer. 

' Now, with binding contract, by the United States Government, the 
cooperatives borrowed initi: lly, $70 million. With this money they 
built these generating plants: they built these transmission lines 
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They would not have taken on such a financial burden but for the fact 
that they had a solemn and binding contract with the Government 
extending over a period of 40 years, under which they would receive 
sufficient income to amortize the loan from the Government and pay 
back every dollar with interest. 

This plan, Mr. Chairman, was remarkably successful. They cor 
related the steam power and hydro power. SPA paid the cooperatives 
for their steam power, and paid rental for the use of the transmission 
lines. 

In this way the co-ops earned enough money to pay their annual 
installments on the Government loan and provided electricity for 
Missouri, Texas, Kansas, and Oklahoma farms, bringing elec tric ity 
down to the door of the farmer at a price the farmer could afford to 
pay. 

It is perhaps difficult for the average city man, who is not acquainted 
with rural conditions to understand what this means to the farm. 
In this day, as everyone knows, or should know, we can no longer get 
men for farm labor. Farm labor must necessarily work for a very 
low wage because the average farmer’s income is so small. As a 
matter of fact, it is so small now that the farmer is barely able to 
meet his taxes and interest, and sometimes he cannot do even that. 
So, it necessarily follows that the farmer must have machinery and 
power to take the place of the hired man who has gone to the city and 
who is now working in industrial plants. 

Tis place is taken today by electricity. Electricity is the hired hand 
on the farm. If you take electricity away from say, the dairy farmer, 
he could not operate. He could not get people to milk the cows that 
he now milks with electricity. He could not buy refrigeration to chill 
his milk as he does with electricity. It is indispensable on the farm. 
It operates all the farm motors, and thereby produces cheap food 
for the city consumer. 

REA is bringing electricity down to the farmer’s door at a price 
he can pay, and he is paying that price, and all these cooperatives 
have been meeting their installments regularly, when due, paying 
back the borrowed money with interest. 

We must also understand Mr. Chairman, that these farm coopera 
tives are not moneymaking concerns. They are not profitmaking 
organizations. They take in only enough money to pay off the Gov- 
ernment’s loan as it becomes due. They are operated to supply elec 
tricity to the farmer at a reasonable price and then give the cooperative 
enough additional money to pay back the loan to the Government as 
it becomes due in annual installments eve ry year. 

The REA’s, the farm cooperatives, accumulate no money. They pay 
no dividends. They charge the farmer only enough to take care of 
operation, and liquid: ite the Government loan. 

When the new Congress came in in 1953, they immediately turned 
their attention to these REA cooperatives. It was obvious that they 
intended to drive them out of existence. They nullified the contract 
the Government had with the farmers. The courts of the United 
States, Federal courts, have in two decisions, affirmed validity of the 
contracts. . 

The first attack they made on REA in the appropriation act, the 
Interior Appropriation bill of 1954, they took away from South 
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western the money for the continuing fund to pay for steam power 
and for the rental of facilities which the farmer had built with the 
Government contract as security. They made it impossible for the 
farm cooperatives to get enough money at a rate the farmer could 
pay, to amortize these installments, when they became due. Up to 
that time, each cooperative was making its regular payment every year. 

Now, for the first time, all cooperatives are operating in deficit, ac- 
¢ ording to the testimony produced before the Committee on Appropri la- 
tions. All of them are in deficit for the reason that Congress took 
away from Southwestern the revolving fund, the continuing fund, 
with which to pay for steam power, and destroyed the market for 
steam power, and with which to pay rental on their leased facilities. 
It was astounding. There was no rhyme or reason for it. The only 
purpose it could serve was to destroy these farm cooper atives, and I 
have never known them to give any other reason for it. 

Not only did they destroy the power of Southwestern to carry out 
the terms of the contract and take away from SPA the money with 
which it operated this system, which has been so successful, but 10 of 
the Missouri electric utilities joined together and brought suit against 
the cooperatives, insisting the cooperatives had no rights under the 
contract. They retained the best lawyers they could secure and 
brought suit against the cooperatives to destroy this contract. The 
suit was brought in the Federal court in the District of Columbia. 

After a long and exhaustive trial, the District Court of the District 
of Columbia held that the contract was valid and binding and had 
been executed and carried out in a legal manner. It completely stale- 
mated the private utilities in their effort to destroy REA. 

But the private utilities were not satisfied. They appealed, carried 
up the case to the Federal Court of Appeals. The United States 
Federal Court of Appeals affirmed the decision and said the contract 
was good, and that the farmer cooperatives were justified in every 
action they had taken. 

However, in the meantime, the cooperatives were being frozen out, 
they were being starved to death. The Department of Interior said, 
in effect, in the next appropriation bill, “You can no longer de: u with 
Southwestern. Go to the private utilities and get your power. 

The farmer cooperatives went to the private utilities. They were 
given no alternative. The private utilities said, “Why, of course, we 
will let you have power—at our price.” 

They had been paying under the contract, validated by the Federal 
courts but repudiated by the Department, 6.4 to 7.5 mills per kilowatt, 
and at that rate the whole system operated very successfully. 

They made various prices, but in the case of one cooperative there, 
for example, the Union Electric of St. Louis, Mo., said, “Yes, we will 
furnish you power at 10.2.” 

They were raising the cost to the farmers from 6.4 to 10.2, which 
made it impossible for the farmer cooperatives to operate at a rate 
like that and remain solvent. 

The result was that the farm cooperatives are operating at a deficit 
now, every last one of them. They have been unable to contract with 
the private utilities at a reasonable rate. 

The Interior Department in its attempt to destroy the farm co- 
operatives, also violated the Flood Control Act of 1944, which pro- 
vides that all hydroelectricity generated in Government plants shall 
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go first to farmer cooperatives and, second, to municipal ownership 
plants. They sought to avoid this priority, under which farmer co- 
operatives and municipal ownership plants have first call for elec- 
tricity. For example, they made every effort to secure a contract with 
Northwestern; that is, the plant at Missouri City, with Kansas City 
Power & Light, under which Northwestern gave up all of its rights 
to everything it owned, turned it over to the private utility, and 
supplied unlimited power, to full capacity, to Kansas City Power & 
Light, which was in position to divert it to the private utilities. It 
completely disregarded the law of priority, contained in the Flood 
Control Act of 1944. 

It is further evidence of a deliberate program to destroy REA and 
take over municipal ownership. This program is plainly indicated 
by the record. In the State of Missouri, 10 private utilities, col- 
laborated in bringing suit against the farmers with this in view. 

It is part of their program to establish a monopoly. Within the last 
year or two all or most of them have been gradually absorbed by the 
Union Electric. The Missouri Edison, the Missouri Power & Light, 
and various other of these private companies which, at one time 
operated independently in Missouri are now being absorbed under 
Union Electric. The purpose is to establish one great combine to 
control the distribution of electricity throughout Missouri. There 
may be 1 or 2 still outside. One of them is the Kansas City Power 
& Light which they seem deliberately to have left out in order to 
bring about this arrangement under which they would drain off 
priority power to which, otherwise, under the law would go to the 
farmers’ cooperatives and municipal ownership plants would have 
first call. 

The same tendency is to be noted through the country at large. They 
are not only consolidating by States, but the utilities in several States 
are now consolidating in one huge combine under which one great 
monopoly would control the production and distribution of power and 
establish rates and terms of service throughout the country. To do 
that, they must get rid of REA, municipal ownership and, of course, 
inevitably, TVA, so that no yardstick remain to protect the consumer 
against profiteering. 

Now. it has been claimed, Mr. Chairman, that those of us who are 
supporting the farm cooperatives are advocating complete Govern- 
ment ownership. Nothing could be further from the truth. I am 
irrevocably opposed to Government monopoly. I favor, I advocate 
the manufacture, the production and distribution, of electric energy 
by the private utilities. I believe in private enterprise. 

However, I do think, Mr. Chairman, that we should retain REA, 
municipal ownership and TVA to handle a small percentage of the 
business. I believe that the bulk of the business, say 90 percent or 
more of all production and distribution of electricity, should be by 
private utilities. At the same time, we should keep something like 
10 percent or less in TVA, REA, and municipal ownership as a yard- 
stick, as a policeman on the corner, to be certain that the consumers 
are not left at the mercy of a giant monopoly which would control 
completely the production and distribution of this commodity which 
is as important today, both in the city and on the farm, as air and 
water and sunlight. 
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Electric energy is just as important as any of these other funda- 
mental necessities of life. We should allow nobody to control them 
so completely that they can fix their own rates, regardless of the wel- 
fare or the interest of the consumer. 

[ should be glad, Mr. Chairman, to answer any question. 

Mr. Moss (presiding). Thank you, Mr. Cannon. We have some 
questions, first, from Mr. Vance Austin of the staff. Then there will 
be some questions from the members of the committee. 

Mr. Cannon. Yes, Mr. Chairman. 

Mr. Austin. Congressman Cannon, just as a matter of clearing up 
something for the record, are REA—rural electric cooperatives public 
power or private power companies / 

Mr. Cannon. I should say, Mr. Chairman, that TVA is public 
power, that municipal ownership i is private power and that REA, the 
farmer cooperatives, is private enterprise. REA’s are owned by 
individual farmers who associate themselves together, and borrow 
money from the Government just as they would borrow it from any 
bank or insurance company or from any other source. The Govern- 
ment has no interest or control whatever in these cooperatives, except 
that it has lent them money. 

If the Government will carry out its contract, the contract: which 
has been approved and validated by the highest courts in the land, it 
is merely a question of time before they will pay off everything they 
owe the Government and it will be strictly a private enterprise, owned 
and administered by the consumers. 

Mr. Austin. Thank you, Congressman. 

When you speak of SPA, Southw estern Power Administration, and 
then again of Department of the Interior; can you tell us whether that 
is all one and the same, or different ¢ 

Mr. Cannon. Of course, Southwestern Power is a public enterprise, 
and it is an agency under the control and direction of the Department 
of the Interior. 

Mr. Austin. So that they mean one and the same thing? 

Mr. Cannon. As far as practical effects itself is concerned, they 
are identical. 

Mr. Austin. Now, we use the term “G. and T’s.” or generation and 
transmission cooperatives, when we are speaking of these contracts 
down here with Southwestern Power Administration. Can you tell 
us what these G. and T’s. are in connection with the rural electric 
cooperatives / 

Mr. Cannon. Of course, that is merely another name for the farmer 
cooperatives. The farmers are borrowing money from the Govern- 
ment and building their generating plants and transmission lines. 
They transmit the current from these plants to the consumer. In 
other words, the farm cooperatives generate and transmit, G. and T. 
They are identical. 

Mr. Austin. Would it be a fair statement to say that the genera- 
tion and transmission cooperatives are separate corporations, coop- 
erative corporations, that are owned actually by the farmers them- 
selves, but through the intermediate step of the farmers distribution 
electric cooperatives? 

Mr. Cannon. They are owned exclusively by the farmers them- 
selves. The farmer could go to the bank and borrow money and buy 
a farm. That would be his farm, he would own it; it would be private 
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ownership, private enterprise. Or, he would go to the same bank and 
borrow money and generate and distribute electricity. He would own 
that facility “just as much as he would own his farm. It would be 
private enterprise just as much as his farm would be. ‘There is no 
difference. 

Instead of applying to the bank for money, he goes to the Govern- 
ment for the money, and the Government makes the loan on strictly 
business principles. That is a provision of the law, that they shall 
make the loan at amounts and under terms consistent with good busi- 
ness principles. That is the language of the law. 

Mr. Austin. Thank you. Congressman Cannon, you wrote the sub- 
committee, not so very long ago, suggesting that this subcommittee 
look into the situation out there and the SPA territory. Now, you 
have given us quite a bit of background of this SPA and REA coop- 
erative situation out there. Would you care to add any further word 
as to what you had in mind, or why you think this committee should 
look into things out there? 

Mr. Cannon. Mr. Chairman, this committee is one of the great 
committees of the House. It handles one of the most important juris- 
dictions, 1 think, of any of the committees of the Congress. But com- 
paratively few of the Members of the House of Representatives are 
cognizant of farm conditions, methods of farm operations, factors in 
farm production, and their influence on farm prosperity. 

It seemed to me, Mr. Chairman, that this was a matter of informa- 
tion and edu ation, and this committee would render a great service 
by making the facts known to the House and the country. It would 
seem to me that would alone contribute to the solution of this whole 
question, All that is necessary is for the Congress to know what the 
situation is in order to act intelligently and for the best interest, both 
of the farmer and of the Nation. 

Mr. Austin. Congressman Cannon, you have quoted a few words 
from this Flood Control Act of 1944, which is the act authorizing 
the sale of power from the SPA dams. I have here before me just 
a part of that section 5, which says that the Department of Interior 
shall—and here I quote: 

* * * transmit and dispose of such power and energy in such manner as to 
encourage the most widespread use thereof at the lowest possible rates to con 
sumers consistent with sound business principles. 

Do you believe that the operation of SPA, the Department of 
Interior’s selling of the power and handling of the dams, to get the 
power out to the people, has been consistent with sound business 
principles in the last couple of years ¢ 

Mr. Cannon. The quotation recites the vital provision of the law, 
and under the wise administration of that law, we have increased 
farmer consumption. We have electrified the American farm until 
today something like 96 percent of all the farms in the United States 
ure powered, electrified. No farm today can be adequately prosperous 
without it. 

Under the wise operation of that law, a large percent of the farms 
of the United States were electrified, and this in contrast with the 
time when there was no electricity on the farm, when the private 
utilities refused to give the farmer ‘electric service. 
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The President of the United States, through an Executive order, 
established REA. The Congress of the United States, seeing the ad- 

vantage of the REA system, enacted the law. No other act by the 
American Congress has brought such happiness, health and pros- 
perity to the American farmer. That is a sweeping statement but 
it can be corroborated. 

But, in the last 2 years, the tendency of the Government has been 
to discourage REA, to repudiate the contract of the United States 
Government with the REA co-ops, to make it impossible for REA 
cooperatives to meet their amortization payments when due. The 
contrast is so vividl and so plain and so convincing that no one could 
possibly mistake it. 

Mr. Austin. Congressman Cannon, during the last 2 years, there 
has been relatively little integration of the facilities of SPA and 
G. and T.’s down there, we understand. Would you say that that 
operation, without that pretty complete integration, was according 
to sound business principles ¢ 

Mr. Cannon. Quite the contrary, Mr. Chairman. In has effected 
two tragedies. In the first place, it has made it impossible for the 
farmer cooperatives to pay their bills. In the second place, it has 
wasted the peak power or a large part of the peak power of hydro- 
electricity because you have to have steam power to firm hydro power 
in order to get the highest level of salable current. And, when they 
denied SPA funds with which to buy steam power, which SPA had 
contracted to buy from the farmer cooperatives, they made it impos- 
sible to have sufficient thermo power to integrate with hydro power and 
there was great economic loss. 

It is not only a business tragedy, it is an economic tragedy at the 
expense, not only of the American farmer, but the American people 
as a whole. 

I would like to say, too, in connection with this, when you are 
dealing with the cost of current to the farmer, you are dealing in- 
directly with the cost of current to the city consumer. When you 
destroy these yardsticks which make it impossible for the private 
utilities to profiteer on the consumer, the price to the city family | goes 
up simultaneously with the price to the farm family. This is a 
matter which concerns the cost of living to the average city family, as 
directly as it concerns the welfare and ‘prosperity of the farm family. 

Mr. Austin. Would you say that there had been a loss of revenue 
to the Government in the operation of SPA independent. of the G. 
and T.’s to quite an extent in the last couple of years / 

In other words, was revenue even less than it should have been 4 

Mr. Cannon. Unquestionably. There has been a definite loss. 
There has been a loss of all industries which consumed SPA current. 
And, of course, as I have indicated, when the farmer is no longer able 
to use electricity instead of farm labor, when farm labor is not. avail- 
able his income taxes necessarily are reduced and the Government is 
deprived of that much revenue and business is deprived of his patron- 
age. 

Mr. Austin. What about the loss of revenue from the sale of power 
itself? Can power from these dams which were primarily designed 
as peaking dams, be sold by itself for the same net revenue to the 
Government as it could be if it were firmed up and firm power sold ? 
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Mr. Cannon. Not at all, because no consumer is going to contract 
for electricity which he can have at 9 o’clock in the morning and not 
have at 9 o'clock at night or at noon, in January or in June. The con- 
sumer which contracts for electric power, must have dependable power 
throughout the year. He cannot contract for anything more than 
will be guaranteed from day to day, from month to month, and from 
year to year. 

You cannot do that with peak hydropower, because you have no 
steam power to firm it up, and your sales are necessarily limited to the 
minimum of production at the lowest point of the river and the 
lowest production of the hydroelectric plant. The Government stands 
to lose vast sums in that way. 

Mr. Austin. During the last 2 years, has the Department of the In- 
terior come before Congress at any time with recommendations to 
Congress as to what needed to be done down there to firm up this 
power to give the Government more revenue to pay out the original 
cost of these SPA dams ? 

Mr. Cannon. None whatever. The Department does not seem to be 
concerned as to whether the Government gets the revenues, is able to 
sell large quantities of power or whether it is restricted to the sale of 
small quantities of power. It is a problem that is obvious to every- 
body, and which has brought tremendous concern to everybody exc ept 
the Department of the Interior. The Department of the Interior has 
shown no interest or concern. 

Mr. Austin. You mentioned a little while ago the proposed con- 
tract between the Northwest G. and T. and the Kansas City Power & 
Light Co. Referring back to section 5 of this Flood Control Act of 
1944, that we have mentioned ; 

Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives. 

Are you familiar enough with this proposed Northwest-K. C. P. & L. 
contract to tell us what that was going to do in the matter of the pref- 
erence that was designed by this act for the cooperatives ? 

Mr. Cannon. After considerable difficulty, we finally secured 
copy of that contract. It had not been available. They would not let 
anybody have it. They had encouraged meetings between the North- 
western Farmers Cooperatives, and the Kansas City Power & Light, 
representing the utilities, and had tried to persuade the Northwestern 
to agree to this contract. 

When we got hold of the contract, it was very evident that the reason 
they did not want anybody to know about the contract was that it 
was merely a conduit which diverted the power in contravention of 
the priority created by the Flood Control Act of 1944, so that it would 
flow into the system of the private utilities and ignore the priority 
rights which the Government gave the farmer cooperatives and the 
municipal ownership plants. 

Mr. Austrn. Do you know whether or not any governmental agency 
or department had given its blessing to that proposed contract? 

Mr. Cannon. The Department ‘of the Interior had made every 
effort to force the farm cooperatives to accept these contracts. They 
were, from the beginning, insistent that the farmers enter into these 

contracts which would have been suicide to the cooperatives, because 
they would have to charge their consumers a rate that the consumers 
could not afford to pay. 
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Mr. Austin. Was this contract that we spoke of, this Northwest- 
kK. C. P. & L. contract draft, ever made into a final contract? Was it 
ever finalized / 

Mr, Cannon. Every etfort was made to get Northwestern to pull 
away from the other cooperatives and enter into this contract. They 
offered all sorts of bait, but Northwestern stood up and refused to sign 
the contract for the reasons which have been stated. 

Mr. Ausrrn. Congressman Cannon, you touched on this. Would 
you care to make any further statement on it? What has been the 
relationship in the State of Missouri, the area with which you are quite 
familiar yourself, between private utilities, the commercial power com- 
panies, and the rural electric cooperatives, and G, and T.’s through the 
years ¢ 

Mr. Cannon. The charge has sometimes been made, Mr. Chairman, 
that the cooperatives took business aw ay from the private utilities, 
that the purpose was to rob the private utilities of business. On the 
contrary, every private utility in this territory, has increased the 
volume of its business and has increased its profits. 

The REA merely serves the farmers of the country. It does not 
attempt to encroach in any way upon the field or the perogatives, or 
upon the customs of the private utilities. However, it has built up 
such an interest in the consumption of electricity and the develop- 
ment of the electrical appliances that the result has been to help, in- 
stead of harm, the private utilities. They are doing more business 
today than they ever did before, and they are m: aking greater prog- 
ress than ever before, as shown by their official statements. The 
cooperative has never taken any business away at all from the private 
company. 

Mr. Austin. What has been the attitude of those same private util- 
ities, the commercial power companies there, toward SPA and toward 
the Federal dams that make up the SPA system? 

Mr. Cannon. They have endeavored to circumscribe and circum- 
vent the activities of the farmer cooperatives, and, especially, of all 
cooperation between the farmers and Southwestern. Every action 
that possibly could be taken has been taken to discourage and to reduce 
the efficiency of the service and to increase the cost of operation. 

Mr. Austin. Were these same power companies, or any one of them, 
the ones that would have been benefited by these contracts, such as 
this K. C. P. & L. and Northwest power contract, that were being 
promoted by the Department of Interior, or being urged by the De- 
partment of Interior? 

Was that the same commercial power company that had fought the 
REA’s, and had fought SPA, who would have benefited if that con- 
tract had gone into effect, or contracts like it, with other G. and T.’s? 

Mr. Cannon. Well, now, there is a peculiar thing there, Mr. Chair 
man. ‘These farm cooper ratives are not moneymakers. They are not 
run for revenue at all. They merely propose to supply current to the 
American farms at cost. There is no profit whatever. 

So, the only reason for this bitter opposition by these 10 private 
utilities, and their unwarranted action in bringing suit to destroy farm 
cooperation and in securing legislation here in C ongress to destroy 
the farmer cooperatives, is to establish a private monopoly so that 
there will be no yardstick to prevent profiteering. There would be no 
monetary incentive in their taking over the farm cooperatives because 
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they are making no money. It would not add a cent to their profits 
if they did t: ake them over as long as rates were not increased. How 

ever. with RE A out of the way a monopoly would be established which 
could then jack up the cost of electricity to every consumer in both the 
city and in the country, and that is the only objective which could be 
achieved by the destruction of REA, TVA, and municipal ownership. 

Mr. Austin. Congressman Cannon, would we be correct in stating 
that the beneficiaries of this contract—such as the K. C. P. & L-SPA 
contract, we spoke of a minute ago with the Northwest G. and T. Coop- 
erative—would be the private utilities that had so long been oppos- 
ing the rural electrics and even opposing SPA itself 

Mr. Cannon. Exactly. 

Mr. Austin. Congressman Cannon, do you feel that the original 
concept of those original G. and T.-SPA contracts was pretty much 
the kind of partnership between Federal and local people that would 
be pretty good for the country ? 

Mr. Cannon. That should be encouraged, Mr. Chairman. They 
had no purpose to serve anybody but the farmers themselves who, up 
to that time, had been denied service by the private utilities. They 
had no plans of expansion of any kind which would, in any way, en- 
croach upon the business or the territory or the profits of the private 
utilities. They merely provided electricity for the farmers at a 
price the farmer could afford to pay. But that price was lower than 
the private utilities wanted to charge the consumer everywhere, and 
they could not profiteer on the consumer until they had first destroyed 
REA and removed the yardstick. 

Mr. Austin. Are you familiar enough with statements that have 
been made before this subcommittee to state whether you think the 
Department of the Interior has or has not been making any changes 
in rules or regulations that were so basic that those rules or regu- 
lations, or changes, should have been made by Congress rather than 
by the Department of the Interior? 

Mr. Cannon. I am unfamiliar with any statement that has been 
made before this committee. It is my nusfortune not to have had 
an opportunity to read these hearings. But judging on the evidence 
produced before the commissions, it is evident that is quite true and 
that the departments of the Government, have arrogated to them- 
selves functions which belong to Congress itself. They have made 
drastic changes in policies which they were not authorized to make 
without the approval of the Congress itself. 

Mr. Austrx. That is the complete list of questions that I happen to 
have in front of me, Congressman Cannon, but do you think of any- 
thing else you would like to say to this committee that would be of 
assistance to them in this matter? 

Mr. Cannon. I can only express my deep appreciation, Mr. Chair- 
man, of the interest taken by this committee in conducting this study. 
It deals more vitally with American prosperity today than is gener- 
ally realized and I deeply appreciate the interest and attention which 
the committee is giving to it. 

Tam fully convinced that it is only necessary for the American peo- 
ple to understand the facts. 

Mr. Moss. Mr. Dawson, do you have any questions? 

Mr. Dawson. No. 


71597—56—— 
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Mr. Moss. Mr. Jonas, have you? 

Mr. Jonas. I have a question or two I would like to ask Mr. Cannon. 
What was the basis of the complaint of the 10 companies that brought 
suit to have the contract canceled? What did they base their suit on? 

Mr. Cannon. Itwas rather remarkable. The 10 companies brought 
suit against the validity of the contract, although they had nothing 
whatever at stake themselves. They had no interest on which they 
could base an issue. 

Mr. Jonas. They alleged that the contract was void? 

Mr. Cannon. Yes, the court held they had no interest in the matter 
and the decision validated the contract. 

Mr. Jonas. Did the decision actually decide that the contracts were 
valid or, did it simply decide that the power companies had no stand- 
ing in court, as they were not—— 

Mr. Cannon. I donot have them with me. The decisions completely 
validated the contract. 

Mr. Jonas. I haven’t read the decisions. 

Mr. Cannon. That point was brought up in the hearings before the 
Committee on Appropriations. 

(Off the record discussion. ) 

Mr. Jonas. I haven’t read the decisions and I just wanted to ask 
you. I knew you were familiar with them. I just wondered how the 
court could validate a contract if its first holding was that the plaintiffs 
had no right to bring the action. 

Mr. Cannon. If my friend will permit me to submit a copy of the 
decision, I think he will be satisfied that, as Jensen and Mr. Phillips 
conceded, it validated the contract. 

Mr. Jonas. When was the circuit court decision rendered ¢ 

Mr. Cannon. Unfortunately, I do not have that, but when the de- 
cision was handed down by the District Federal Court of the District 
of Columbia, the plaintiffs appealed. 

Mr. Jonas. Appealed to the District Court of Appeals, I mean to 
the Federal Court of Appeals ¢ 

Has litigation ended or is it on appeal to the Supreme Court? 

Mr. Cannon. It has been disposed of. They accepted the decision 
of the court.’ 

Mr. Jonas. I understood you to say, sir, that they—you didn’t 
identify the “they”—offered all sorts of bait to Northwest G. and T. 
to induce that group to sign a contract ? 

Mr. Cannon. Yes, the Kansas City Power & Light under the en- 
couragement of the Department of the Interior tried to get the coopera- 
tives to enter into the contract, but the contract was obviously so un- 
favorable to the cooperatives that they refused to sign. 

Mr. Jonas. By “they” you mean Kansas City Power & Light? 

Mr. Cannon. No, the Department of the Interior. Interior made 
the announcement at one time that the contract had been agreed to, 
and all that remained now was to sign it. The contract would have 
nullified the provision of the act of 1944, that power should go first to 
the cooperatives and, second, to the municipal ownership plants. 

Mr. Jonas. Do you know who made these inducements in the De- 
partment of the Interior ? 

Mr. Cannon. I don’t know but it was under Mr. Aandahl’s direction. 


1The Supreme Court on November 7 refused to review the decision. 
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Mr. Jonas. You testified or stated, sir, that a number of plants were 
built and a number of transmission lines were built by the co-ops in 
your State. 

Mr. Cannon. Yes. One was built at Chamois in the center of 
Missouri on the Missouri River. That is now in operation. One was 
built at Missouri City up near Independence, Mo., and one was built 
at Anadarko, Okla., with funds which had been borrowed from the 
Government but which would not have been borrowed if they had not 
had this Government contract as security. 

Mr. Jonas. You say the two plants that were built are still in opera 
tion ? 

Mr. Cannon. Yes. 

Mr. Jonas. Who is operating them ¢ 

Mr. Cannon. The cooperatives are operating them. 

Mr. Jonas. What do they do with the steam power they produce / 
Mr. Cannon. It issold to SPA. 

In the meantime, the steam plants are being operated, pending final 
‘tion by the Department. 

Mr. Jonas. By whom ¢ 

Mr. Cannon. 


pa 


By the cooperatives, as heretofore. These supple- 
mentary appropriations, or deficiency appropriations, were made when 
it became evident that everything had to be closed down unless some- 
thing were done. The Congress twice gave them enough money, and 
we gave them enough money in this last appropriation bill, to run an- 
other 4 months, in which time the cooperatives would be expected to 
enter into a contract with the private utilities. They have never signed 
the contracts dictated to the private utilities because they couldn’t do 
so and survive. 

Mr. Jonas. Now, you said the two plants are operating and the 
cooperatives that built them are operating them. 

Mr. Cannon. Yes, under a deficit. 

Mr. Jonas. Now, what do they do with the power they produce 

Mr. Cannon. 
appropriations. 

Mr. Jonas. ‘You mean they are selling the power to the Southwest 
Power Administration ? 

Mr. Cannon. Yes. 

Mr. Jonas. 
to the co-ops / 

Mr. Cannon. As heretofore. 

Mr. Jonas. 


Chey handle it as heretofore under supplementary 


And the Southwest Power is selling the power back 


If the plants were built and the transmission lines were 
built and both are in existence, and the plants are producing power 
and it is being transmitted over the transmission lines, why do the 
co-ops have to sell the power to Southwest Power and the latter in 
turn sell it back to them? Why can’t they consume the power / 
Mr. Cannon. It isnecessary to firm hydro power. 
Mr. Jonas. You mean they sell the power to Southwest Power at 
rate lower than it cost to produce ? 
Mr. Cannon. At the same rate at which they have always sold it. 
since the new bill became effective. 
Mr. Jonas. Do you know whether the same situation exists with 
respect to the eight other steam plants? There were more than eight, 
weren’t there ? 
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Mr. Cannon. I have mentioned only three, the one at Chamois, Mo., 
the one at Missouri City, and the other at Anadarko, Okla. 

Mr. Jonas. Is the one in Oklahoma in operation ? 

Mr. Cannon. All of them are. They were running behind until 
the passage of the new bill reactivating the contract. 

Mr. Jonas. In the last appropriation bill, we had some money to 
take care of this. 

Mr. Cannon. Yes, in the last appropriation bill we restored, we 
put in $6 million there, and made it possible to reactivate the contract. 

Mr. Jonas. How long will that $6 million last? 

Mr. Cannon. They may use the appropriation for 1 year. We 
have now put back under this last appropriation bill the situation 
to where it was, and we have reactivated, revalidated the contract, 
and are proceeding now as we did formerly. 

Mr. Jonas. How much was the revolving fund originally ? 

Mr. Cannon. We appropriated a little over $6 million this time. 

Mr. Jonas. How much originally was in the fund? 

Mr. Cannon. I am not familiar w ith it. We appropriated the 
amount that we were told in the hearings before the committee- 
we appropriated the amount which they said would be necessary to 
— ate the contract and continue operations as they had been 
before the passage of the appropriation bill of 1954. 

Mr. Jonas. If it is a revolving fund, why do we have to keep put- 
ting new money in it? 

Mr. Cannon. It is the same money; we merely make it available. 
The Government does not losea penny. It merely makes it possible for 
them to sell this power to the consumer and to get payment back from 
the consumer in order to meet their bills. It 1s just exactly like the 
revolving fund that you have in many departments of the Govern- 
ment. For example, down in the Government Printing Office, they 
have a revolving fund of about $2 million. The Government doesn't 
lose any money by it, but it makes it possible for them to operate. 

Mr. Jonas. You said we had the revolving fund before 1954, so 
we must have had some money. 

Mr. Cannon. Certainly. 

Mr. Jonas. How did that revolving fund disappear ? 

Mr. Cannon. The Government repealed it. 

Mr. Jonas. You mean withdrew the revolving fund ? 

Mr. Cannon. Withdrew the money. There was no fund with 
which Southwestern was authorized to buy steam power or to pay 
rental on farmer-cooperative facilities. 

Mr. Jonas. I understand that, but that didn’t withdraw the fund 
that was already in existence. 

Mr. Cannon. It w: as no longer available. 

Mr. Jonas. You stated, sir, that if the co-ops in your State had 
to buy power from any private utility, it would destroy them because 
they couldn’ t pay the rate. 

Mr. Cannon. That is right. The final rate that was offered them, 
as I sedi it, was 7.35. They had been buying it for 6.4. 


Mr. Jonas. Did you mean, sir, that they don’t buy some power 
; ; I 


now, from private sources ? 
Mr. Cannon. All along, they have been buying it from Southwest- 
ern, because even under the act of 1954, they kept extending the situa- 
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tion, kept providing additional appropriations in the expectation that 
a contract would be signed with private utilities, and they haven't 
signed a contract with private utilities. They haven’t signed one yet. 

Mr. Jonas. Haven’t they been buying power from private sources 
all along? They don’t get all their requirements of power from the 
Government; do they? 

Mr. Cannon. Certainly. From Southwestern. 

Mr. Jonas. Don’t you have a regulatory body in the State of 
Missouri which has something to do with ratemaking for private 
utilities ? . 

Mr. Cannon. Yes, we have. I remember very well when that act 
was passed. It was claimed th: - the railroads were charging too much 
for passenger rates and too much for freight rates, but as we built our 
highways ‘and as bus and truck facilities began to compete with the 
railroad passenger and freight traffic, they began to tell us that we 
needed a public utility commission that would prevent. public utilities 
from overcharging the public. So we established the public utility 
commission which was intended to protect the consumer against prof- 
iteering by the utilities. 

The first thing that that commission did when it was established, 

call in the bus compi anies and say, “Ffere, you have to raise your pas 
senger rates.” They told the truckers, they had to raise freight rates. 
The bus comp: any said, “We are making a very satisfactory profit at 
these rates. We don’t want any more money. We are perfectly satis- 
fied.” The public utilities commission said, that doesn’t make any 
difference, you ave in unfair competition with the railroads, so you 
raise your rates. And they raised them. That is the way the public 
utilities commission protects the consumer against profiteering by the 
utilities. 

If we had a complete public monopoly in this country, that is the 
way they would protect the consumer in electric service. 

Mr. Jonas. Are the commissioners elected by the people or ap- 
pointed by their governor ? 

Mr. Cannon. ‘Appointed by the governor. 

Mr. Jonas. If they don’t protect the people of Missouri, they should 
be removed by the governor. 

Mr. Cannon. They are appointe d to protect the public against over 
charges by the railroads. They raised the rates charged by the buses 
to prevent competition. 

Mr. Jonas. Under the act setting up the public utilities commis- 
sion, they were given regulatory powers / 

Mr. Cannon. Yes, that is the purpose. They were to regulate rates 
so as to protect the public against profiteering. They protected the 
public by raising the rates. 

Mr. Jonas. Do you think if the Public Utility Commission of 
Missouri faiis to protect the people of Missouri that we ought to make 
power available through Federal appropriations ? 

Mr. Cannon. That would be a matter for you to decide. 

Mr. Jonas. Well, I was interested in your comment about the ap 
proximately 96 percent of the farms in your section of the country 
now being electrified. We enjoy that same situation in the part of the 
country from which I come, but we don’t have any public power in my 
part of North Carolina, and I have two REA’s operating in my dis- 
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trict and they don’t complain about the rates that they have to pay 
the private utilities from which they get their power. 

Now, isn’t that because the rates are regulated? Isn’t that possible 
in the southwestern part of the country, if you had efficient, effective, 
responsible public utility commissions that would regulate the rates? 
The private utilities would not be permitted to gouge the people. 

Mr. Cannon. You know, a very distinguished man, Mr. Jonas, from 
your neighboring State of Virginia, Patrick Henry, said once, you 
can only judge the future by the past, that there was no lamp by which 
to guide his footsteps except by past experience. That is the only 
way we can judge the situation in Oklahoma, Texas, and Missouri, 
served by this, is by the history of the past. 

Mr. Jonas. I am very much in favor of the REA program. I voted 
for every appropriation I had the opportunity to do so. I work very 
closely with them and we have no controversies. 

Mr. Cannon. I am very glad to hear the gentleman say that, because 
it has brought the greatest comfort, service, health and prosperity to 
the farmers in our section of the country of anything that has ever 
been supplied for them. 

Mr. Jonas. But I can’t quite understand why, in the southwestern 
part of the United States, you say that it is necessary for the Govern- 
ment to provide the wholesale power for the development and the 
continuation of the program, when that has not been necessary in my 
State. 

Mr. Cannon. It is my misfortune not to be familiar with the situa- 
tion inthe Member’s State. 

Mr. Jonas. We don’t have any multiple-purpose dams, we don’t 
have any steam plants owned or operated by any agency of the Govern- 
ment. A very friendly and close partnership arrangement exists be- 
tween the co-ops, the REA’s and the private power people, in the 
western part of North Carolina, and if there are any complaints, I 
haven’t heard them. 

I just wonder why it is not possible for the people in other sections 
of the country to deal that way with each other. 

Mr. Cannon. You know, Mr. Jonas, one of my warmest and closest 
friends, John H. Kerr, was a Representative of the State of North 
Carolina for many, many years. For years and years, he used every 
effort to secure Government money to build the Buggs Island Dam, 
in order to supply power, in order to supply flood control, in order to 
supply many other advantages, recreational and others to that section 
of the country. His service was so outstanding, the Committee on 
Appropriations did an unusual thing. 

For the first time in the history of the country, we named a dam 
for a man while he was still living. We changed the name Buggs 
Island Dam, to the John H. Kerr Dam. Due to opposition down 
there on the part of the private utilities, they refused to build a trans- 
mission line from that dam, and the testimony before our committee 
this last hearing was that the Government is losing $6 million a year 
because of lack of a transmission line to carry current from this dam 
to consumers other than the private utilities who are taking it at the 
site and at their own rate. 

Mr. Jonas. I am not commenting on the situation in eastern North 
Carolina. I am not familiar with all the ramifications, of that con- 
troversy. I understand, however, that they are getting closer together 
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now that they have in the past, and there is some real prospect of some 
settlement. 

Mr. Cannon. It is to be hoped so. The loss of $6 million down 
there is because the private utilities lobby won’t agree to the building 
of a transmission line from the dam. 

Mr. Jonas. But I will say in my part of North Carolina we have 
just as high a percentage of farms electrified, the rate is reasonable, 
I haven’t heard any criticism of it, and there is a close w orking ar- 
rangement between the private utilities and REA’s and the co-ops. I 
just didn’t understand why you thought it would destroy the REA’s 
and the co-ops in your part of the country if they had to buy a kilowatt 
of power from the private utilities. 

Mr. Cannon. That is not my opinion. I am merely quoting the 
opinion of those who appeared before the committee. I am merely 
reporting the testimony introduced on the subject. It is not my opin- 
ion. It is only necessary for the gentleman, or anybody else, to read 
the hearings to see that that is true. As far as the good relations be- 
tween the co-ops and the private utilities down in your State go, I think 
that is most admirable. I wish we had similar conditions and a similar 
situation in my country. Possibly, it might be explained by the fact 
that the cooperatives are yardsticks down in your country. I don’t 
know anything about it, but doubtless if they were not there, it is 
possible that the private utilities might begin to raise the rates on the 
consumers, and here would be no restraining influence like the co-ops 
to indicate how cheap service should be generated and transmitted. 

Mr. Jonas. I will say, with respect to that, they couldn’t raise the 
rates without getting the approval of the utilities commission of my 
State, and I believe if the regulator bodies in the States are discharg- 
ing their responsibilities, they can keep the rates down in other parts 
of the country. 

Mr. Cannon. Well, now, your commission seems to be functioning 
very satisfactorily, but there is no assurance that it would be if it were 
a national situation. When the entire business of producing and dis- 
tributing power is controlled by a private monopoly, it will have a 
real test. 

Mr. Moss. Isn’t it true that in many of the States the REA rates 
are not subject to regulation by the respective utilities commissions, 
and that in their dealings with private companies, it is a matter of 
negotation? I am not familiar with the laws in Mr. Jonas’ Sts ite, but 
it 1s quite possible that your State utilities commission does not regu- 
late the REA rates, and the wholesale negotiation with the private 
companies is one voluntarily arrived at. 

Mr. Cannon. And further, there is no assurance that because the 
personnel of one commission has administered the law in a satisfactory 
way that would be true of all commissions of that character. 

Mr. Moss. It is true, also, that REA’s have resisted regulation by 
utility bodies because they have a problem which is peculiar to them, 
and is not the same problem of the private utility engaged in distribu- 
tion in urban centers or in the more populous centers. 

Mr. Cannon. That is juite true. The cooperatives’ original purpose 
is to produce and distribute current at the lowest practical rate. No 
public commission could reduce their rate, and there is no reason why 
they would want to increase their rates. 
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Mr. Jonas. I have one other question, sir. 

I understood you to say that during the last 2 years, you had noted 
a tendency to destroy REA on the part of the administration. Isn’t 
it true that during the last fiscal year the administration of the REA 
made as many loans, dollarwise, as it did in the preceding year, and 
aren’t they making loans right along, and isn’t it true that they have a 
smaller backlog now than they did in 1952? 

Mr. Cannon. The administration of the Department of the In- 
terior has been so obviously antagonistic to REA that it has been re- 
flected not only in legislation, but in the financial statements of the 
REA. As I have said before, for the first time all of them were run- 
ning in deficit. They could not make enough money to meet the 
amortization payments when due. 

Mr. Jonas. You don’t mean all of them are running in deficit. 

Mr. Cannon. Well, the statement made before us was that all of 
them were in deficit, every one of them. That situation has been 
changed by reactivation of the original contract under the new bill. 

Mr. Jonas. You mean all the co-ops? 

Mr. Cannon. Allin the territory concerned. 

Mr. a is. You mean in the Southwest. 

Mr. Cannon. Yes, if the members of the committee will consult the 
heari ae they will find the statement made there by Mr. Wright, the 
manager of the Southwestern, that all were in deficit. 

Mr. Jonas. I asked, Mr. Cannon, if it were not true that the REA 
Administrator, those in charge of the program, if they have not been 
diligent in making loans, and ‘if that policy ‘has not continued since this 
administration has been in power. The record on making loans is 
comparable to the preceding administration ? 

Mr. Cannon. Of course, that would not be a criterion. The testi- 
mony before us by the cooperatives themselves and by the Southwest- 
ern Authority was that they had had an unfriendly administration of 
the policies toward the farm cooperatives. 

Mr. Moss. On that point, Mr. Cannon, didn’t the Congress have to 
increase the amount available for loans beyond that requested by the 
administration within the past few years in order to make available 
enough money for REA loans? 

Mr. Cannon. Oh, ves. Certainly. 

Mr. Moss. Do you have any more questions, Mr. Jonas? 

Mr. Jonas. No. 

Mr. Moss. Mr. Dawson, do you have any more questions ? 

Mr. Dawson. No. 

Mr. Moss. Mr. Cannon, I am certainly in complete agreement with 
the sentiments expressed by you, and particularly your reference to 
the preference provision of the Flood Control Act of 1944. Having 
been here in Congress at the time that act was originally written, and 
undoubtedly having played a major role in securing the passage of it, 
is it your interpretation that that is a mandate on the Department, or 
is it merely permissive that they grant preference? Was it intended 
by the Congress that they diligently try to supply these REA agencies 
with power from Government sources? 

Mr. Cannon. Unquestionably, Mr. Chairman, as the debate on the 
floor at the time this provision was adopted will show. and as its ad- 
ministration up to 1954 indicated, it was mandatory that the farmer 
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cooperatives and municipal ownership plants should have priority 
in the distribution of power by public generation. 

Mr. Moss. And it is your impression that there is a definite effort 
now to circumvent that law ? 

Mr. Cannon. Unquestionably. The action of 1954 could have no 
other effect. 

Mr. Moss. The utility business is a very peculiar business in that it 
is always a monopoly in which it operates. If you are going to have 
effective competition, you have to have it on a comparative basis rather 
than on a strictly competitive basis in the same area. 

Mr. Cannon. That is true. 

Mr. Moss. And that is the value of the yardstick to give the com- 
parison. 

Mr. Cannon. Exactly. 

Mr. Moss. If there are no further questions, I want to express the 
thanks of the chairman, who necessarily is absent at this time in the 
Committee on Labor. We are very pleased that you were able to be 
here, and thank you for your testimony. 

Mr. Austin. May I ask just a couple of more questions just to 
clear up a couple of points that have come up in the last few minutes. 

Mention was made by you of the John H. Kerr Dam, which is 
between Virginia and North Carolina, if T remember correctly. 

Mr. Cannon. Yes; it is in North Carolina, near the border. Maybe 
some of the area served by it runs over into Virginia. 

Mr. Avstrx. There is a possibility that this subcommittee will be 
looking into that a little bit. There have been requests made from 
the area. Can you tell us a little bit about this? You mentioned 
that the power at the present time was being sold at a very low 
rate, at least a part of it, and that there was a consequent loss to the 
Government because of the power being sold at the very low rate. 
Was I correct in that ? 

Mr. Cannon. I have no information as to the rates at this time, but 
the facility asked for a transmission line which would carry the power 
generated by this huge dam to the consumer. That money was denied 
and the statement was made before our committee that the Govern- 
ment is losing $6 million a year through lack of facilities for trans- 
mitting power over such a transmission line. 

Mr. Avstrn. Is it quite possible then, that if that transmission 
could be arranged for in some manner, the Government would get 
more revenue and also the rural electrical cooperatives of North Car- 
olina would be able to buy power cheaper than they are buying it 
today ? 

Mr. Cannon. That would be the inference, Mr. Chairman. Of 
course, I wouldn’t want to make any statement like that. The only 
— that was adduced before our committee was this reference, be- 

cause we were not investigating that matter directly. It was ineci- 
dentally that they indicated the Government was losing $6 million a 
year because they must sell their power at the bus bar. 

Mr. Jonas. You mean the money was denied this year? 

Mr. Cannon. Oh, no, that was 1954. Money was denied in 1954. 
The dam was completed about that time. 

Mr. Jonas. Was any money put in this year for it ? 
Mr. Cannon. I do not know whether that question was raised. 
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Mr. Austin. You mentioned that the G. and T.-SPA contract had 
been revalidated by the action this year of Congress. 

Mr. Cannon. Reactivated. 

Mr. Austin. I mean reactivated, excuse me. Was that reactiva- 
tion at the suggestion of the Department of the Interior? 

Mr. Cannon. Oh, no, the Department of the Interior was adverse, 
as I understood it. It was made at the request of the cooperatives 
and a showing of the need for it. 

Mr. Austin. You mentioned a moment ago that the REA appro- 
priation for loan funds had been raised by Congress over the recom- 
mendation of the administration to Congress. Do you remember 
what the figures were for either of the last 2 years’ appropriation re- 
quests, and how much Congress actually granted to the REA with 
which to make loans? 

Mr. Cannon. Unfortunately, we deal with so many items, thou- 
sands and thousands of items, in apropriations, that I do not at this 
time recall the exact amount. 

Mr. Austin. Thank you very much, Mr. Congressman. 

Mr. Cannon. Thank you, Mr. Chairman. 

Mr. Crruporr (presiding). In view of the fact that the minimum 
wage bill is on the floor this afternoon, and practically all the Mem- 
bers of the House are definitely interested in the legislation, we will 
adjourn until tomorrow morning at 10 o'clock in this same room. 

(Whereupon, the hearing adjourned at 11:50 a. m. until Wednes- 
day, July 20, 1955, at 10 a. m.) 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


WEDNESDAY, JULY 20, 1955 


House oF REPRESENTATIVES, 
SuBcoMMITTEE ON Pusiic Works AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., caucus room, 
Old House Office Building, Representative Earl Chudoff (chairman 
of the subcommittee), presiding. 

Members present: Representatives Chudoff (presiding), Moss, and 
Jonas. 

Also present: James A. Lanigan, counsel for the Subcommittee on 
Public Works and Resources; and H. Vance Austin, associate counsel. 

Mr. Cuvuporr. The subcommittee will be in order. 

This subcommittee has the honor and privilege of having as one of 
its witnesses Senator Mike Monroney from Oklahoma. 

Yesterday, Congressman Clarence Cannon, of Missouri, chairman 
of the House Appropriations Committee, appeared before this com- 
mittee and gave us very valuable information concerning the problem 
of electricity for the farmers in his State. We know that the farm 
people in Oklahoma were, for a very long time, without electricity, and 
we appreciate your being here with us to tell us a little bit about the 
situation and also the electrical supply for those farmers in your State. 
I wonder if you will give us a little information to let this committee 
know how important it is to the Oklahoma farmers that they do have 
an adequate supply of low-cost power and what they get out of this. 


STATEMENT OF HON. A. S. MIKE MONRONEY, A UNITED STATES 
SENATOR FROM THE STATE OF OKLAHOMA 


Senator Monronry. I appreciate the opportunity you have given 
me of appearing here to discuss the power problems of the REA’s and 
other preference users in the Southwest, particularly in the State 
of Oklahoma. In Oklahoma, at the time the REA Act became effective 
in 1938, less than 5 percent of farms were wired for central station 
electricity. Today, the figure is nearer 85 percent, so you can see the 
tremendous increase in the number of farms that have been touched 
by rural electrification and all the things it means. 
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In addition to that, while REA was originally thought of primarily 
to bring the convenience of twentieth-century living | to farm homes, 
our farmers have learned to use it to increase and step up the pro- 
duction of livestock, chicken raising, and dairying. There is hardly 
a farm activity that is not greatly benefited by the availability of 
central-station electricity. In fact, the load of electricity per meter has 
more than doubled in the State of Oklahoma since the time the farms 
were first wired and each succeeding year, as the farmer adds new tools 
of farm production to the line. 

So you can see that as we went above 100,000 users, power supply 
became a very serious question. Not just the original investment in 
distribution lines therefor, but without the power to go into them to 
have a steady and firm amount capable of supplying needs at any and 
all times, these distribution lines become less valuable. That was the 
reason why, with a shortage of power throughout a great portion of 
Oklahoma and throughout a great portion of the rest of the Southwest, 
that we encouraged the formation of the generating and transmission 
co-ops to work in conjunction with, and be integrated with, the South- 
western Power Administration. 

The Southwestern Power Administration, as you know, was formed 
about 1940 as the power sales agency for the public power generated 
at the various dams in the Southwest. Obv iously, the Southwestern 
Power Administration did not have the lines running out to the rural 
load centers so these users could acquire and use the power generated 
in these dams. 

So it became necessary for the REA’s to join together and form 
transmission co-ops, five of which now operate in the Southwest. In 
this way, with integration of the G. and T. steam power with the 
hydroelectric power of the Southwestern Power Administration, the 
plan that was set up in 1948 and 1949 offered us a great chance of meet- 
ing this ever-increasing need for electric power on the farm, and to 
maintain the lowest possible 1 ‘ate for that service. 

Mr. Cuvuporr. Senator, you'are familiar with the Southwestern 
Power Administration and the generation and transmission systems 
in Oklahoma. What is your opinion as to the manner in which Interior 
and the Southwestern Power Administration have accepted their 

responsibility to Congress to recommend appropriation and legislation 
and make the SPA systems turn out low-cost power for rural people 
in the Southwestern Power Administration area ? 

Senator Monroney. Fi ‘ankly, up to about 1950, about the time the 
G. and T.’s were getting ready to generate steam power, we had good 
cooperation from the Interior Department. In fact, we had good 
cooperation even in 1950. However, the private utilities, fearful I 
think, of losing their monopoly on the supply of power to these rural 
electrification lines, put on a major fight in both Houses of the Con- 
gress. I think through misinformation and lack of understanding on 
the part of Members, they managed to limit the use of the continuing 
fund, which had made possible the contracts between the REA generat- 
ing and transmission co- ops and the Southwestern Power Administra- 
tion, and finally succeeded in having it eliminated. By this maneuver 
they forced the Congress, as a way of saving the contracts, into an 
annual appropriation for the purchase of steam power for integration 
and resale. 
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Actually, this annual appropriation, instead of coming out of the 
continuing revolving fund, as in any sound business operation, gave the 
impression to Congress that this power supply was being subsidized, 
which it certainly was not. ‘The power was sold, money collected ¢' ‘t 
profit, and it came back to the Treasury. But the appropriation for i 
operation, independent of the return which never showed up in con- 
gressional budgets or appropriation bills, made it look as though the 
Government was subsidizing these REA generating and transmission 
co-Ops. 

Mr. Cuuporr. Do you think the old type G. and T. contracts with 
SPA were pretty good examples of the best form of partnership be- 
tween the local people and the Government ? 

Senator Monroney. I certainly do, and I regretted very much after 
the blow was struck by the private utility people i in 1950, and after 
the administration changed in 1953, there was in Congress a drive to 
declare invalid, to ¢ ancel out, to repudiate the Gov ernment’s solemn 
contracts with these generating and transmission co-ops. In other 
words, the appropriation bill directed that these contracts be made 
inoperative, and told the transmission and generating co-ops that they 
should try to work out some kind of an arrangement with the private 
utilities to integrate their transmission and generation lines with the 
private utilities. 

That happened after the administration changed. 1 don’t think it 
was the fault of the men who ran the Southwestern Power Adminis- 
tration, but I do think the Interior Department gave that direction 
and pushed that legislation through. As a result ‘of that, these well 
planned and well-engineered arrangements that would have integrated 
the hydroelectric power with the steam power of the G. and T. co-ops, 
together with the lines to take it to the load centers, were completely 
disrupted by the pressure of the Interior Department, which was 
eventually successful in prohibiting in the appropriation bill the car- 
rying out of these contracts. 

Mr. Cuuporr. Before the advent of the REA, did the private power 
companies show any disposition toward supplying the farmers with 
electricity, and since the REA, have the private utilities shown any 
kind of cooperation in getting to the farmers an adequate quantity 
of power at the lowest possible cost ? 

Senator Monroney. They showed absolutely no interest in any 
large-scale rural electrification. They did take what was the choice 
poor ga and go in and wire that. Their rates were very exorbitant, 

$500 to $1,000 for wiring a farm, and you know you can have a farm 
wired through REA for a fraction of that amount. So we had only 
the smallest portion of our farms electrified. The big load of power 
users, the demand for power that has been built up, is because of the 
Federal Government’s lending of funds to these RE.A’s. 

These farmer-managed co-ops have proven they can operate these 
REA distribution systems and pay off their loans in advance, because 
that is what they are doing in Oklahoma, as they are doing through- 
out the rest of the country. Now they can’t continue to do ‘that if the 
cost of the elecricity they must put into these distribution lines be- 
comes exorbitant, because the higher the cost, the less the farmer will 
be able to use. So the supply of cheap wholesale electricity is of vit] 
importance to the continuing success of the program. 
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We have had absolutely no cooperation from the private utilities in 
seeing that the power that is generated at public dams gets to these 
REA’s at the points where it is needed. There has been a little bit of 
wheeling done, but nothing like the success we have found in the State 
of Texas where the Texas Power & Light contract has worked very 
well. , 

Mr. Cuuporr. Would you go so far as to say that the private power 
companies are antagonistic to the REA’s? 

Senator Monroney. I would say they are antagonistic to the REA’s 
having any source of supply other than the private utilities. They 
want to keep them as captive customers, and have done everything they 
can throughout the years to prevent the Government from getting the 
power generated at public sources to the REA’s. 

Mr. Cuuporr. In other words, they want to be the sole source of 
supply to the REA’s? They want to set up the rates the REA’s use 
and under the high rates set up by the private companies, eventually 
the REA’s will be bankrupt and can no longer exist ? 

Senator Monroney. I am afraid the higher the rate goes, the more 
chance there is of bankruptcy. The rate was quite high in Oklahoma 
before we began to get this preference power. With each advance in 
distribution of this power by the Southwestern Power Administra- 
tion, the wholesale rate of power would fall. At one time we had a 
very satisfactory low rate. As the private utilities were able to cripple 
the arrangements between the G. & T.’s and the Southwestern Power 
Administration, we have seen the rate gradually floating up, both that 
charged by the private power companies who continue, and probably 
always will, to sell about 85 or 90 percent of the power needs. We are 
not asking to supplant the private power companies. We only want 
about 10 to 15 percent power supply to serve as a yardstick to give us 
bargaining power, to prevent exorbitant rates being charged by the 
private power companies to these REA’s, 

Mr. Cuvporr. It is amazing that the people who have been on the 
scene in the Southwest tell us that the only real complaint out there 
is the fact that the preference customers are not being taken care of 
in accordance with the act of Congress, and I was just wondering 
if you have received many complaints from your constituents in 
Oklahoma. 

Senator Mowvroney. I have, indeed. I have a whole file here. Most 
of these deal with municipalities which are being denied the right to 
increase their power purchases. Here is one from the small town of 
Spiro, Okla. It is dated April 22, 1955, and is written by the city 
clerk of Spiro. I quote: 

On account of not having enough contract demand (500-kilowatt) and elec- 
tricity, Spiro is in for a bad situation. Spiro’s present agreement with South- 
western Power Administration is for 350-kilowatt demand, and it should be at 
least 500-kilowatt demand. 

Unless you gentlemen, Congress, come to the aid of Southwestern Power 
Administration and permit Southwestern Power Administration to obtain more 
power and electricity from generating and transmission cooperatives and instruct 
the generating and transmission cooperatives to let the Southwestern Power 
Administration have more power for the next 2 years, Spiro won't have enough 
electric power to operate frozen locker plants, deep freezes, electric refrigerators, 
and so forth, let alone air conditioners. 

All our city water is pumped by electric pumps, and if our electricity were 
cut off when it exceeds 350-kilowatt demand, we no doubt would be short on 
water for most any need. You know it would be tough on a fellow wanting a 
cool drink on a hot day and there was none pumped up into our city mains. You 
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can imagine about everything shut down around here except our light, radios, 
and electric fans if we were cut off at 350-kilowatt demand. 

We hope you and your honorable body will see how dependent we are on 
Southwestern Power Administration for more electric power and make the correct 
shift to the Southwestern Power Administration so they can supply us up to 
500-kilowatt demand at least. 

They only need 150 more kilowatts, but the Southwestern Power Ad- 
ministration will not sell them that. They went through the whole 
list, cut down the amount these towns could have to their Dare commit- 
ments, and gave them no overage in the need for additional power. 
They have told them to go to the private power companies to get 
whatever additional power they need. The private power company 
rates are exorbitant. 

We have a resolution from several Oklahoma towns and one in 
Arkansas demanding that these G. and T. cooperative contracts be 
reestablished so power will be available to carry out our commitments 
to these preference companies. The same thing is true in REA proj: 
ects. You will notice the list put in the House hearings by the Ad- 
ministrator of the Southwestern Power Administration showed that 
requests for additional power by co-ops now being served amount 
to 24,510 kilowatts. That was put in by Douglas Wright. Those 
are your primary co-ops that need all the way from 50 to 800 addi- 
tional kilowatts. 

Then according to the list, you have other power users who have 
preference entitlement in the Southwest who could use 43,650 kilo- 
watts. That would give vou a load of a little over 65,000 kilowatts 
right there—that are ready, willing, and waiting to be used by pref- 
erence customers in the Southwestern Power area. 

Mr. Cuvuporr. That letter you read to us from that town in Okla- 
homa is not an isolated complaint, is it? It : universal ? 

Senator Monroney. Here’s this resolution. I don’t want to encum- 
ber the record, but it is signed by the following cities: Crescent, Goltry, 
Granite, Lexington, Purcell, Ryan, Skiatook, Spiro, Wetumka, Yale, 
Anadarko—all in Oklahoma—and Clarksville, Ark. All of them 
siened it. 

Mr. Cuuporr. Do you have any questions, Mr. Jonas? 

Mr. Jonas. Yes. Senator, refresh my memory, please, sir. When 
was the Southwest Power Administration created ? 

Senator Monroney. About 1942, if I remember correctly. 

Mr. Jonas. It was created to market the surplus power not required 
in the operation of its own system, to market that surplus power ? 

Senator Monroney. Yes, sir. It was the marketing agency for 
available power. 

Mr. Jonas. Created in the hydroelectric development of the two 
dams to which you referred ? 

Senator Monroney. That is correct. 

Mr. Jonas. Now, was there any language in the legislation creating 
the Administration which authorized Southwest Power to build or 
acquire steam plants? 

Senator Monroney. No, there was nothing at all in that legislation. 
It authorized them to distribute and sell at the lowest possible rate 
the power available to them. 

Mr. Jonas. Now the complaints which you have received and to 
which reference has been made are not directed to the sale of the 
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surplus power generated in these hydroelectric developments, but 
the complaint is that Southwest Power has not acquired additional 
electrical energy from steam plants to supplement that; is that true / 

Senator Monronry. Well, Southwestern Power has two ways of 
acquiring power from steam plants. One, they trade their pe raking 
power, which is of great value to the private utilities for their peak 
periods, you see, and ti a e back firm power over a steady period from 
the private utilities. So they are on a cooperative basis with the 
private utilities, and that way convert the high value of their hydro 
into more kilowatts, but of a steady nature for their load system. 

Mr. Jonas. What I mean, though, is that the complaints are not 
lirected at any action on the part of the Southwestern Power in 
failing to sel] strictly according to the requirements of the statute, the 
hydropower developed at the dam? 

Senator Monronery. They don’t ‘do that, because they trade their 
peaking power to the private utilities in exchange for steady power 
from their steam plants, which is good business. Both private power 
and Southwestern Power profit from that. 

Now, the same thing was approved by the Congress in contracts for 
integration between these G. and T.’s and Southwestern Power Ad- 
ministration. 

Mr. Jonas. Now that is what I would like for you, if you have the in- 
formation available, to show in the record, where Congress made that 
authorization. 

Senator Monronry. Each time Southwestern Power came before 
the Congress in the appropriation bills for at least 3 or 4 years, to my 
ee This matter was before the Congress and was approved 
by the Congress each time in the setting up of a continuing fund. In 
1950 that was challenged. When it was challenged, it was only a con- 
tinuing fund operation and it was set up as a definite appropriation for 
carrying out these contracts. 

Mr. Jonas. The appropriation made by Congress with respect to 
steam plants and transmission lines as built by G. and T.’s, the first pro- 
posal was that Southwestern Power construct those facilities itself, 
and that proposal was denied by Congress. 

Senator Monronry. I don’t recall their asking for steam se ints, but 
thev may have done so. My memory may not be too clear, but I don't 
remember thetr proposing it. 

Mr. Jonas. My understanding—and I say this with the expecta- 
tion that you will se me if Iam wrong—is that the very contracts 
which were discussed by Congressman Cannon yesterday, to which 
reference was made by the chairman and to whic ‘h you have alluded, 
for the construction of steam plants and transmission lines—my under- 
standing was that the proposal to do that by Southwestern Power was 
first made to Congress and Congress denied the fund to do it, and later 
Southwestern Power made these contracts which permitted the G. and 
I's. to construct these facilities, 

Senator Monroney. I do not recall. You may be right, but I do not 
recall any request ever being made by Southwestern Power to put in 
itsown steam plants. 

Mr. Jonas. Congressman Jensen made a statement when we had 
the Interior Department appropriation bill on the floor this year to 
that effect. ] nueht chee ‘k b: ie k into the rec ‘cords of the CG ongress to find 
out if that is true, but he made this statement on the floor and in a 
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aamphlet which he distributed, that the authority for Southwestern 
b ower to do that was denied, and later, in order to get around the re- 
quirement that they come to Congress for the funds, the y made the 
contract for the G. and T’s. to construct the facilities and sell the power 
to Southwestern Power. 

That is the substance of the contract. That is the way the contract 
provided for the REA to get the money from the Government to build 
steam-plant facilities and transmission lines and then sell the power to 
Southwestern Power, which would in turn sell it back to the co-ops. 

Senator Monroney. That is right. I just don’t recall their coming 
to the Congress for authority and appropriation. But you could be 
right. 

Mr. Jonas. One of the objections Mr. Jensen indicated had been 
made to these contracts was that a clause had been inserted in the con- 
tracts authorizing Southwestern Power to take the facilities over 
after they had been paid for it. 

Senator Monroney. That always caused a great deal of criticism in 
the Congress. 

Mr. Jonas. Was that not criticized by a lot of REA’s and G. and 
T’s.?- They felt that after they had paid for the facilities, they ought 
to own them and ought not to be under any obligation to turn them 
over to Southwestern Power. 

Senator Monroney. Southwestern Power felt that since they were 
maintaining the lines and so on, and by the time 50 years had rolled 
around they would have rebuilt them, the Government should h: a 
acquired the lines. The Congress this year provided that G. and ' 
contract would be amended to eliminate the lease-purchase provisions. 

Mr. Jonas. Did that eliminate the option clause / 

Senator Monroney. Everything that was objected to was elimi- 
nated. 

Mr. Jonas. You have stated that there is a power shortage in Okla- 
homa and throughout the Southwest, and that the users of power 
objected to the integration of these public-owned installations with 
private utilities. Now, what is the objection to integration ? 

Senator Monroney. There was no objection to integration, it was 
just impossible to get integration because both of them had steam 
power. You don’t integrate with something that is the same thing. 
You integrate with something you need, such as peaking power. 
That is why both the G. and T. and private utilities find integration 
with Southwestern Power very advantageous to them. The G. and T.’ 
trading and bargaining position with private utilities is not aaa 
oe you both have steam power. About the only use that these 

facilities might be to the private utilities would be the availability of 
these lines to wheel and carry some power to some of their load centers. 
As a matter of fact, that was the reason these lines had to be built in 
the first place. The private utilities were built to serve metropolitan 
and urban areas, and the rural load centers were entirely different. 
Consequently, the lines were not of much value to the private utilities 
and the efforts to integrate as Congress had instructed them to do in 
the appropriation bill of 1953, found not much enthusiasm on the part 
of either the utilities or the G. and T. 

Mr. Jonas. Isn’t integration feasible in the event either party to the 
integration agreement has surplus power ? 
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Senator Monroney. No, not unless the other party has a deficit 
to cover. 

Mr, Jonas. But assuming one needs the power and the other has a 
surplus, interchange would be feasible. 

Senator Monroney. Yes, but the private company has no deficit of 
power except in peaking power and they are getting that from South- 
western Power. They have no need to buy power generated by the 
G. and T.’s because the vy have their own steam plants for their steady 
load. What they need is that peak that they can turn on for 2 or 3 
hours a day to get the power they need in their lines immediately, in- 
stead of having to generate by steam for the short period of time when 
they must carry a heavy load. 

Mr, Jonas. Do you happen to know the percentage of power sold 
by Southwestern Power to preference customers, and the percentage of 
private utilities ? 

Senator Monronry. I have that in my files in the office, but I didn’t 
know you were—— 

Mr. Jonas. Do the private utilities that operate in Oklahoma all 
derive their power from steam plants? 

Senator Monroney. You see, they have a contract with Southwest- 
ern Power by which they get their hydro for peaking power on an 
exchange basis, which they then pay back in steady kilowatts to the 
Southwestern Power Administration. 

Mr. Jonas. Do you know how long those contracts run ? 

Senator Monronery. They are subject to revision, I think, every 
> years. They were first signed about 5 years ago. Quite a long 
negotiation period was required to work out those contracts which 
I think both have found advantageous, but it does take a lot of power 
away from the preferred customers. Also, because of defense needs in 
aluminum plants in Arkansas, we are piping a considerable amount 
of power from the Southwestern Power Administration over to that 
project. 

Mr. Jonas. Is it your feeling that the Government had an obli- 

gation to make available through Southwestern Power or otherwise, all 
of the electric ener gy requirements of the entire area ? 

Senator Monroney. No, but I think that whatever power is available 
should be put to its maximum use for serving as many preference cus- 
tomers with as much electricity as possible in that area. 

Mr. Jonas. Well, of course, merely to say that they should serve 
preference customers doesn’t meet the full requirement of the statute, 
because even before the preference clause in the act itself the intention 
is stated clearly to be to encourage the most widespread use of the 
power, consistent with sound business principle. Do you recognize 
that there is any incompatibility at all between the two clauses, pref- 
erence customers and the most widespread use ? 

Senator Monronrey. I don’t think you have any problem of wide- 
spread use being encouraged, because it is already being delivered to 
the four corners of the State. The preference customers, in themselves, 
are widespread. 

Mr. Jonas. I know, but to deliver all the power to preference cus- 
tomers would not necessarily mean it would receive the most wide- 
spread use. It would not necessarily mean that. 


Senator Monroney. In the first place, we don’t deliver to the pref- 
erence customers. 
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Mr. Jonas. I know, but have the preference customers contended 
they are not getting enough of the power? 

Senator Monroney. That is right. 

Mr. Jonas. Well, now, isn’t it true that if they should be delivered 
more power than they are now getting, that would not necessarily 
within itself meet the requirements of the statute that it be distributed 
so as to encourage the most widespread use ? 

Senator Monroney. I think you would get a widespread use of it. 

Mr. Jonas. What do the private utilities do with their power? Do 
they sell it to customers and aren’t they entitled to some power, too? 

Senator Monroney. I doubt if you can put the Government in the 
position of constructing dams in order to give the private utilities ad- 

vantage. I think sale or integration would be to the advantage of 
the REA’s. 

Mr. Jonas. I know that the private utilities can take care of them- 
selves. What about the private utilities’ customers? 

Senator Monroney. Their customers seem to be getting adequate 
amounts of electricity. It is the preference customers that seem to be 
having the most trouble. 

Mr. Jonas. Isn’t it because the preference customers insist that all 
the power generated and sold should go to them, irrespective of whether 
it meets the other requirements of the statute to make the most wide- 
spread use test? 

Senator Monroney. Actually, one of the main reasons for setting up 
these G. and T.’s in Missouri, Arkansas, and Oklahoma was the fact 
that we were not getting the widespread use of electricity. There 
were vast areas that these REAs couldn’t get a supply of electricity 
to serve. You have a feast and famine. You had a famine of power 
a few miles away from a municipality or a large city that had plenty 
or power. I see nothing inconsistent with the preference right or 
granting preference to these bodies and still encouraging widespread 
use. 

Mr. Jonas. I don’t think there is anything necessarily inconsistent, 
either, but I was just inquiring if nec essarily the terms are identical. 
If the ter ms are considered identical, why was the “the most wide- 
spread use” inserted in the statute as well as the preference clause? 

Senator Monronry. I still feel that the preference clause does ac- 
complish the widespread use. 

Mr. Jonas. That wouldn’t be true if there were a private utility 
operating close at hand that was distributing its power to more cus- 
tomers than a cooperative in a remote area. 

Senator Monroney. A private utility would have all the power it 
needs for its customers. We never find, except during peak periods, 
that they are short of power. Therefore, we are helping them by 
these integration contracts which they now have with Southwestern 
Power. 

Mr. Jonas. Is the objection to the purchase of wholesale power 
from private utilities based on what is estimated to be exorbitant 
charges? 

Senator Monroney. No, we would like to have, as I told you, 90 
percent of our power supply in Oklahoma REA’s come from these 
private utilities in arrangements worked out through the years. We 
found that when you have a little bit of public power to be available 
to REA’s as preference customers, and you have some made available 
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to them at 614 mills, there is a tendency on the part of the private com- 
panies to meet that 614-mill rate. And it proves to be a great saving to 
the farmers on powerlines. Rates have come down as we have had 10 
or 15 percent power availability that the REA’s could contract for if 
they couldn't reach a satisfactory agreement with the private utilities 
in that area. 

Mr. Moss (presiding). Isn’t that just a demonstration of the fact 
that whenever you have a competitive situation develop you can al- 
ways get a better deal, whether it is in power or buying of lumber or 
anything else? The competition tends to force down the price and 
create more favorable situations for people doing business ? 

Senator Monroney. I think it undoubtedly does. 

Mr. Jonas. Do you have information on the average price paid per 
kilowatt by the people in Oklahoma for private power / 

Senator Monroney. It is under 10 mills. It would be in the neigh- 
borhood of 7 mills. 

Mr. Jonas. Do you have any information available indicating the 
average price they charged the retail customer ? 

Senator Monroney. I don’t have that rate schedule. It is compar- 
able to the rate charged in cities, almost, by the time they get it dis- 
tributed. 

Mr. Jonas. The reason I asked that question, I have here a table in 
the pamphlet issued by Mr. Jensen which indicates that in certain 
States—he lists a number of States in which the average per kilowatt 
hour paid by REA for the energy they purchase does not always re- 
flect a lower charge to customers, and in many cases the retail price is 
above the average. 

Senator Monroney. I think you will find, Congressman Jonas, that 
the rate that is finally paid by the farmer is usually determined more 
by the number of members of his REA, the density on the lines, power 
usage, and so on. All lines out in Oklahoma are not heavily loaded 
with subscribers. We don’t have the heavy concentration of farm 
population that you have in some of your more heavily populated agri- 
cultural States. 

Mr. Jonas. Just for example, this table indicates that the average 
price paid by REA per kilowatt hour in the State of Missouri, based 
on the 1953 REA report, was 10.1 mills. But the average charge by 
REA per kilowatt hour for farm and nonfarm residential service was 
53 mills. In New York, for example, the average kilowatt hour paid 
by REA was 11.1, right close to the 10.1 in Missouri, but the average 
charge to retail customers in New York is only 36 mills. I just won- 
der if that doesn’t indicate that it doesn’t nec essarily follow that the 
ultimate cost to the consumer will be materially less by a difference of 
a percentage point or two in the wholesale rate. 

Senator Moyronry. Well, I think it would if the factor of the 
amount of power used is considered. If you will check your New 
York figure, you will probably find that the New York farmer is 
using a great deal more power in his production than the Missouri 
farmer is. Therefore, you can enjoy a better rate, as the greater the 
consumption of power would be per farmer. 

Mr. Jonas. Towa’s rate should be about the same as Oklahoma with 
respect to density, then. 

Senator Monroney. I don’t think you would have any comparison 
there with your Iowa farmer. 
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Mr. Jonas. Well, perhaps compare Iowa with Missouri. 

Senator Monroney. I think Iowa would reflect a high density and 
strong usage of electricity, because of their excellent economic situ- 
ation. 

Mr. Jonas. Would you consider Idaho a good comparison ? 

Senator Monroney. I think Idaho would be more nearly compa- 
rable to Oklahoma and Missouri. 

Mr. Jonas. This table indicates that the average price paid in Idaho 
by REA for its power was ten mils, that the average sales price by 
REA to the ultimate consumer was only 28.5 mils, as contrasted to 
the situation in Missouri which was 53 mills. 

Senator Monroney. That is Idaho? 

Mr. Jonas. Yes. 

Senator Monroney. You don’t know what the usage would be ? 

Mr. Jonas. I don’t know. The table was set out in the pamphlet 
distributed by Mr. Jensen when we had the Interior bill up a month 
or so ago. 

Mr. Moss. Isn’t it true that the cost to the consumer of REA power 
reflects only the cost which REA incurs in handling the power? It is 
a nonprofit thing. It has to retire its obligation, of course. 

Senator Monronry. It has to make money to retire the indebtedness 
it owes REA. It doesn’t accumulate any profit. It does accumulate 
some reserve. 

Mr. Moss. Do you think if vou have considerable distance between 
farms you are going to have higher costs ? 

Senator Monronry. And less economic distribution. 

Mr. Moss. It would be very difficult without having a specific 
knowledge of the character of any given REA to compare. 

Senator Monroney. The number of subscribers to the mile of line 
and also the amount of power used by each subscriber would be the 
only way you could analyze that. 

Mr. Jonas. In Oklahoma, do you have any regulatory body that has 
anv control over rates of private power ? 

Senator Monronry. No; we don’t regulate the rates sold to REA. 
We do have a corporation commission that regulates the private utility 
rates, but not asto REA. 

Mr. Jonas. No statutory authority to regulate the wholesale rates? 

Senator Monronry. No, sir, strictly a negotiation proposition, and 
if only one private utility is in the area that can possibly serve that 
REA, it can be somewhat difficult sometimes to get the REA rate. 

Mr. Jonas. I would like to make this statement. I have had con- 
siderable difficulty understanding the seriousness—you recognize it 
for one—of the proble m in the Southwest, for example, with respect 
to power. IT live in a town in which the municipality owns the power 
system. We buy our power wholesale from a private utility and 
distribute it to the people in the town. We have never had a power 
shortage in my part of North Carolina, to my knowledge. We don't 
have any public power. Yet we are perhaps as heavily industrialized 
in Piedmont, N. C.. as in any section of the United States. We have 
REA’s, too. I am not opposed to them. We have several in my dis- 
trict. TI understand their problem. We don’t have any arguments 
about them. T have supported the REA’s appropriations ever since I 
have been here. . 
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We have a very easy way, apparently, of working with the private 


utilities in my part of North Carolina. I just wonder why it becomes 
necessary in certain sections of the country for the Federal Govern- 
ment to advance large sums of money to make power available when 
there is the example of the way we have done it. That is the reason 
I must confess that I have not understood entirely how dependent you 
people are on Government funds for your power requirements. 

Senator Monroney. Up to a year or so ago—I am not sure if it has 
been changed or not—the private utilities w ould not supply municipal- 
ities that had their own municipal system. We had trouble that way. 
We had trouble with the REA’s being allowed under the contracts 
they made with private utilities to pick up a cotton gin in the nearby 
area. That load has to be served under the contract by a private 
utility. Restrictive contracts create difficulties. Impediments in the 
way of a sound operation create difficulties. Apparently, you don’t 
have that situation in your negotiations in North Carolina. 

Mr. Jonas. They may have had them. I haven't heard of any. 

Senator Monroney. If there had been several, you would have heard 
about them. These REA’s are pretty prompt to advise you. 

Mr. Jonas. They have been in touch with me on many subjects. 
I know we haven’t had a shortage of power and we have as high a 
percentage of our farms wired for electri icity as any State in the Union, 
in my opinion, well above 90 percent. I just wondered what causes 
the difference between the situation in my part of the country and the 
situation in other sections of the country in respect to power? I am 
not questioning the advisability of building multipurpose dams or 
the sale of surplus power at all. My question arises when we get 
into the business of building steam plants, which is a purely commer- 
cial proposition, as I see it. 

Senator Monroney. You have built those in many parts of the 
country. G. and T. steam plants are not a new idea at all. We have 
them in many parts of the country. 

Mr. Moss. Excuse me, Mr. Jonas, but Senator Monroney indicated 
he would be available to testify for just a half hour. 

Senator Monroney. I would like to go on. I am enjoying this 
very much, but I have a very important meeting in the Interstate and 
Foreign Commerce Committee that I must attend. 

Mr. Jonas. I hope you don’t think I have been cross-examining you. 

Senator Monroney. Not at all. I appreciated this discussion very, 
very much. It has been a pleasure to have the questions and discuss 
them with you. 

Mr. Moss. We have been very glad to have you here. I want to 
personally express my regret at having had another meeting and 
having been unable to be here in the beginning. 

Senator Monroney. I am sorry that I do have this very important 
meeting that I must attend. ‘Thank you very much. 

Mr. Moss. Onr next witness will be Doctor Henry Blalock. I would 
like to announce that former Governor McMath has a virus infection 
and will not be able to be with us, although he has indicated a willing- 
ness to testify at a later date. 

Mr. Moss. Dr. Blalock, will you identify yourself for the record ? 
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STATEMENT OF HENRY W. BLALOCK, SR., SILVER SPRING, MD.. 
SPECIAL ASSISTANT TO THE MANAGERS OF THREE GENERATING 
AND TRANSMITTING COOPERATIVES 


Mr. Buatock. My name is Henry W. Blalock. I live at 9211 Kings- 
bury Drive, Silver Spring. I am presently employed by three of the 
G. and T. cooperatives referred to here this morning in the Southwest. 
One is the N. W. Electric Cooperative, with headquarters at Cameron, 
Mo. One is the Central Electric Power Cooperative at Jefferson City, 
Mo., and the third is the Western Farmers’ Electric Cooperative at 
Anadarko, Okla. 

Mr. Moss. Have Mr. Austin of the staff open with the questions, 
first. 

Mr. Austin. Dr. Blalock, would you give us a little bit of your 
educational background, particularly insofar as it applies to the field 
of electricity ? 

Mr. Buatock. I was born at Evergreen, La., and educated in the 
public schools there including the Louisiana State Normal College, 
where I graduated and took my bachelor’s degree in education at 
Louisiana State University. I then pursued my academic training at 
the University of Illinois, where I specialized in economics, the eco- 
nomics of public utilities and was awarded a fellowship in that field 
at the university. 

I took my master’s degree there in 1929, and my doctor of philoso- 
phy degree in 1931. Immediately upon completing my graduate work, 
I became assistant professor of business administration at the School 
of Business Administration at the University of Arkansas. I later 
became associate professor of rural economics in the College of Agri- 
culture at the same institution, the University of Arkansas. That is 
a period of 1931 to 1937. 

In January of 1937, I was appointed by the Governor as a member 
of the Public Services Commission of Arkansas, and served in that 
capacity about 414 years. Upon completion of that assignment, I 

‘ame to Washington and served in several capacities on the staff of 
the Federal Power Commission. At one time I was acting head of 
the Rates and Research Department. At another time I was special 
assistant to the Chairman. I was also special assistant to the entire 
Commission—the Commissioners—and I was rate investigator and 
renegotiator of World War II power contracts in the 13- Western 
States. 

Upon completion of my tour of duty with the Federal Power Com- 
mission, I became the Washington representative—or in charge of 
the Washington office of the Southwestern Power Administration. 
I served in that capacity from September 1946 to the 1st of May, 1954. 
Since May of 1954, I have been employed by the three cooperatives 
to which I referred earlier. 

Mr. Austin. These three cooperatives to which you referred are 
cooperatives of the classification we have used here, calling them G. 
and T.’s, is that right ? 

Mr. Buatock. Yes. 

Mr. Austin. These are three of the G. and T.’s which do have inte- 
gration contracts with the Southwestern Power Administration 

Mr. Bravock. That is correct. 
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Mr. Austin. Dr. Blalock, do you have an outline, at least, of the 
statement you wish to make to this group here? You have been in 
the room, I know, yesterday and today. You are familiar with the 
problem that the committee is facing and their interest in this matter 
of the Southwestern Power Administration and the G. and T.’s. Are 
you prepared to just go ahead and in your own way make a statement 
to us ¢ 

Mr. Branockx. Yes, Mr. Austin. This outline to which you refer 
is for my own guidance and I will try to be helpful to the committee 
in its understanding of a very difficult and complicated problem. 

It is a problem that cannot be explained in a short period of time 
and must be gone into rather thoroughly. If the committee will in- 
dulge me to do so, I will attempt to get into the problem fairly hur- 
riedly. L welcome questions at any time, but I believe a great deal 
more could be accomplished if I move through my suggested testi- 
mony without too much digression. 

This problem, of course, grows out of the responsibility of the Fed- 
eral Government to market surplus hydroelectric power in the South- 
western area. ‘These streams out there have been under investiga- 
tion for quite some time. While I was in Arkansas, in my official 

capacity on the Public Service Commission, I was familiar with the 

efforts being made at that time to get some of these hydroelectric 
power projects developed. I testified at a Corps of Engineers hear- 
ing in favor of development of these projects. 

I did so because I believed that the development of the fine hydro- 
electric projects on the White River and its tributaries, and the Arkan- 
sas River and the Red River, would bring about cheaper power in 
that area; and cheaper rates would, of course, mean greater benefits 
to the people of the area. 

Now, the streams in the area do not have constant, steady flows. 
There are seasons when great floods come down the streams. There 
are other seasons when the drought reduces the flow in the streams 
to relatively low flows. One of the reasons for developing these 
streams was to reduce the flood damage and the development of power, 
of course, was more or less a byproduct. The real purpose of under- 
taking the development was flood control. 

But since power could be developed and there was a large amount 
of power there, in conjunction with flood control it was highly desir- 
able to make multipurpose projects out of them. 

Now, Mr. Austin, if you prefer at this time, I could refer to this 
map and point out to the committee the various cooperatives and their 
field and so on, if vou think that would be desirable at this point. 

Mr. Avsttn. I think if you could do that, it might set the stage for 
discussion later. Might I suggest, here are a few maps that cover the 
same territory. The detail is slightly different. I have passed some 
to the gentlemen up here, and it might be that some of the people at 
the press table might find it helpful. Do you want to look at them 
and be sure they fit in with your map? 

Mr. Brarock. On this map there are the four States of Kansas, 
Oklahoma, Arkansas, and Missouri. The Southwestern Power Ad- 
ministration serves also part of Texas and Louisiana. They are not 
shown on this map because none of these properties are in Texas or 
Louisiana. The large dotted line you see on the map here, running 
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generally in a northeasterly-southwesterly direction are transmission 
lines owned by the Government. 

You will notice in Missouri, running through Springfield, there is 
another dotted line which also belongs to the Government, and under 
the control of the Southwestern Power Administration. These are 
large transmission lines that carry very substantial quantities of 
power. 

You will notice a transmission system in central Missouri with a 
heavy blue line running down to north-central Arkansas. That system 
is owned by the Central Electric Power Cooperative. It consists of a 
generating plant at Chamois, Mo. It has one generating unit a sys- 
tem of 69-kilovolt transmission lines that take the power out to the 
load centers of the distribution co-ops. The lines of the distribution 
co-ops are not shown on this map. 

The heavy blue line is a large transmission line, 161 kilovolts, that 
is owned by the Central Electric Cooperative and goes to the dams 
owned by the Government. So they have a physic al contact with the 
hydroelectric power at one of the dams, and, of course, is intercon- 
nected with the other dams through the transmission of the South- 
western Power Administration. 

You will notice in northwestern Missouri some transmission lines 
shown in the green color. That system is the N. W. Electric Power 
Cooperative with he: adquarters at Cameron, Mo. They have a gen- 
erating plant located at Missouri City, 40,000 kilowatts, 2 units. 
They have an extensive transmission system north of that plant which 
consists mostly of 69-kilovolt lines e: arrying power out to distribution 
cooperatives who are members of their co-op. They also have a large 
161-kilovolt transmission line which runs all the way from their 
generating plant at Missouri City down to the Bull Shoals Electric 
plant in southern Arkansas. 

You will notice also in southeastern Missouri a system of trans- 
mission lines in red color. This is a system of 69-kilovolt lines owned 
by the Kamo Electric Cooperative with headquarters at Vinita, Okla. 
They have some additional properties in Oklahoma not shown on this 
map. 

You will notice also a system of transmission lines in central south- 
ern Missouri shown in a light blue color. That system is owned by 
the Sho-Me Electric Cooperative. 

Then in western Oklahoma, you see a system of transmission lines 
shown in a red color. That is the Western Farmers Electric C oopera- 
tive with headquarters at Anadarko, Okla. They have a generating 
plant at Anadarko of 30,000 kilowatts, 2 units. The plant is inter- 
connected with the Southwestern Power Administration at the plant. 
These systems comprise the power systems that we are discussing this 
morning. 

Mr. Austin. I don’t wish to interrupt you, but T wonder if you 
are going to spot the hydroelectric dams in that system in some other 
manner that we might understand? You ean glance at this m: ip—I 
believe this one shows the hydroelectric projects—so the committee 

can have a better understanding of just where the hydroelectric 
projects are that belong to Southwestern Power Administration. 

Mr. Brarock. There are two projects on the White River and its 
tributaries, located in north-central Arkansas. One is known as the 
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Bull Shoals project, with 4 hydro units, totaling 160,000 kilowatts of 
capacity. Near it is the Norfolk project, on the North Fork, a -tribu- 
tary of the White River, with 2 units, 70,000 kilowatts. 

Near Hot Springs, Ark., is a project that is being completed known 
as Blakely Mountain. That has about 90,000 kilowatts in it, as I 
recall. It is not physically interconnected with the Southwestern sys- 
tem, but is interconnected by a contract with A. P. &. L. Co. 

There is also another project not shown on this map located in the 
southwestern corner of Arkansas, known as the Narrows project. 
That is a small project with 17,000 kilowatts in 2 units. It is not inter- 
connected to the transmission system of the Southwestern Power 
Administration. 

On the Red River, between Oklahoma and Texas, almost due south 
of Oklahoma City, is the Denison project, 2 units, 70,000 kilowatts, and 
it is interconnected to this heavy transmission line of Southwestern 
Power Administration. 

In northeastern Oklahoma there is the Fort Gibson project and the 
Tenkiller Ferry project, both are in operation. I think the Fort Gib- 
son project has installed about 40,000 kilowatts, and the Tenkiller 
about 34,000 kilowatts. 

Then, in Texas we have the Whitney project, which is not inter- 
connected to Southwestern Power Administration. That comprises 
the projects that are in operation. 

The Table Rock project in southwestern Missouri, near Springfield, 
Mo., is in the initial stages of construction. It will be a very large proj- 
ect of 100,000 kilowatts, but will not be in production until about 1960. 

Mr. Austin. Then the steam plants you showed us here, as the prop- 
erty of the G. and T.’s and the hydroelectric plants you pointed out 
to us form the total capacity of the integrated G. and T. system ? 

Mr. Bruarock. Under the reactivated contracts. 

Now, due to the irregular flow of the streams with very large quan- 
tities of water coming down in flood periods, the Army engineers 
designed very large generating units. The purpose of this was to 
be able to pass large quantities of water in a relatively short period 
of time. That way you could pass more of your water through 
your water wheels and get more power generated in periods of flood 
stage than if you had small units. 

Due to the fact that these are large units, it means then that when 
your water flows are low, vou do not have a sufficient water supply to 
run these large units, or this large capacity, for a sufficient length of 
time to serve customer loads. Of course, you relieve that situation to 
some extent by providing storage in the reservoirs. However, even 
the storage, plus the inflow in the summer and dry periods, will not 
give you a sufficient quantity of water to run those large units con- 
tinually, or even to care for 50 or 60 percent load-factor load. 

Some of these projects have relatively low plant factors, that is, low 
in energy. And now, of course, it is sometimes said that these are the 
kind of projects that can best be integrated with steam power, so that 
you can get the offpeak energy out of steam plants to firm up the ca- 
pacity in the hydro plants. 

Now. you have to get this energy from some place. If the power in 
the hydro projects is sold at the bus bar, and dumped into the svstems 
of the local private utilities, of course, they will firm it up in their sys- 
tem and maybe for their own benefit, depending upon the kind of 
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contract that exists. Or else, they will contribute the offpeak energy 
out of the steam plants so that it will be firmed up in the cana 
system for use to its customers. However, it will be firmed up either 
one place or the other, and who gets the benefit will depend upon the 
contract. 

Now, those are the situations that any administrator of South- 
western Power Administration finds himself in. He finds himself with 
these dams with large units—and I have no quarrel with that, I think 
they are properly designed—that will pass large quantities of water. 

But, he finds himself, even with storage and with the inflow of the 
streams, with insufficient water to utilize the full capacity of these 
units to meet customer demand. Then, when he looks at section 5 of 
the Flood Control Act of 1944, he finds that he has other obligations 
under the law to meet. I am sure I need not read that section into the 
record, because it is familiar to all of you gentlemen. 

The administrator reads there, and section 5 tells him that Congress 
wants him to encourage widespread use. If he is going to encourage 
widespread use, then he must sell the kind of power that people can use 
and want. In other words, he must sell power that customers can use, 
which must be firm power. He does not have very much firm power 
in his hydro plants because, as I have explained, there is not sufficient 
water there to firm up all of that hydro. 

He finds that he must sell his power at the lowest possible rates. 
Now anyone who sells something at a low rate must be a good business- 
man. That is the only way you can get cost down and sell things at 
low rates is to be a good businessman. He also finds that Congress was 
wise enough to say to him that he must use sound business principles 
in marketing this power. Then, they also tell him that he has to sell 
this power at sufficiently high rates to amortize all the cost of power in 
these projects, including the transmission lines and so forth. 

They also tell him that he must give preference in the sale of this 
power, preference to the Government, public bodies, and cooperatives. 
So, he must do a good business job, and he must do it using sound busi- 
ness principles. He has to spread this power as far as he can at the 
lowest possible rates, and still he must sell it for a rate approved by 
the Federal Power Commission, sufficiently high to pay back all of 
the costs in the power, all of that cost in the dam allocated to power, 
plus all the cost of the transmission system, and substations and other 
facilities used in the marketing process. 

Now that is a pretty difficult assignment. He inherits here in the 
normal function of his job a type of power that much of which capacity 

is not firm. Yet, he is directed by the law to sell that to customers 
who use power around the hours of the day, who want firm power, and 
he must use sound business principles in doing it. 

For example, take the Norfolk project which has installed 70,000 
kilowatts. It has, around the clock, a 24-hour power of about 13,000 
kilowatts. If you were handling customer loads with that project 
alone about the best you could do would be to sell about 25,000 kilo- 
watts to customers. You would have then the difference between 
70,000 and 25,000, or 45,000 kilowatts that you could not sell, if you 
were going to sell that power out of that project alone. 

Now they tell him to use sound business principles. Would it be 
sound business principles to sell the 25,000 kilowatts, unable to use the 
other 45,000 kilowatts? Or, would it be sound business principles to 
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go out to neighboring ——- and say to them, “I have a kind of 
power here that has gr value to you. You have something that I 
need, and need it Sky. ‘if I am going to do the kind of job that 
Congress said for me to do. 

“IT can save you millions of dollars of investment in generating 
plants that you will only use to peak on your systems, if you, in turn, 
will sell me back the energy, the kilowatt hours, out of your steam 
plants that you have no m: arket for because the *y are in your offpeak 
hours when your loads are down, and your plants are hot, and you have 
the energy there, and all you have to do is turn the generators. And, 
you can sell it to me very cheaply because it will cost you a little bit 
more to operate than not to operate these plants. If you will do that, 
I will run my hydro plant for 5 or 6 or 7 or 8 hours a day and cut 
them down for 16 hours. I will put all of my capacity in and all of 
the energy during those hours. But, then you must supply me back 
sufficient energy in the rest of the hours of the day, not just to replace 
the energy that I put into your system, but enough so that I can firm 
up some of these 45,000 kilowatts I have in Norfolk. Not all of them, 
because you could not quite do that except under the most favorable 
circumstances, but enough more so that I could sell not 25,000, that I 
could sell by myself without you, but give me back enough energy so 
that I could sell 35,000, 40,000, or 4! 5,000 kilowatts out of that project. 
And, I will save you millions of dollars because I will be putting this 
capacity on your peak to save you investment in your plants that are 
only going to operate 10 or 15 percent of the time.” 

That would seem to me what would be sound business principles. 
If I had the responsibility and Congress said to me, “You must use 
sound business principles,” I would not consider it would be sound 
business principles to sit down there and market 25,000 kilowatts out 
of that dam by itself and not go out to some neighboring systems and 
buy offpeak steam to firm up some of those other kilowatts so that I 
could get some revenue out of them and make power cheaper for every- 
body, rather than letting them go to waste. 

So, that is ar: ather difficult assignment, particularly when you have 
unfriendly companies that do not want to enter into an arrangement 
with you so that you will get some benefit out of it. To be sure, they 

want the benefit of those hydro plants to peak their systems, and to 
save these millions of dollars in steam-generating properties of their 
own, but they certainly do not want to give bac k some of the offpeak 
energy which the plants need to firm up that other capacity, so that 
the Government can make widespread use of that power. 

So, not only from a standpoint of sound business principles must 
you, when you are put in charge of the Southwestern Power Adminis- 
tration, with section 5 staring you in the face, go out and get this 
offpeak steam energy in order to firm up some more of this capacity, 
and because it is financially sound to do it, and you can make power 
cheaper for everybody, but it is also sound from the other standpoint 
of making this power widespread. 

And, one of the difficulties they have had in the Southwest, one rea- 
son they have not been able to m: ake this power w idespread, is because 
in their deals with the companies, they have not been getting but very 
little, if any, offpeak steam energy to firm up this unfirm capacity 
that they have in these projects. 
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Now, let’s go back to the time that section 5 of the Flood Control 
Act was passed. Senator Josiah Bailey of the great State of North 

Carolina—and my people originally came from that great State, Con 
gressman, and I am proud of it—offered an amendment, and this 
amendment was fought very viciously. Oh, maybe the word “vicious” 
is not right, but it was a battle, and considerable debate can be found 
in the Congressional Record over that amendment. Now that was a 
deadlock battle in the Congress to determine whether you were going 
to market this power by simply dumping it into the local private 
power company systems at the dam, or whether you were going to 
market this power as is contemplated under section 5 of the Flood 
Control Act of 1944. 

I am sure Senator Bailey and his followers were sincere and con- 
scientious in their views, but, gentlemen of the committee, this thing 
was fought out at that time. The principal tenor of the battle was: 
Are you going to sell this power at the bus bar as was provided in Sen- 
ator Bailey’s amendment to the local distributing companies—of 
course, there would be preference and so forth under certain condi 
tions through the companies—or was the Government going to under- 
take a utility responsibility as is provided in section 5 of the Flood 
Control Act of 1944? 

Now, the record, of course, shows that the Bailey amendment was 
defeated. And, section 5 of the Flood Control Act of 1944, as it was 
passed then, now is on the books. It is the law. 

And, section 5, in my judgment, requires the Government to assume 
a utility responsibility by selling this power to customers according 
to the needs and requirements of those customers, in other words, firm 
power. Of course, it must, under this law, give preference to public 
bodies and cooperatives, and then sell what is left after that preference 
has been given, and after the preference customers have come in and 
bought what they want of it. Then, if there is some left, of course it 
will be sold to the private companies or anyone else who may want it. 
However, SPA is required to give preference under the law, and SPA 
would be violating the law as it now is written unless they did give 
preference. 

And now, of course, the Department of the Interior was given the 

responsibility to market this power under this law, and Southwestern 

Power Administration was created to carry out that responsibility. 
Now, I may say this, that Southwestern Power Administration started 
out to carry out section 5, assuming a utility responsibility, as I think 
the law provides. 

They first made a study. I was not with the Administration at that 
time. This became known as the comprehensive study. This study 
showed that if a thorough and complete job was done in the Southwest, 
a considerable quantity of money needed to be spent for transmission 
lines to interconnect these dams and carry the power out to these pref- 
erence customers, and others, and also to build steam plants to firm 
up this power. They did say in the report that if contracts could be 
worked with private companies, they might not have to build any 
steam plants, or build any transmission lines, or these certainly would 
be less of them to build. 

But, in the fight, the companies somehow seemed to skip over that 
little paragraph in the report that indicated that the Government did 
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not necessarily say that all of these facilities and all of this money had 
to be spent, but that is what would need to be spent if the Government 
is going to assume a utility responsibility in the area without the 
cooperation of the companies. 

I might say that in subsequent years Southwestern Power Adminis- 
tration ran into considerable difficulty in carrying out their program. 
The private companies fought it viciously. They found a great deal 
of support in the Congress; appropriations were not forthcoming as 
might have been anticipated, and the Government had to shift its posi- 
tion to meet the situation, without sufficient appropriations to carry 
out the comprehensive program. 

The Government did not relinquish its utility responsibility, but 
sought to carry it out through entering into contracts with the private 
companies, to obtain the use of the surplus capacity in the transmission 
lines with the private companies to carry this power out to the prefer- 
ence customers, and to some degree, at least, to obtain some of the 
offpeak steam energy out of the private company systems to firm up 
some of the SPA capacity that is not firm. 

I might say, that it took a long time to work these contracts out, 
and the companies attempted to get everything out of the contracts 
for themselves as far as possible and to give as little as possible to 
SPA in return. One thing they attempted to do was not to firm 
up any capacity for the Government, so that the Government would 
not have any more power after the contract than before to come into 
competition with them. Business people never like competition, o1 
maybe I should say, most business people do not like competition. 

They did, however, with great concessions from the Government, 
give some use of their transmission lines to haul a limited quantity 
of this power out to the preference customers. Now these contracts 
leave much to be desired, but throughout them you can still find a 
shred, at least, of an attempt on the part of the Government to meet 
the utility responsibility which section 5 gives to it. They were at- 
tempting to get this power out to the preference customers. They 
were attempting to get at least some of this unfirmed capac itv firmed 
up so that they would have a little more capacity to give to the pref- 
erence customers. 

Not. until the present administration came in was there a com- 
plete abandonment of the fundamental principle in section 5, which 
requires the Government to assume a utility responsibility with re- 
spect to preference customers. 

Secretary Aandahl has said on many occasions—and I am para- 
phrasing his statement—that it was the job of the Government to 
sell this surplus power, and that is the end of its responsibility. 


He said: 


But from the policy point of view, I think it is desirable that the Federal 
Government not get as deeply into the buying and reselling of 


steam power 
as involved in those inoperative contracts. 


At that point he was referring to the contracts with the G. and T. 
cooperatives. On other occasions, he has been more pointed in his 
statement that he did not believe it was the responsibility of the Gov- 
ernment to undertake the firming up of this power, and assuming a 
utility responsibility, and marketing this power, as I think section 5 
provides. 
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I think it was fundamental philosophy of Assistant Secretary 
Aandahl—and I worked under him, and have a high regard for him 
however my views might differ from his—that got us into the diffi- 
culty with the G. and T. contracts. Of course, Secretary Aandahl 
inherited some difficulties, too, because when he came in the continu 
ing fund had run into difficulty in the Congress. However, he set 
about in the G. and T. contracts to « ‘completely shift the utility respon- 
sibility from SPA to the G. and T.’s so that they would enter into 
so-called integration contracts with the private utility companies. In 
other words, in the G. and T. contracts, the Government, in my judg 
ment, had gone a long ways to fully meet section 5 of the Flood Con 
trol Act of 1944. 

It had assumed a utility responsibility. It was going to use the 
transmission facilities of the G. and T.’s to get this power out. It 
was going to purchase the output of the G. and T. steam plants to 
firm up some of the capacity in these projects that was not firm. 
Those contracts met fully the requirements of section 5 of the Flood 
Control Act of 1944. 

However, certainly Secretary Aandahl wanted no part of these 
G. and T. contracts and wanted to substitute the private companies 
in the place of the Government in the old basic contracts. Funda- 
mentally, he did not believe that the Government should assume this 
utility responsibility which it would assume, and did assume under 
the old basic contracts. 

However, the Secretary said that if the basic contracts were react 
vated, if that was what the Congress wanted, he would go along with 
them, And, I am sure he meant that, and I am sure he will now, since 
they have been reactivated. However, he is not going to believe in 
them any more now than he did before. But, if it is the will of the 
Congress, he will, of course, carry out the will of Congress. I have 
no doubt about that. 

Now, let’s look at one of those contracts for a moment. Take the con 
tract with the N. W. Electric Power Cooperative at Cameron, Mo. 
That is the one I referred to as located in the northwestern corner of 
Missouri. This cooperative has a 40,000 kilowatt generating plant, 
and the load on its own distribution system is about 25,000 kilowatts. 
So, its plant has more capacity than its own load. Of course, it did 
sell, or sold, some of that capacity to this KAMO Cooperative to the 
south of it, but, so far as its own cooperative requirements, it can meet 
all of that, and then some, out of its own generating plant. 

So far as hydro power is concerned, it had no need for hydro power 
for itself. But, it did have great financial difficulties because the 
Government had gone back on the contract. that N. W. had with it. 
And so, to try to bail it out of these financial difficulties, Mr. Aandahl 
encouraged this cooperative to buy a block of this hydro power, wheel 
it up through this line, and sell it to the Kansas City Power & Light 
Co. Now, the Kansas City Power & Light Co. is not a preference 
customer, it is a private utility company, but N. W. Electric Power 
Cooperative is a preference customer. There the preference customer 
was being made the middleman to buy something under its preference 
which it had no need for, and turn around and sell it to somebody that 
was not a preference customer, while at the same time, down in Okla- 
homa the preference customers were crying for this power and could 
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not get it, could not even get enough power out of SPA to take care 
of the load increases. 

If they had a contract for 500 kilowatts and the load went up to 600 
kilowatts, they had to go out to the local private company and buy 
the other 100 kilowatts or shut off the customers. And, under those 
circumstances, buy it under whatever conditions the local company 
wanted to impose upon them, Now, when this matter came up before 
the House, the committee asked Mr. Wright about this contract, 

Mr. Austin. Have you told who Mr. Wright is? 

Mr. Briatock. He is the — Administrator of Southwestern 
Power Administration. Mr, Cannon says to Mr. Wright: “Would 
you make a contr: act if you were a manager of a cooperative like that 
with any agency ?’ He was referring to this N. W. and other G, and 
T. contracts, Mr. Wright said: “If I were N. W. would I make that 
contract ?” 

Mr. Cannon said: “Yes.” 

Mr. Wright said: No, sir.” 

Mr. Cannon said: “Of course not. Let us take this Northwestern 
Cooperative. It is close to Kansas City. They had a 40,000 kilowatt 
plant. If they buy hydro from you, they will not be buying it for 
themselves. They would be buying it for the Kansas City Power & 
Light.” 

Mr. Wright said: “Mr. Chairman, as I previously testified, that is 
true with respect to the N. W. contract at least for a number of years.” 

Mr. Cannon said: “That is one of the most ridiculous propositions 
that was ever proposed, If you sell 65,000 kilowatts or any amount 
of power to Kansas Power & Light through the Northwestern Coop- 
erative, won't you be robbing other preference customers in the South- 
western Power area of power they would be entitled to have?” 

Mr. Wright said: “You would be taking that amount of power that 
would otherwise be available.” 

Mr. Cannon said: “I have here the Flood Control Act of 1944. It 
isn’t necessary for me to read section 5 to you because you are fairly 
familiar with it. Is any such policy v as that consistent with section 5 
of the Flood Control Act of 19447" 

Mr. Wright said: “I prefer that the Secretary answer that Mr. 
Chairman.” 

Mr. Cannon said: Pp will have him later in the day.” 

Mr. Wright said: “I don’t think I can pass on the question of policy 
asa legal interpretation of that act. 

Mr. Cannon said: “I am not asking about policy. I am just asking 
if such a thing were done would it be consistent with the statute.” 

Mr. Wright said: “In my judgment, it would not. 

Mr. Cannon said: “Of course not. Would you follow that if you 
had your own way about it?” 

Mr. Wright said: “No, sir. I would like to say in respect to this 
matter that I have discussed this with the Secretary and he has in- 
formed me that the reason he is going this far is to try to find a con- 
tract that will do this job in lieu of the lease-operating contract.” 

Mr. Cannon said: “Evidently he hasn't found it. Or do vou think 
he has found it 2” 

Mr. Wright said : “I don’t know yet.” 

Mr. Cannon said: “Do you think this last draft submitted by the 
Department is the solution of the problem ?” 
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Mr. Wright said: “If a satisfactory contract can be made between 
the cooperatives and the company in the case of KAMO, and Sho-Me, 
I think it would be the answer.” 

Mr. Cannon said: “Would this be satisfactory? Would you ap- 
prove of Northwestern making that contract? If you were in charge 
of Northwestern, would you sign it ?” 

Mr. Wright said: “If I were Northwestern, I wouldn’t have negoti- 
ated that contract. Ihave already told you that.” 

So, apparently, the Administrator of Southwestern Power Admin- 
istration thinks that the Assistant Secretary was attempting to do an 
illegal thing in using a cooperative as a middleman to transfer this 
power to a nonpreference customer. 

Now, Mr. Chairman, the Secretary went quite far in attempting to 
get the cooperative into this integration contract with the private 
company. In the first place, they designed a rate that would be most 
favorable to the company. Mr. Wright stated when he appeared be- 
fore the House, that this hydro-peaking power was worth $17.85 a 
kilowatt a year, and a mill and a half for the energy. Now if you 
sold 2,100 hours a year, that would be billed to $21 for a kilowatt- 
year. Yet, they offered this power to N. W. so it could turn around 
and sell it to the Kansas City Power & Light Co. at just about half 
of that price. And, when it looked like the contract was dragging 
just a little bit, they sweetened the kitty by giving them another 10 
percent discount. 

First, they designed a basic rate that presumably would be the basic 
‘ate after the Table Rock project came in, and then they offered a 15 
percent discount on that rate on peaking power, which made the rate 
about half of what it was worth, or what the Administrator said it 
was worth, and then they tried that for a while. When that did not 
seem to be quite enough, enough to get the job done, they added an- 
other 10 percent, increased that discount to 25 percent instead of 15 
percent. So, it seems that the Department was going to very great 
ends to try to get the cooperative into this contract with the private 
company. 

Now, understand I am not saying that the cooperative was going 
to turn around and sell this power to the private company without 
getting something out of it, because the purpose of the whole deal was 
somehow to try to help the cooperative solve some of its financial 
difficulties on that very large, expensive system that it has, which 
became necessary because the Government failed to meet its obliga- 
tions under its solid and binding contract, the contract that it had 
with them. 

So, however good the Secretary’s motives may be in trying to aid 
and assist the cooperative, it seems to me he was violating the law, 
the spirit of the law and the intent of the law. And certainly, anyone 
who 1s familiar with the fight over the Bailey amendment could never, 
under any circumstances, it seems to me, interpret section 5 of the 
Flood Control Act to be consistent with what was trying to be done 
here with this cooperative. In other words, because he fundament:!ly 
believed that the Government should not undertake a utility respoisi- 
bility, as it must undertake under section 5 and under the G. and T. 
contracts, he was attempting to shift the whole Government policy 
over to another pattern that fitted his personal views with respect 
to this matter. 

71597—56—_5 
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Now, of course, I know many other people share his views, and 
they are very capable people. I think he is perfectly sincere and 
honest in his views, and he is as much entitled to his views as I am 
to mine. But, nevertheless, they are not consistent with the law, in 
my judgment. And, one who is given the responsibility under the 
law should, until that law is ¢ hanged, abide by the law. 

Mr. Chairman, I will use these 10 minutes to the best of advantage. 
I live here and will be available at a later date to conclude my testi- 
mony. 

Mr. Cruporr. Dr. Blalock, we are anticipating continuing the 
hearings tomorrow morning. So, if you could come back tomorrow 
morning, we would be very happy to hs ive you, so that we could con- 
clude your testimony, because we are going to include probably the 
Washington phase of this testimony with your testimony. And we 
would like to finish it if you can possibly make it. 

Mr. Brarock. Well, I will endeavor to cooperate to the fullest ex 
tent with you, Mr. Chairman. However, if other witnesses out of the 
city should appear, and you want to— 

Mr. Cuvuporr. There will be one other witness tomorrow, but I be- 
lieve that we can give you some additional time tomorrow, if you do 
not finish today, because we would like to have the benefit of your 
knowledge and background concerning this problem. 

Mr. Biatock. My only point, Mr. Chairman, is to cooperate with 
the committee and, if you have other witnesses, I would be glad to 
come on at your convenience, because I live here, and it will not incon- 
venience me at all to defer it until some other time. 

Mr. Cuvporr. I think we can let you start tomorrow morning and 
finish at a reasonable time thereafter. 

Mr. Bratock. Yes, all right, sir. I would like to refer to the ex- 
perience oe Southwestern Power Administration had in the early 
days at the Grand River Dam. The Grand River Dam is a project in 
the northern corner of Oklahoma that was built by the State of Okla- 
homa under an authority created by State law. The funds for that 
project were provided by the Federal Government under a loan and 
grant, I believe, under the old PWA law. 

It became necessary for the President to take over that project be- 
cause of financial difficulties that had developed. They were unable 
to meet their obligation to the Government. The project was being 
very poorly oper rated at that time, and it was taken over by the Federal 
Government, first given to the old Public Works Agency, to that 
Agency to administer, and the present Administrator was sent down to 
ti ake it over. He put into practice the theory that I think is in section 

attempting to do the things that I have suggested here that should 
he done if one is going to carry out the prince iples of sound business 
operation, and widespread use, and so forth. 

If I may, I would like to read some excerpts from a statement that 
I had prepared at an earlier date with respect to this matter. 

When the Federal Government took over the Grand River Dam Authority proj- 


ect in 1941, new power interchange agreements were worked out with the private 
companies whereby all the power and energy that GRDA- 


which means Grand River Dam Authority— 


could spare was sold to the Oklahoma Gas & Electric Co., and the Public Service 
Company of Oklahoma at 5 mills per kilowatt-hour, with the privilege of pur- 































eae 


01 hal Sis ra al tne 


i Arne 


sae 


Bi hit MED 2 tte Se elias actia aed 2 


meer ween 


tanned” Seam 


elena 


ee sniinsints 


. 





ind 
ind 
ar 

in 
the 


ge. 


st}- 


the 
ow 
- 
the 
we 


aa 
the 


be- 
do 
yur 


ith 
to 
yni- 


‘0j- 
ate 


ice 
ur- 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 47 


chasing offpeak energy at 3 mills per kilowatt-hour from the companies. Fur- 
thermore, the companies agreed to standby GRIDA loads to the extent of the 
eapacity, or their ability. 

The result was that the Government took over a single project- 


these other projects I have referred to here this morning were not built 
at that date, and were not in operation— 


estimated to produce 185 million kilowatt-hours of firm energy, plus 107 million 
of surplus or dump energy annually— 


Now, mind you, 185 million, firmed and 107 surplus— 


and in 1945 sold 885 million kilowatt-hours at an average rate of 4% mills, 
or nearly ail of the energy at the firm rate of 5 mills. Over a period of 4 
years operation, ending in 1945, the Federal Government sold an average of 322 
million kilowatt-hours annually from the project at an average rate of 4.6 mills 
per kilowatt-hour. 


Now, mind you, they were selling 322 million kilowatt-hours over 
those 4 years out of a project that only had 185 million firm energy in 
it. Now some of those years were wet years and they had plenty of 
water, so they did not have to buy much from the private companies. 


During this period of 4 years, GRDA purchased 249 million kilowatt-hours from 
the private companies and sold back to the companies 195 million kilowatt-hours, 
purchasing a net amount of 54 million kilowatt-hours. It reduced rates 20 per- 
cent and produced an operating profit of $3,703,000 during that time. 


In other words, a “white elephant” became a profitable enterprise 
because they were operating on the sound business principle of in- 
tegrating with the local private companies, and private companies 
wer e actually firming up this capacity and they, of course, were peak- 
‘nat on the private companies’ system. 


The present Administrator of Southwestern Power Administration was the 
manager of the project that accomplished this. He stated on October 7, 1943, 
when appearing before the House Subcommittee on Appropriations (first supple- 
mental national-defense appropriation bill for 1944, hearings, p. 382): “At the 
Grand River Dam, we have delivered 98 percent of the power, approximately, to 
war industries, and twice as much as the project was supposed to produce; and 
we have reduced the rates 20 percent from those the State authority set up before 
the Government undertook this operation.” 

During these same hearings, the Administrator stated (p. 396): “The Grand 
River Dam, during a low-water year, can only generate 220 million kilowatt- 
hours. That is their minimum generation. If they were standing alone, con- 
tracting for power, that is all they could contract to sell, because that is all 
the power we have in a low-water year; as a matter of fact, we are having 
it right now.” 

He meant a dry period. 

In the good years, you can only base what you are going to have 
ona bad year because you do not know when the bad year is coming. 

“If, on the other hand, they have arrangements by which they could buy 
power when their water was low, there would be a lot of years when they had 
nore than a low-water year. As a matter of fact, there would be about 29 years 
out of 30, when we have more than that, more than the average. So that in 
the last fiscal year, for which we have just given the revenue figures, we actually 
generated at Grand River 379 million kilowatt-hours; we had to buy only 
3,400,000 and we sold 382 million and got paid for it.” 

And now, he could only do that, you see, under an arrangement 
that he had. 


“Now, if we had been all alone” 


that is, if we did not have these arrangements 
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“we could have sold only 220 million; so that we sold 159 million kilowatt-hours 
that we actually generated in a year when we had surplus water, because, be- 
hind us, we had the assurance we could buy this offpeak steam, if we needed it. 
As I said, we only bought 3,400,000 during all of last year. This year, during 
the month of July, we bought 15 million; during the month of August, we 
bought 18 million, and during the month of September we bought 24 million.” 

‘Those were very dry months. 

Mr. Cuvvorr. Dr. Blalock, would that be a good stopping point for 
you? 

Mr. Bravock. I think so; yes, sir. 

Mr. Cuuporr. We hope that you can get back here tomorrow morn- 
ing at 10 o’clock. I am sure that Mr. Jonas and Mr. Moss have some 
questions to ask you, and we would like very much if you could arrange 
to be here probably at 10, so that we could get through with your testi- 
mony promptly, and get the answers to our questions from you, and 
then take the next witness, which will conclude our hearings and this 
phase of the House. 

Mr. Biatock. Whatever suits your pleasure, Mr. Chairman. 

Mr. Cuuporr. Thank you. 

The subcommittee will adjourn until tomorrow moring at 10 o’clock. 

(Whereupon, at 12 noon, the subcommittee adjourned until 10 a. m. 
the following day, Thursday, July 21, 1955. 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


THURSDAY, JULY 21, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic WorkKs AND REsourRCcES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:10 a. m., in the 
Caucus Room, Old House Office Building, Representative Earl Chud- 
off (chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Moss, and 
Jonas. 

Also present: James A. Lanigan, counsel for the Subcommittee on 
Public Works and Resources; H. Vance Austin, associate counsel; and 
Arthur Perlman, staff director. 

Mr. Cuuporr. The subcommittee will be in order. 

When we adjourned yesterday, I announced that we would continue 
with the testimony of Dr. Blalock. However, since yesterday, we find 
that another witness, Mr. Elbert Karns, of Anadarko, Okla., manager 
of the Western Farmers Electric Cooperative, is in Washington, and 
we requested him to give us the benefit of his knowledge concerning 
our problem. Since Mr. Karns finds it necessary to return to Okla- 
homa as fast as possible, we are going to ask Dr. Blalock to postpone 
his testimony until such time as we finish hearing from Mr. Karns. 

Will Mr. Karns come up and take the witness chair, please. 

Mr. Austin. Mr. Karns, will you give your name to the reporter 
for the record ? 


STATEMENT OF ELBERT E. KARNS, GENERAL MANAGER, WESTERN 
FARMERS ELECTRIC COOPERATIVE, ANADARKO, OKLA. 


Mr. Karns. Elbert E. Karns, general manager, Western Farmers 
Electric Cooperative, Anadarko, Okla. 

Mr. Cuuporr. Mr. Karns, for the record, will you explain the type 
of organization you represent, please ? 

Mr. Karns. Yes, Mr. Chairman. Western Farmers is an organiza- 
tion of 11 REA financed distribution cooperatives, serving in an area 
of about 32 counties in western Oklahoma, and a small portion of 
Kansas. These 11 cooperatives formed Western Farmers under the 
proper laws of the State of Oklahoma, and borrowed some $16 million 
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from REA for the purpose of building generation and transmission 
facilities to solve their wholesale power supply problems. 

Mr. Austin. May I interrupt just a second / 

Mr. Cruuporr. Otf the record. 

( Discussion off the record. ) 

Mr. Cuuporr. On the record. 

Mr. Austiy. Mr. Karns, we might start with your background here. 
Can you tell us your official title with the Western Farmers ? 

Mr. Karns. General manager. 

Mr. Austin. Have you had any past experience in connection with 
electricity or any governmental agency dealing with Western Farmers 
before you went with them that would give you some degree of knowl- 
edge of that situation, prior to your actual employment by them ¢ 

Mr. Karns. Yes. I have been engaged in this cooperative electric 
program for approximate ‘ly 20 years, havi ing spent 16 years, 9 months, 
and 20 days, as an employee of REA. My association with these co- 
operatives in western Oklahoma dates back to 1937, and I kept close 

tab with them until March 15, 1954, when I went out there to go to 
work. 

I was active in the negotiations of the basic contracts between West- 
ern Farmers and the other G. and T.’s in the area with SPA back, 
L believe, in 1948, 1949, and 1950. As a matter of fact, an REA lawyer 
and engineer and myself ome considerable time in Tulsa and in the 
Ww ashington office of SPA, helping the borrowers at their request 
negotiate these contracts in the first place. 

Our Western Farmers’ contract was signed on December 15, 1949, 
which was the first contract of this character signed in the Southwest, 
and it was even signed ahead of the famous, some people call them 
infamous, Oklahoma contracts with SPA down there. We were first. 
At that time, the preference law meant more than it has in recent weeks 
or months. 

Mr. Austin. So even though you were not connected with Western 
Farmers until—what was the date you gave, sir, when you took em- 
ployment with Western Farmers? 

Mr. Austin. Prior to that time, you were quite familiar with the 
general problems of the SPA and G. and T.’s and these problems that 
are up for consideration before the subcommittee at this time / 

Mr. Karns. That is right. 

Mr. Austin. You are here under subpena, is that correct ? 

Mr. Karns. That isright. I have it in my pocket. 

Mr. Austin. And you were served this morning when you were in 
town on this business or other business ? 

Mr. Karns. Other business until I got this subpena stuck in my 
hand. 

Mr. Avstin. I think it might be interesting to the committee to 
know why yot are in Washington today. 

Mr. Karns. There are a number of representatives of the G. and T. 
cooperativ es in town to confer with REA officials today, and with 
Governor Aandahl tomorrow to start the wheels in motion to amend 
our contracts in accordance with what Congress approved here in the 
last 60 days. the bill which President Eisenhower signed last Friday. 
This is the iniital step advanced, Mr. Austin, to start to amend our 
basic contracts with SPA. 
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Mr. Austin. May I ask at this time, Mr. Karns, if you would step 
back a little further now in the story of Western Farmers and perhaps 
show us on the map, which you see over here to your left, just where 
Western Farmers is and perhaps show us which lines tie you in with 
the hydro and which hydro it is that you are tied in with? 

Mr. Karns. These red lines here in western Oklahoma are the lines 
owned and operated by Western Farmers. We have a steam generat- 
ing plant with 30,000 kilowatts, nameplate rating, a 2-unit plant 
located in Anadarko. 

We also have four gas-fired diesel units at Woodward, Okla., which 
is not shown on this map. All in all, we have roughly 800 miles of 
transmission lines and these two powerplants. 

Now SPA built this line from this main grid extending from Tupelo 
to Anadarko. Thesouth end of this SPA grid starts here, at the Deni- 
sion Dam on the Red River between Oklahoma and Texas, and runs 
in a northeasterly direction, where it picks up Tenkiller and Fort 
Gibson and Norfork and Bull Shoals projects. It is a big 161,000-volt 
line. I think the lower end of it here is 132,000 volts but about midway 
here it steps up to 161,000 volts. This line from Tupelo, from that 
grid, there is 132-kilovolt line into our steam plant, and it was built 
there specifically to integrate with the steam plant. 

Nobody in his right mind would have built a two-unit plant any- 
where to start with as we did. We built it because we had sound con- 
tracts with the Government, and the Government built this line out 
here to firm up our steam plant and integrate steam and hydro. 

SPA also owns this line down here which is a 69,000-volt line, com- 
ing over from a point near Ardmore, Okla., and ending at Walters, 
Okla. We are using 22 miles of that line in our grid because it was 
there because we built our line and we save the Government a little 
money, this Western Farmers did, in using an existing facility. That 
pretty well describes our system. 

The other G. and T.’s are up here in Missouri, getting their power 
off the other end of the line. 

Mr. Austin. We will cover those in specific detail at a later time by 
witnesses from other G. and T.’s. Then the system of Western 
Farmers here would not have been built as it was for independent 
operation ? 

Mr. Karns. Positively no, not without that SPA line bringing in 
hydro power. 

Mr. Austin. Can you give us a little description or understanding 
of why that was the case # 

Mr. Karns. Well in a two-unit plant, if you were not integrated 
with the Government or somebody else, 50 percent of your investment 
would be idle for standby purposes, and our loads out there that we 
could not stand it. We are serving what the power companies ignored 
for about three generations. We have thin territory; they have the 
thick high-density market area. I might give you a little history of 
Western Farmers. 

We started back about 1938-39 to talk about this plant. I say “we”: 
I was in REA working with these borrowers in this State along with 
a number of others. And our power supply was not adequate and the 
price was about 1.6 cents at that time. Before Pearl Harbor the first 
loan was made out there. It was to have been $3,700,000. We loaned 
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$540,000 to Western. I wrote the loan up myself, as a matter of fact, 
so that they could get started, and they placed orders for generating 
units and designed transmission lines and along came Pearl Harbor. 
So we closed down. 

Then, later in the war, the boys out there still had the desire to start 
again and they began to make new engineering studies. Every time 
they came into Washington to see REA to get a line, the power com- 
pany was in that evening or the next morning, and they would offer a 
rate a tenth of a mill less than what the engineering studies would 
show. REA had a policy that you had to show a savings in cost or to 
cure a power supply problem, or both, before the loan would be made. 
That kept up, and the rate offered by the private companies walked 
down from 1.6 mills to where the O. G. & EK. got down to 6 mills per 
kilowatt-hour in their offer, and the Public Service Co. got down to 
514 mills per kilowatt-hour. 

Mr. Austin. You mean those were offers that were made from the 
private utilities of the area to the rural electrics if they would buy 
power from the private power companies ? 

Mr. Karns. That is right. But, the Public Service Co. offer said 
this. They filed this rate with the Oklahoma Public Service Com- 
mission. In their statement, they said: “We hereby plead and petition 
this commission not to change this rate during the life of the contracts 
with the cooperatives even though it be discriminatory and noncom- 
pensatory.” 

Well, no commission could approve a rate of that character, and 
REA could not consider that a firm offer. So, in working with SPA, 
we were able to work out an arrangement here that would deliver power 
to the load centers of the member cooperatives, at least, then at 514 
mills. We met every requirement of the REA policy. 

Mr. Avustrn. In so doing, was that rate of SPA’s designed to repay 
the Government for the dams that were part of the hydro system 
of SPA? 

Mr. Karns. I am positive of that, and I am positive that that 
schedule A rate would put SPA in the black today if SPA were mar- 
keting power in accordance with sound business principles. They 
have contracts with five commercial power companies down there, 
some of which, in my books, do not stand up. 

Mr. Austrx. How do you mean, do you mean they are selling at 
rates too low, or selling peak power for dump rates, or what? 

Mr. Karns. It would take us about a day, Mr. Attorney, to get into 
that carefully. 

Mr. Austin. Perhaps we can come to that in a little bit. We might 
go ahead with the direct Western Farmers story for a moment? 

Mr. Karns. O. K. 

Mr. Avsttn. Let’s back up once more, and ask another question or 
two for the record about Western Farmers. You mentioned that it 
has so many distribution cooperatives. Who actually owns Western 
Farmers Electric Cooperative ? 

Mr. Karns. The 11 distribution REA-financed cooperatives. 

Mr. Austin. They are the owners? 

Mr. Karns. They are the owners, and one member from each of 
those cooperatives makes up my board of trustees, which is the policy- 
making group for Western Farmers, and I happen to be the guy who 
has to carry out the policy. 
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Mr. Austin. You are the manager? 

Mr. Karns. Yes. 

Mr. Austin. Then who owns the distribution cooperatives which 
you say own the Western Farmers Cooperative / 

Mr. Karns. Their respective members, and they vary all the way 
from about 3,000 members to 8,000 members per cooper rative. All in 
all, Western Farmers is supplying the power requirements of roughly 
50,000 farmers and commercial concerns in these 32 counties. 

Now, I want to correct the record here possibly. We have under 
construction at the present time a line that will serve our 11th and last 
member cooperative. 

Currently, I am delivering power to serve the requirements of 10, 
with a slight exception. In building the Western system, in 2 or 3 
places, we have left some substation sitting on the power company 
lines, and we have not built to those yet. But, substantially, we are 
serving the power requirements of 10 member cooperatives and have 
a line under construction to the 11th one. 

Mr. Austin. And when that line, now under construction, is fin- 
ished, your system, as originally planned, will have been completed ? 

Mr. Karns. That is right. 

Mr. Austin. To come back just once more for one final step for the 
record, in other words, the ultimate owners of Western Farmers Co- 
operative are who? 

Mr. Karns. Are the 50,000 people, in round figurese, that buy the 
output of the facilities. 

Mr. Austin. And Western Farmers and the distribution coop- 
eratives, the 11, were financed originally by REA loans? 

Mr. Karns. That is right. And, we have collectively, between us, 
borrowed about $57 million. 

Mr. Austin. That is between Western Farmers and the distribution 
cooperatives that make up the Western Farmers system ? 

Mr. Karns. Yes, that is right. 

Mr. Austin. And you say you have borrowed that money: it is 
not a Government grant, or is it 7 

Mr. Karns. You know, I never did believe it was, and since I have 
to pay the debts, service payments back to the Government, since I 
have been down there, I am positive there is no grant, subsidy, or 
anything else mixed up in this business. And the farmers do not 
want it that way. We have to pay all $57 million back and do it 
on time with interest. We are doing it and not one of our co-ops 
nor Western is delinquent 1 miserly mill in payment to the Gov- 
ernment, and several of them are ahead of schedule. 

Mr. Austin. So at the end of the loan period, that will be, then, 
strictly privately owned down there? That is, it is privately owned 
now with a loan from the Government, but the total equity will be 
in those 50,000 farmers, or however many it may be at that time. Am 
I correct in that statement ? 

Mr. Karns. You are right: yes. 

Mr. Avstin. Can vou tell us a little bit about the benefits of inte- 
gration with SPA—between Western Farmers and SPA? You spoke 
just a moment ago to the effect that Western Farmers would not 
have been built—as it was, if it had been built for an independent 
operation. So we would take it that there has been quite a bit of 
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its original cost with integration than without ? 
Mr. Karns. I believe I recall these figures correctly from the Ad- 


ministrator of SPA on more than one occasion, that a kilowatt of 


thermal energy, that is, energy from the steam or diesel plants, will 
firm up 4 kilowatts of hydro. 

Now, at the present time, the Government sells its hydro dump 
power. Now, dump power is power that you cannot guarantee to 
deliver 24 hours a day, every day in the year. Fora mill and a quar- 
ter per kilowatt-hour. Whereas if you firm it up, you can sell it 
for around 5.6 to 6 mills per kilowatt-hour. Those dams down there 
are primarily useful for peaking purposes. That is, leaving flood 
control aside for the moment and speaking of electric business, and 
you will base load the steam plant. You save up your water and use 
it some 3, 4, 5 hours a day to knock off the 3- or 4-hour peaks in the 
daily load curve. So this power is invaluable to the Government in 
enabling it to sell more of its hydro power as firm power. 

Now, in the electric business, the only place you can store energy 
is in the dams. When operating a powerplant, you must have a 
market, or you do not generate. If you do not generate, you have 
lost that capacity for all time to come during those hours. 

ni. when you have dams and hydro together, you close down 
your gates in the dam and let the water trickle in and fill them up. 
Then, elas ‘n you knock the peaks off, vou are dropping the water from 
a higher elevation, and the higher you drop it, the more effective use 
you get out of the water. Then, when your peak is over in the 
evening, about 9 o’clock, shut the gates down and save up your water 
overnight. So, vou are really storing the energy in the dams. You 
cannot store it in the thermal powerplants. 

I suspect when these dams were first talked about with Congress 
that the word “steam plant” was not mentioned, Mr. Chairman, but, 
those streams down there do not have a very large flow ordinarily, 
so they are particularly useful for peaking purposes, knocking the 
peaks off the daily load curves. 

In this arrangement with Western Farmers and the other G. and 
T.’s, we will be generating and delivering into SPA about 100,000 
kilowatts of thermal energy, which will give SPA almost as many 
kilowatt-hours as they have in all the dams put together. SPA has 
plenty of kilowatts of capacity, but they are short of energy or kilo- 
watt-hours. 

Mr. Austin. In other words, they cannot take this capacity; they 
cannot run 24 hours a day, 365 days a vear, at anything like the full 
output of which the plants are possible / 

Mr. Karns. No: they cannot begin to. 

Mr. Austin. SP.A’s hydro plants were designed for use as high 
peak plants? 

Mr. Karns. I would think so, because there is not enough water, like 
the Grand Coulee and Bonneville, where you can run them 24 hours 
a day, and you got plenty of water to carry all the electric load the 
generators will carry. Down there, we do not have it. 

Mr. Austin. Now we have talked about the benefits to both SPA 
and the G, and T, of this integration, Can you give us, without read- 


Has there been benefit to SPA because 
of the integration? Is it more possible for the Government to recover 
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ing it, or giving it in too much detail, the salient points of the contract 
of integration “that was signed between your organization and the 
SPA, in what, 1950, when that contract was ‘signed 4 

Mr. Karns. December 15, 1949. 

Mr. Austin. 1949. Can you give us the high points of that con- 
tract of integration / 

Mr. Karns. Yes. Before I do, let me add a coupie more points. We 
signed two contracts with SPA, one providing for the sale and ex- 
change of electrical power and energy and the other providing for 
the lease and operation of electric transmission lines. Each of those 
contracts have had, I believe, three amendments since that time. 

Now, let’s take the contract covering the sale and exchange of elec- 
trical power and energy. Under the terms of that contract, Western 
Farmers would sell SPA, the Government, a minimum of 225 million 
kilowatt-hours per year out of Anadarko steam plant. Now that is at 

85 percent plant factor. 

Mr. Austin. That means that the plant would be running at full 

capacity 85 percent of the time / 

Mr. Karns. Eighty-five percent of the time. Now the contract pro- 
vided that if some months SPA had a little extra water, needed less 
steam, they would take less and then some other months they would 
have the right to call on, perhaps, 90 to 95 percent of the output and 
halance it out at the end of the year, 225 million kilowatt-hours, for 
which they were to pay Western at the rate of 4.2 mills per kilowatt- 
hour. And, with a fuel clause adjustments starting at 12 cents per 
million cubic feet for gas. At that time our rate for gas was around 
8 or 9 cents. Today our rate for gas is 14.9094 cents per million eubie 
feet. 

Mr. Austin. In other words, there was a fuel clause im the contract 

Mr. Karns. Yes, and that is customary in all contracts. Now that 
contract was amended subsequently to provide for SPA to take the 
surplus energy out of Woodward diesel plant: in other words, the 
energy that we did not need up in that area from that plant. There 
are no particular figures on how many kilowatt-hours that would be. 
The contract says surplus energy. 

Now that was one transaction and we could make our power, includ- 
ing our fixed costs and debt service back to the Government and live 
with 4.2 mills. Now then, we will set that one aside and get over to 
the transmission contract. In the transmission contract, SPA had 
the option to purchase the facilities. We did not like it then; we do 
not like it now. 

Mr. Austin. Is it to be in the contracts in the future ¢ 

Mr. Karns. It is not to be in the contracts. 

Mr. Austin. In other words, you are under congressional directive 
and so is SPA, that that clause is to come out ? 

Mr. Karns. That is right. Now another thing SPA was to do, 
they were to put the equipment and the manpower in and operate and 
maintain our transmission lines. That will not be in the future either. 
because when SPA took a runout powder on us, on July 1, 1953, and 
left us without even a hot stick or a truck to maintain these lines, we 
eventually got equipment to do the job ourselves, and we can do it 
cheaper than the Government can possibly do it, with all due respect 
to the Government. 
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Now that was sound, Mr. Chairman, because in the SPA schedule 
A rate, there is a generation and transmission charge. We were only 
requiring SPA to bring this power to the load centers of the distribu- 
tion cooperatives where it could be used by the distribution coopera- 
tives at schedule A rate, and excise a transmission portion of that 
rate. 

Now in our new proposal that is all we are doing again, except we 
are going to operate the lines instead of SPA. Now SPA will pay 
us, under the new arrangement, our operation and maintenance cost 
and an amount equivalent to our debt service to the Government. 

And, by the way, they were going to do that under the old contract. 
That is perfectly proper and natural, because if SPA had gotten an 
appropriation from Congress to build these lines, and they were duty 
bound to build them, because of all these cooperative preference 
customers, under the law, they would have had to build the lines with 
Government funds, and I believe their interest rate is a little higher 
than REA. So, they would have owned the lines and excised the 
transmission charge in the first place. 

However, since Congress got a little tough on SPA a little way back, 
and would not let them build all the lines, then we undertook it our- 
selves. So, in the new contract, they will pay us an amount, to sum- 
marize, equivalent to our debt service to the Government and an 
amount equal to our actual operation and maintenance expense of the 
transmission facilities. 

Now that is perfectly fair and proper because, as I say, that puts 
into effect the transmission part of the SPA rate to serve preference 
customers. There is nothing wrong about that, fellows. 

Mr. Austin. All right. What other items were in the contract? 

Mr. Karns. Well, it, of course, covered one very important thing. 
In that transmission contract was this: The Government had the 
right to use those transmission facilities to serve municipalities and 
Government loads and so on, which were nonbeneficiary of the REA 
Act, until some such time as the distribution cooperatives required 
the capacity at which time we would anticipate it a couple of years 
in advance and give SPA a notice, get these municipalities off of this 
line, or else make some other arrangements because we are going to 
need this capacity to serve our own load gross. 

Mr. Austin. But, were these other groups of customers you are 
speaking of preference customers under the Flood Control Act for 
marketing the SPA power? 

Mr. Karns. Yes, sir; but they were not beneficiaries under the 
REA Act and our lawyers in REA, and I think they did an excellent 
job, were careful to see that that language went into the contracts. 

Mr. Austix. How does the Government come out better on retiring 
the original cost of these SPA dams, those hydro dams, under an in- 
tegration contract with you and the other G. and T.’s down there, 
when it is paying all of these costs for steam power and for these lines 
the operation and maintenance and all that ? 

Mr. Karns. Let me give you these figures. These figures could be 
verified. You understand, Mr. Chairman, I did not have 3 hours or 
3 days to get ready for this. 

SPA and the Department of Interior—the Department of Interior 
is calling the shots for SPA since the change in administration; make 
no mistake about that—made last fall a new hydroelectrical survey, 
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of that whole area down there, and it was the driest year on record. 
Of course, that is what they predicate their firm sales on. It only 
occurs about 1 year in 20. 

They found, and I believe these are the figures, that they had a total 
of 406,000 kilowatts of capacity and 741 “million kilowatt-hours of 
energy to go with it. Then we come along with this 100,000 kilowatts 
of steam that G. and T.’s have, and we can put in there a little over 
700 million kilowatt-hours of energy from our plants. So we mix this 
steam energy, kilowatt-hours, with the hydro, and they have got 
roughly a million and a half kilowatt-hours to sell. So, they can re 
more preference customers at their firm rate and won't have so much 
power to sell at the dump rate, which is a mill and a quarter. 

Now dump power can only be taken by a guy that can pick it up in 
an hour’s notice and give it up in an hour’s notice. When he can get 
it, he shuts down a unit or two for maintenance, or Just goes fis hing 
because, at a mill and a quarter, there is none of us down there that 
can make it for that. That won’t even pay the gas cost. 

I might add here for the committee's benefit, that on May 18, 1954, 
when the water got up down there and the dams got full, I called up 
SPA and I said: “I would like to buy some dump energy at a'mill and 
a quarter because I cannot make it for that, and I would like to inspect 
our turbines anyway and see that they are in shipshape.” 

They advised us they were sorry they could net sellit tous. I said: 
“But we are prefer ence customers.” “Well, we are sorry, the power 
companies get it all.” 

On May 20 this year the dams filled up again and they pulled a 
switch on us. We were working under interim contracts this past 
year and again we could not buy any of that mill and a quarter energy. 
The power companies can get it, run it 6 inches, and sell it for 5 cents 
a kilowatt-hour. It gets firm awfully fast when it gets in their veins. 
But, we could not buy, my friends, one kilowati- hour of that hydro 
power for a mill and a quarter. And, as I read the law, we are sup- 
posed to be the preference customers. Somebody has it twisted around 
somewhere. 

Mr. Austin. In other words, you are saying that you were not per- 
mitted to buy dump power even though your syste m was such that you 
could integrate dump power into y our system ¢ 

Mr. Karns. Positively. There is no one between us and those dams 
except SPA. There is no power company in the middle. 

Now if they had been in the middle, I could have understood it, 
because they might have said: “We have a toll gate, we won’t let you 
through.” But. SPA markets the power, the United States Army 
Engineers operate the dams, and we are sitting out on the end of the 
line out here with no one in the middle except the Government, and 
we could not buy. The best we could do this year, after a little nego- 
tiations, was to let them knock the evening peak off of our load curve 
with mill and a quarter energy which I agreed to pay back with the 
energy that would cost me roughly 2 2 mills for fuel. 

Mr. Avstry. In other words, you did not buy it at a mill and a 
quarter; you traded; is that right? q 
gare Karns. I t aded this year. Last year, I could not even do 
that. 
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Mr. Austry. But this year, they would let you have some dump 
power, or some they considered dump, and then take it back at a differ- 
ent time from your system ? 

Mr. Karns. That is right. 

Mr. Austin. Let’s come back a moment to this matter of paying 
off the SPA dams cost there. You said a moment ago, if I have your 
figures correctly, that under the contracts whereby SPA. purchases 
from the G. and T., that they were paying you folks 4.2 mills per 
kilowatt-hour ? 

Mr. Karns. Right. 

Mr. Austin. That is for the power you supply them. What do they 
sell power for to the consumers, the distribution cooperatives? That 
is, the consumers so far as their contracts are concerned ? 

Mr. Karns. It averages around 6 mills. Now, generally, when you 
talk about the price of energy, you have to assume a lo: id factor and 
apply it against the rate schedule. Most of the municipalities and 
cooperatives down there run around 50 percent load factor, and SPA 
schedule A rate at 50 percent load factor is 5.6 mills per kilowatt-hour. 

Mr. Austin. If it sold at 5.6 mills, and if they have bought it from 
the G. and T.’s at 4.2, they still show a gross gain there of 1.4 mills on 
every kilowatt-hour. Is that right? 

Mr. Karns. Yes. But, now out of that they have to get this power 
out of some transmission lines, and pay certain transmission costs. 
But that is not a total advantage. The total advantage of that is 
moving up a dump kilowatt-hour in a dam from a mill and a quarter, 
four of them that he could not do before, to 5.6 mills for every kilowatt 
of steam. That isthe real advantage to the Government. 

Mr. Austin. That is the one that runs into a big financial advan- 
tage? 

Mr. Karns. It certainly does. 

Mr. Austin. What did Interior—Southwestern Power Administra- 
tion—the words are one and the same so far as you are concerned out 
there, I understand—do when Congress failed to appropriate for the 
contracts 2 years ago? You mentioned that you, at that time, had 
no line maintenance crews of any kind. What happened to you and 
your own system? What happened to your system out there when 
those contracts were suddenly deactivated ? 

Mr. Karns. SPA took their crews and manpower out of our area 
overnight. Our system—we rolled our first generator on July 22, 
1953, 22 days after Congress, as I recall it, put to sleep our basic con- 
tracts. We rolled the second unit on August 27. 

Mr. Austin. What do you mean by “rolled” unit ? 

Mr. Karns. We had it ready for commercial operation. 

We had some transmission lines beginning to be energized that 
summer. I do not know how Western made out. I went there o1 
March 15, 1954, and I found a white truck and a lowboy, whieh moves 
transformers. They owned a half-ton pickup truck. They did not 
even have a line body on it. They did not even have a hot stick. If 
you have been around electric lines, you will find those things are kind 
of handy. 

They had a rented pickup truck, half-ton, and they had a borrowed 
distribution maintenance truck from one of the member co-ops and 
were just getting along on prayers and sunshine. 
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After I went down there, March 15, I tried to follow up REA pro- 
cedures rather carefully in getting money budgeted to buy equipment. 
You know, we did not put any money in the loan for that purpose be- 

cause SPA was going to do it. So, it took a ch: ange of purchase. It 
took about 6 or 8 weeks to get REA to set up the money to purchase 
trucks and equipment. 

Mr. Austin. In the meantime, did you have anything serious hap- 
pen at your system ¢ 

Mr. Karns. In 1954 we had a tornado go through and it tore out 
four H-frame structures and mutilated or damaged a number of others. 

I want to give SPA full credit. We called them up about 8 o'clock 

Saturday night, and they put their men and equipment on the road 
and worked Sunday, Monday, and Tuesday and put us back in shape. 
They sent us a bill for $1,400 and a few cents but, nevertheless, when 
you are in trouble, money is secondar y- We probably could not have 
gotten it done any cheaper any other way. 

Mr. Austin. But was there any gradualness of the moving of the 
rather heavy responsibility of maintenance of your line over to your 
own crews, when the contracts were deactivated / 

Mr. Karns. No; there wasn’t anything done gradually. It was just 
as fast as a shotgun wedding. 

Mr. Austin. How much warning did you have? 

Mr. Karns. Well, [ wasn’t down there at the time. Somebody else 
would have to answer that question. Congress does not generally get 
around to rolling the dice on some of these appropriations until late 
in June. And when the Government doesn’t get the money, and they 
start a new fiscal year, they get stopped 

Mr. AusTIN. In other words, there wasn’t any matter of sending 
notice that in 3 weeks you must have your own crews ready or some 
thing like that 

Mr. Karns. I have not been able to find anything of record in the 
files. 

Mr. Austin. Let’s jump then to the last 2 years of operation of your 
generation plant. How much operation have you had¢ What is your 
plant factor for the last 2 years on generation 4 

Mr. Karns. Well, it has been all over the lot. There are times when 
we were selling the Government some power for certain hours of the 
d ay on top of our own load and then it was pretty good, and then there 
were times when we pulled the switch and we did not do any business. 
So, our own load—you understand, we were starting out from scratch 
not quite 2 years old yet, and on top of that situation we had a severe 
drought out there. The only thing living in parts of our area is the 
people. They still look pretty good but they did not raise any crops 
this year. So, they have held back their load-buik ling activity. 

However, I might tell you a little bit about this selling to the Gov- 
ernment. We started in September, I believe, 1953. I want the right 
to check these figures but I believe we sold the Government $857 worth 
of power, and in this business, that is chickenfeed. 

Mr. Austin. $857, not thousands / 

Mr. Karns. No, not thousands, just plain dollars. 

Then in October it got a little better and in November it got a little 
better. Now this is 1955, I am talking about. In December it got 
worse and in January it did not amount to much. In February it did 
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not amount to too much, and in March it got pretty good. In April 
it got better, April of 1954, and on May 13, 1954, they pulled a switch 
because the reservoirs filled up. 

Now, we get around to the time when I am more directly associated 
with this business. We come before C ongress last year, and we asked 
for $1,700,000 for SPA to buy power during the interim period when 
we are supposed to be working out these wonderful integration con- 
tracts with the commercial power companies—in the minds of certain 
people. So, we wind up, however, getting about $1,124,000, about a 
million and one hundred thousand, to go for 8 months of fiscal 1955, 
starting July 1, 1954, and running around to Februar y 28, 1955. 

Well, that is not too bad. REA put their arms around our shoulders, 
the Administrator did, and said: “I know Congress well, just take 
money for a portion of a year, and if you run out ‘and haven't made it, 
I can go get you some more.” 

Well, it is rather a rare thing for Congress, and I am not being 
critical of you gentlemen, to appropriate money in January and 
February. You are trying to find your chairs and get organized when 
the session convenes. So, we did not like it, but it was the best we could 
do. 

Then we have a meeting with Governor Aandahl in late June of 
1954. 

Mr. Austin. You are speaking of the Assistant Secretary of the 
Interior ¢ 

Mr. Karns. Yes. Now, we got this money; let’s get some contracts 
and get to doing business. Well, we all met over there at Governor 
Aandahl’s office. When I say, “we all” I mean representatives of the 
G. and T. cooperatives, 2 or 3 REA people, and 2 or 3 Interior people, 
besides Governor Aandahl. 

Mr. Austrx. Do you remember who they were ? 

Mr. Karns. The REA people were Reggie Cole and Milton Chase. 
I think Interior’s people were Art Vieregg and Knowland Plucknett, 
as I recall, besides representatives of the G. and T. cooperatives. 

The Governor said, “Well, we will give you a contract for 90 days 
while you are negotiating with the private companies.” 

Mr. Austin. This was after the appropriation had been made, 
and the appropriation was to run for how long ? 

Mr. Karns. Eight months. 

Mr. Austin. Eight months. All right, go ahead. 

Mr. Karns. We told the Governor that that would give the power 
companies undue advantage of us, because they knew we would only 
have 90 days to live. He said, “I will see that they do not hurt you 
any.” 

The inference I got out of this was this, gentlemen: “You folks come 
back in late September and, if you have been sincere in your negoti- 
ations, making any progress, T will extend that contract.” That is my 
personal interpretation of that conference. Anyway. it was the best 
we could do. We did get one concession. We got the right to sign the 
contract in Oklahoma, and not buck this traffic here. 

Mr. Austin. In other words, prior to that time, you had been having 
to come into Washington to sign these contracts each time ? 

Mr. Karns. I think that is true, yes, sir. 

So, we took the 90-day contract and along late in September we got 
a letter from SPA that they would extend it for 30 days. So, it was 
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extended to cover October ; September and October. We went through 
October. Then it was extended through November and we went 
through November. We fussed a little bit about it—I am speaking for 
Western—so they got generous and they gave us a 2-months contract, 
taking us through “December and January y. Then we signed another 
contract to go thr ough February. 

So, it took 5 or 6 contracts to go 8 months and every time we signed 
one of these contracts, we would have to get an official resolution from 
the board of trustees and have it properly certified and notarized and 
get them to sign these contracts—6 or 7 copies of them, and get them in 
the mail. They go to SPA and Tulsa and they go to the Department 
of the Interior in Washington and over to R EA for the Administra- 
tor’s signature. Ky entually, you get one back for the files. 

Mr. Avsrrx. What about ‘the effici ‘ency of operation of Western 
Farmers on the basis of a 3-month contract and 1-month and 2 and 1, 
as compared with an 8-month contract / 

Mr. Karns. I do not know how to describe it. You cannot sleep at 
night, and you cannot think in the day time, because when you got 30 
days to live with $15 million or $16 million, and your own load 1 is try- 
ing to grow, and the drought is on, and your debt service is creeping 
up on you, and you have payrolls to meet and you wonder where the 
next dollar is coming from. Incidentally, I want to say this, we sold 
that power to the Government in Oklahoma by Interior’s own deter- 
mination for three-quarters of a mill less than it was worth to the 
Government in Oklahoma. I have been reading in the newspapers 
where we were getting some subsidy, grants, handouts and that sort of 
thing. But, 1 have a memo in the files worked out by Jeff Neighbors of 
SPA and approved by Art Vieregg and Knowland Pluc knett of In- 
terior setting forth the fact that the power they get from us for 614 
mills is worth 7 mills to the Government in Oklahoma. 

Incidentally, we were selling that power prior to April 1, 1954, for a 
514 mills and covering the 3 peaks i in the daily load curve. Nobody, 
to the best of my knowledge, in this southwest area ever offered the 
Government peaking power for 514 mills, or even 614. And SPA, at 
times last year, was purchasing 75 percent of their "Tequivenaente to 
meet their’ contractual commitments to preference customers. She 
had to have steam. 

Mr. Austin. That was because of the drought ? 

Mr. Karns. Because of the drought. We were selling it at the 
ridiculously low figure of 514 mills and on April 1, 1954, we got it raised 
to614. 

Mr. Austin. If you have power in negotiating these contracts to 
build up that to what it was worth, or to cover your cost of operation, 
why did you sell it for that figure / 

Mr. Karns. It is better than nothing. I find out in this business 
that you got your payrolls, your taxes and insurance, debt service, and 
you have all your fixed costs. You have every fixed cost going on 
whether your generators are at full capacity or half capacity. So, 
the more you generate, the bigger your gas bill gets. 

I would not care too much to get into these figures on what our actual 
cost of production was because ‘T do not think that the Department of 
Interior asked the power company what it cost them to produce a kilo- 
watt-hour, when they buy one. We are selling. 
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Mr. Austin. Did you negotiate that price or were you simply told, 
*You can sell it to us for this, or don’t sell it to us?” 


Mr. Karns. I do not know. Prior to the time I went with Western, 


March 15, 1954, that is what they were getting. When I found it out, 
the first few days I was down there, I began to get concerned about it, 
and came into Washington and met w ith Governor Aandahl and SP A 
officials, and worked out, negotiated a rate of 614 mills. 

Mr. Austin. You were able to raise it a little bit at one time / 

Mr. Karns. Right. 

Mr. Austin. What was your statement a moment ago about it being 
worth even more than you were receiving for it, that SPA had studies 

saying it was worth more than what you were being paid? Am I right 
about that ? 

Mr. Karns. You are right. And, I have the memo that was worked 
out by Jeff Neighbors and Knowland Plucknett and Art Vieregg to 
that effect. We presented that to Governor Aandahl and he, in effect, 
split the difference between 7 mills and 514. 

Mr. Austin. I see. Now, coming back a moment to this business 
of how much you were receiving for power that you were producing. 
You said that some months you did not produce much for SPA; some 
vou produced more. Were you able to operate at an efficient level with 
“> plant, your generation ? 

. Karns. Well, there were times in the early hours of the morn- 
ing ae mn we scarcely had enough load to keep the unit properly oper- 
ating. It takes a minimum of around six or five thousand kilowatts 
of load on a unit to make it operate at minimum standards. 

I am not an electrical steam plant operating engineer, but I under- 
stand it gets to shimmying around all over the lot if you don’t have a 
certain basic load on it. I have a good steam engineer so I can delegate 
that responsibility. 

Mr. Austin. Your original contract with SPA called for a fairly 
high load factor? 

Mr. Karns. Eighty-five percent. 

Mr. Austin. Well, what I am getting at is this, were you able to 
operate during these 2 years of deactivation of this contract, where 
there was money in the hands of SPA to buy steam from somebody ? 
Were they buying enough steam power from you to keep your plant 
on an efficient operation ¢ 

Mr. Karns. When they were buying it, ves. But, there were sev- 
eral periods when they did not buy it. 

Mr. Austin. Those were the periods that caused you trouble. Now, 
were they giving vou a sudden cutotf and sudden cutin, or was it a 
fairly easy load to handle? 

Mr. Karns. Our contract read this way, gentlemen. We sold power 
from 7 in the morning until 10 o’clock at night, Monday through Fri- 
day, and 5 days a week, Now sometimes they took power beyond 10 
or 11 o'clock at night, and we have had them vary the schedule as 
much as, oh, 7,000 kilowatts in a few minutes. We corrected that. The 
Public Service Co. of Oklahoma dispatcher was giving the orders. 

Mr. Avsrin. Whose orders was he giving? 

Mr. Karns. He was giving the orders to my plant engineer as to 
how much to put on the line. 

Mr. Austin. Were you dealing with his company? 


| 
| 


Mat Mea dls Le 





old, 


ern, 
out, 
it it, 
PA 


sing 
clies 
ight 


ness 
ing. 
ome 
vith 


orn- 
per- 
atts 


der- 
ve a 
yate 


irly 


e to 
1ere 
dy? 
lant 


sey- 
ow, 
ita 


wer 
Fri- 
1 10 


> as 


The 


s to 





: 


OE CRE EC ix 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 63 


Mr. Karns. No, but he was dispatching the output of our plant. 

Mr. Austin. Where does he fit into the picture with your deal with 
SPA? 

Mr. Karns. Well, I am not quite sure, but this was the way it 
worked. The two major companies in Oklahoma, the Public Service 
Co. and O. G. and E. are integrated with SPA and so is Western 
Farmers. There can’t be, I believe 5 or 6 different people telling when 
to pump power into this grid and when to take it out. There has got 
to be one general or one man in command. And, that is all right with 
us. As quickly as I got hold of SPA and fussed about this rapid 
change, that was corrected. 

Mr. Austin. In other words, he was the man, having been ap- 
pointed by SPA and also the integrated systems on there to be the 
dispatcher, to say where power should come from and where the blocks 
should go? 

Mr. Karns. Apparently so. At least, he was the man that called 
our load dispatcher and told him when to get up and down on the load 
curve, 

Mr. Austin. And he was making some rather unreasonable requests 
for sudden cut-offs or cut-ins to the system prior to your objection ¢ 

Mr. Karns. That is right. 

Mr. Austin. Let’s come up to another phase of activity down ae 
You mentioned a moment ago the matter of getting dump power « 
other power from SPA as you might need it, other than firm, phase 
that they were sending such power to the private utilities of the area. 
Has there been a practice down there that is known sometimes in the 
industry in recent years, at least, as “blood banking” ? 

Mr. Karns. Yes. 

Mr. Austin. Can you tell us what that means? 

Mr. Karns. Well, this is what “ means to me. I will give you an 
example. By February 1 this year, 1955, the Oklahoma companies 
had somewhere, I believe, in excess cea 100 million kilowatt-hours in 
SPA/’s blood bank. In other words, SPA did not have the money to 
pay for it, but they needed the power to serve the preference customers. 
So, the Oklahoma companies made it. Now, they will call for it back 
one of these days and take it back out of the bank. 

Incidentally, when our contracts expired on February 28, just a 
few days ahead of that, I got a hold of SPA, and asked for the right 
to blood bank in kilowatt-hours for Western because our summer loads 
ure always bigger than our winter ones. I was denied that privilege. 

I said, “All we will be out is the gas cost, and we will blood bank 
a few millin kilowatt-hours for you to use. Then this summer when 
you get some water, if it rains, or whenever it does, or if it doesn’t 
rain too much in the summer, one of these days I will have to take a 
unit off the line for an inspection for 10 days. Then I will call for 
it back.” However, we could not do it. 

Mr. Austin. Did you use a figure a moment ago as to how much 
blood banking SPA had permitted the Oklahoma utilities ? 

Mr. Karns. It is my understanding that as of February 1, that 
figure was somewhere in excess of 100 million kilowatt-hours. 

Mr. Austin. That SPA had permitted to be put into its system 
almost ona loan basis? Am I right about that ? 
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Mr. Karns. That is what I would call it, yes. In other words, I 
put the tomatoes in your warehouse, and I will get them back a little 
later. 

Mr. Austin. Now in blood banking, does SPA give a more valuable 
or a less valuable, or the same value, kilowatt-hour, in return? In 
other words, as I understand the blood banking system, the private 
utilities out there were operating their plants, and were loaning kilo- 
watt-hours to SPA. Then, at a later time they wanted kilowatt-hours 
back. Who gets the advantage in a trade like that, or does it come out 
pretty even? 

Mr. Karns. Well, in my opinion, it is a very intricate subject. It 
depends on when the Oklahoma companies put it in, whether it is on 
peak, or off peak. Now, the Oklahoma companies have a fuel cost in 
their better plants, and they are all better plants, practically, because 
the biggest generator in the State of Oklahoma, in 1938, was only 
22,000 kilowatts. So, anything they have of any magnitude has been 
built on more recent improved engineering practices, and they have 
some big ones now. 

Their fuel cost is about 1.3 mills per kilowatt-hour, maybe 1.35. 
Now, if they could put that power in on offpeak and let SPA carry 
the peaks it is pretty cheap. 

Now, understand this, it takes about 360 kilowatt-hours each month 
to go with each kilowatt of capacity to serve a normal load out there. 

Mr. Austin. Is that what is known as 50 percent ? 

Mr. Karns. Yes, now if SPA could supply the first 150 of those, 
which would take the peak off, most generally, then that leaves ap- 
proximately 200 more to be generated over many hours of the month. 
What bothers all of us in the generating business is these peaks. If 
we can get those knocked off by somebody, so we can load these plants, 
you can make power pretty cheap. 

So, it depends, Mr. Chairman, on how this current got in there, at 
what hours of the day. Then, as to what it is worth back to the com- 
panies, it depends on how they take it out. I am not so familiar with 
their working arrangements as to want to get into it. I am not suffi- 
ciently informed. 

Mr. Austin. But it is quite possible then, I would gather from your 
statement, that kilowatt-hours, taken out of that blood bank by the 
private companies, could be worth much more than the kilowatt-hours 
that they put in to build up that 100 million kilowatt-hour blood bank 
in the first place. Am I right in that statement ? 

Mr. Karns. It is entirely possible, and I would be greatly surprised 
if it did not work that way. 

Mr. Austin. Now when the original SPA-G. and T. contracts were 
made inoperative, was Western Farmers given any suggestion as to 
where they should go to work out their power problems ? 

Mr. Karns. Now, I am a bit hazy on some of that. At that time, 
I was here with REA and I was chief of the division and not in the 
construction end of the program at that time. But, I first recall hear- 
ing about this in August, I believe, of 1953 when several of the 
representatives of the G. and T. cooperatives came to Washington and 
hada meeting with the Administrator. 

I was not at the meeting. But the Administrator specifically asked 
these gentlemen to give him a letter requesting him to help work out 
substitute arrangements. The reason I know this is because some of 
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the gentlemen came down to my office and asked them if they should 
give such a letter. They were a little reluctant to give it. However, 
it is my understanding in the course of a day or two, or soon thereafter, 
that such a letter was given to REA, requesting help to find some 
substitute arrangement for these basic contracts. _ 

Mr. Austin. Was any suggestion made by anyone as to where the 
cooperatives should look for power integration and for the necessities 
to make these systems work ¢ 

Mr. Karns. I cannot answer that. It would not appear to me, how- 
ever, that a suggestion would be necessary. There is only one other 
place to go. 

Mr. Austin. Where? 

Mr. Karns. A commercial power company. There is no one else 
out there, outside of a few municipalities, and they are already over- 
loaded. The only people who seem to have any power were the com- 
mercial power companies. 

Mr. Austin. Was REA Administrator the one who was then to 
assist the G. and T.’s in the negotiations? 

Mr. Karns. Yes. In REA we always speak of the Administrator 
but he has a lot of Indians to do his work, like most of the rest of 
us do. If we didn’t have, we would have to do it ourselves. 

Mr. Austin. Then, did you proceed with some sort of negotiation 
with the G. and T.? 

Mr. Karns. Mr. Austin, I might answer that as best I can, but for 
more accurate and specific details, this committee may wish to call 
on somebody who was directly employed by the G. and T.’s during 
this period of time. 

Mr. Austin. It is the intention of the committee to hear from 
those witnesses. ‘Therefore, I do not mean to be asking you for 
information that you don’t have. However, since we have not had a 
chance to clear completely our thinking as to just where you fit into 
this picture, I may ask you questions that you have to say could be 
answered by others at a later time. 

However, you did come into negotiations with others concerning 
the power supply on behalf of Western Farmers somewhere along 
the line, did you not? 

Mr. Karns. It runs something like this. The last time I reviewed 
the files, as I remember it, and it is probably fairly accurate, the 
G. and T. cooperatives went home and held a meeting at Oklahoma 
and Missouri and one of their first steps was to select a consulting 
engineer to help them figure out some of these technical problems. 

Mr. Austin. This was after the deactivation order? 

Mr. Karns. Yes, this was along in September of 1953. Well, they 
employed the firm of Southern Engineering Company of Atlanta, 
Ga. Then engineering studies had to be made to decide on this inte- 
gration problem. You see, when we were integrated with SPA, each 
of us—Well, there is 15,000 kilowatts near Jefferson City and 40,000 
kilowatts in 2 units up in Kansas City, and we have 30,000 in 2 units 
at Anadarko, and then their fuel plant. None of us had to have 
standby for use when we were integrated with the Government. But, 
when they separated us it put us all out on our own. Central Mis- 
souri had no standby. N. W. had half of its plant in standby and 
we had half of ours. So, there had to be some decision made: should 
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we go as a group to the commercial power companies and cry for 
a large integration, or should we break up and each of us try to 
deal with the commercial power companies in our respective areas 
on a more localized integration ¢ 

o, those studies went on, and then following that, I read in the 
files where there were several conferences between representatives of 
Western and the two Oklahoma companies. O. G. and E. and Public 
Service, and they finally wound up late in 1953, with Western writing 
the companies a letter and setting forth a set of principles on which 
they would be willing to enter into negotiations. Following that, 
along in February of 1954, Western— 

Mr. Avstry. Let me interrupt a moment, Mr. Karns. Do you have 
any of your files, your correspondence files, your memorandum files, 
with you? 

Mr. Karns. Yes: I have quite a little. 

Mr. Austry. Could you give us from that file the history of the 
negotiations and correspondence, that had to do with trying to work 
out these power problems ? 

Mr. Karns. That would take quite a little time. 

Mr. Austin. I believe it is important enough that the subcommittee 
have those details in rather complete form, sir. 

Mr. Karns. Let’s start, then, with this set of principles, dated 
November 20, 1953. 

Mr. Austin. Who worked these out? 

Mr. Karns. Western Farmers and, I presume, they had a little help 
from REA. 

Mr. Austrx. Western Farmers and REA? 

Mr. Karns. Yes. 

Mr. Austin. Did this pertain to the G. and T.’s? 

Mr. Karns. No. This letter is addressed to R. K. Lane, president of 
the Public Service Company of Oklahoma and Tulsa. It might be 
well to read these 7 or 8 points. 

Mr. Austix. Would you do so, please ? 

Mr. Karns. It says: 

Pursuant to our conversation there follows an outline of principles that we 
are willing to offer as a basis for beginning negotiations of a contract between 
our company and Western Farmers Electric Cooperative. 

1. We shall complete our system as presently planned. 

Mr. Austin. That is, Western would complete its system as planned ? 

Mr. Karns. Yes; that is right. The power companies did not want 
us to finish our system. 

Mr. Austin. Why? 

Mr. Karns. Well, it is the same old story. They even claim the 
first line we built was a duplication and they will claim the last one. 
They did not want it built. That would leave us with an isolated 
system up in the north end of our project, which would be a potential 
source of trouble. 

Mr. Austrx. Trouble in what manner? 

Mr. Karns. Well, we would have to buy power up there from power 
companies from time immemorial and we would have to negotiate 
and keep working at the job to keep up competition in the threat 
of building to ever hold a rate. 





or 
A) 


Ls 
1e 


ic 
lg 


it, 


Ve 


he 
rk 


of 


be 


we 
een 


a» é 


ant 


the 
me. 
ted 
tial 


wer 
late 
reat 


} 
{ 
j 


ee... 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 67 


Mr. Austin. Are you saying that if you did not complete you 
system, there would have been the possibility that you be at the mercy 
of the power company ¢ 

Mr. Karns. Right. 

Mr. Austin. Go ahead. 

Mr. Karns. The O. G. and E. company went through the same sit 
uation at Woodward, Okla., before we built our dual fuel plant. The 
had an isolated district and they found it necessary to rush in a trans 
mission line while we were laying in the bricks to build that first dual 
fuel plant. They thought they would lose the ¢ itv, 1 guess. | Read- 
ing :| 

2. We would operate and maintain our Anadarko and Woodward plant and 
transmission system. 

In other words, we did not want anyone else operating them. We 
are going to do it ourselves. | Reading: | 


3. We will operate our Anadarko steam plant and our Woodward diesel plant 
at an annual load factor of 85 percent and deliver all of this power and energy, 
together with a quantity of power and energy to be purchased from the South 
western Power Administration, to you for a price to be mutually agreed upon 

T might ad lib a point here. In our basic contract with the Govern 
ment, we had a figure of 30,000 kilowatts of hydro power. We did 
not want to release that because if we ever fell out with the power 
companies, we would want the right to reclaim that energy = lise 
with our system which was built and designed to work with it in the 
first place. 

Mr. Austin. In other words, SPA had assigned some 30,000 kilo 
watts of capacity for Western Farmers ? 

Mr. Karns. In our basic contract with the Government, which was 
signed December 15, 1949. 

Mr. Austin. That is what you refer to in point 3 here, you wanted 
to solve that in addition to your own generation at 85 percent plant 
factor ¢ 

Mr. Karns. Yes, and I would judge from what I have learned 
since that we wanted the right to recapture it in the event we had to 
terminate our contract with the power companies, so that we would 
have hydro together with our steam. [Reading: | 

t. Your company could dispatch the Southwestern Power Administration power 
and energy and that to be generated at our plant pursuant to your orders subject 
to certain necessary minimum operating requirements. 

In other words, we would not want them to dispatch the output of 
that plant and get it down to about 1,000 kilowatts and ruin the ma- 
chinery in it. It would have to keep within approved engineering 
practices. [Reading :] 

». We would purchase from your company the power and energy required by 
our consumers, 

It says “customers” here “at the point of interconnection, which 
power and energy would be delivered by us over our transmission 
system.” 

In other words, we‘would have to build certain interconnecting facil- 
ities. There is where we would need the power. Western Power 
would take it over its own transmission system over the load centers 
of these member cooperatives. 
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Mr. Austin. Are you suggesting here a theory of operations similar 
to the SPA—G. and T., except putting the power company here in the 
place of the SPA? In other wor ds, they would buy all of your out- 
put of power, put it on your system, then you would buy back the 
total requirements of the individual distribution cooperatives? 

Mr. Karns. That is my interpretation, sir. 

No. 6, we would deliver power and energy over our transmission system to 
company points of delivery, as mutually agreed upon for a wheeling fee to be 
determined. 

In other words, if O. G. & E. wanted 10,000 kilowatts 75 miles 
from our steam plant, which would go out over Western’s transmis- 
sion facilities to pump it into their system up north, we would be 
entitled to a wheeling charge, a mill and a quarter or a mill and a half 
or whatever is necessary, maybe 2 mills. 

No. 7, new points of delivery would be made available from our system, or 
from your facilities, whichever would result in the better economy and better 
service by mutual agreement. 

In other words, if one of our member cooperatives would still have 
a load center sitting on the powerline, we would keep it sitting there. 
Western wouldn’t be in unless it would be in line with this point here. 

No. 8, terms of the contract would be subject to renegotiation, except we re- 


serve the right to terminate the contract at any time, if any regulatory body 
takes action which would require your altering the terms of the contract. 


That is similar to our Southwestern Power Administration contract. 

We have the provision in our basic contract which said if the SPA 
rate goes up, the G. and T. has a right to terminate the contract by 

giving 2 years’ notice and to seek its power elsewhere or make other 
arrangements. We were asking for the same right here. I am sure 
you gentlemen understand that no commercial power company can 
make you a rate for 5 or 10 years and guarantee you that that rate 
will not go up. All they have to do is make a trip up to the State 
Capital and they get adjusted pretty fast, and the rate goes up. The 
contract does obligate them to deliver the power, but no guarantee as 
to price. 

Mr. Austin. So this gave you the chance that if that price should 
be raised by regulatory committee action, you would have the privilege 
of terminating the contract on notice rather than taking the increase 
in cost ? 

Mr. Karns. That is right. Now we conclude this letter this way: 

If you are interested in discussing an arrangement embodying these principles, 
we would be pleased to enter into discussion of the details and negotiations lead- 
ing toward completion of an agreement. 

(Signed) H. G. TemMpietron, President. 

Mr. Austin. What reply did you get ? 

Mr. Karns. Here is a letter dated December 3, 1953 from Mr. W. B. 
Gesell, vice president of the Oklahoma Gas & Blectric Co., in charge 
of operations. He has been leader for the Oklahoma Gas & Electric Co. 
for all negotiating conferences we have held. He says: 

Mr. H. G. TEMPLETON, 
President, Anadarko: 


I have seen a copy of your letter to Mr. Lane, dated November 20, and I have 
also seen a copy of Mr. Lane’s to you in reply dated December 1. I know that 
the delay in negotiations have been unavoidable on your part, and I want to say 
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further that our company, too, is eager to proceed with conferences with your 
organization. 

Now, I would like to add here that in about October or November, 
my predecessor, Mr. Larry Burroughs, became ill. He was general 
manager of the Western Farmers, | and he gradually became more 
seriously ill, and he finally passed away in F ebruary of 1954. Western 
had a period in here when it was a little difficult for them to do the job 
you would normally expect them to do. Everybody thought Mr. 
Burroughs would get well, but he didn’t make it. 

So the president here was signing some letters and trying to help 
conduct business, which is perfectly proper, but 

Mr. Jonas. That letter from Mr. Gesell refers to a former letter 
signed by Mr. Lane. Don’t you have the Lane letter? It would be next 
in chronological order. 

Mr. Karns. I am sorry. I do not have the Lane letter here. He 
says, “I have seen a copy of your letter to Mr. Lane,” which is the letter 
I read, and also Mr. Lane’s reply. 

Mr. Austrn. In your file, do you suppose you have the Lane letter ? 

Mr. Karns. I’m positive I have it at home. 

Mr. Jonas. If you have read it, maybe you can say in substance 
what it is. No, it would be better to get the letter. 

Mr. Moss. Would you supply a copy of the letter for the subcom- 
mittee ? 

(The letter referred to follows :) 

PUBLIC SERVICE COMPANY OF OKLAHOMA, 
Tulsa 2, Okla., December 1, 1953. 





Mr. H. G. TEMPLETON, 
President, Western Farmers Electric Cooperative, 
Anadarko, Okla. 

DEAR MR. TEMPLETON: This acknowledges receipt of your letter of November 
20, 1953, outlining the principles upon which you are willing to begin negotiations 
of a contract between Western Farmers Electric Cooperative and Public Service 
Company of Oklahoma. 

We are interested in discussing an arrangement for the coordination of the 
operation of the Western Farmers’ system with that of this company. Without 
further clarification, we are unable to ascertain the effect of some of the principles 
set out in your letter, but we feel that progress can be made by a meeting and 
discussing the factors involved. 

If you will advise such dates that you and your organization will be available, 
we will be glad to get with you upon an agreed date. 

Sincerely yours, 
(Signed) R.K. LANE, President. 


Mr. Jonas. Before you go further, give me the dates of those two 
letters, the letter from Mr. Templeton to Lane and the other. 

Mr. KARNS. The letter to Karns is November 20, 1953, and from 
Mr. Gesell to Mr. Templeton is dated December 3, 1953. 

I might take a shortcut here and point this out, that there were con- 
ferences following these exchanges which wound up in the power com- 
panies offering Western a draft of a contract in February 1954. 

Mr. Austin. That is an outgrowth of the letters you spoke of ? 

Mr. Karns. Yes. Now, the draft of the contract did not contain 
anything about the rates that the power companies would sell power 
to Western for, and as I recall, it made no mention of the company 
taking any hydro from Western. We have a peculiar situation in 
Oklahoma. The companies don’t want any hydro from Western. 
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They are getting a full share of it through the other end of the system 
directly through SPA, 

Mr. Moss. And that is at a dumping rate ¢ 

Mr, Karns. In addition to that, the Oklahoma companies are wheel- 
ing power for Southwestern Power Administration to six REA 
financed cooperatives, and to a number of municipalities. 

Now, under that arrangement, and there is a gentleman that you had 
before you that you should have continued with this morning that 
could give you the explicit details of that, it amounted to that. 

Mr. Austin. You’re referring to Dr. Blalock ?¢ 

Mr. Karns. Yes; he could explain how that works. They get a 
generous amount of power through those contracts and they don’t 
want any from us for that reason and for another reason. If we had 
hydro mixed up in our integration contracts and ever fell out, we could 
take the hydro contract back with us. And without hydro out there, 
our ship is practically sunk. In other words, we would have a very 
difficult time in ever deciding to pull out of an integration contract if 
we didn’t have the right to pull some hydro back with us to go with our 
steam plant. Maybe that is the real reason they didn’t want any hydro. 

But anyway. following this contract in February, we didn’t like it 
so good. At the first meeting I attended as an official employee of 
Western was March 15, 1954, in Kansas City, Mo., at which time Mr. 
Nelson, Mr. K. W. Blackburn, and Mr. Cole and perhaps Mr. Chase, 
Governor Aandahl, Art Vieregg, maybe another one or two from his 
staff, the represent: itives of all G. and T. cooperatives met in Kansas 
City. 

Mr. Austix. You have identified all those men, I believe, with the 
exception of Mr. Kk. W. Blackburn. Who was he? 

Mr. Karns. K. W. Blackburn was a solicitor of the Department of 
Agriculture in charge of REA’s legal affairs, and he passed away in 
L954, 

Mr. Avstix. Thank you, I just wanted them identified in the record 
as to the agencies thev were with. 

Mr. Karns. This meeting was called for the purpose of expediting 
negotiations. Each G. and T. co-op was called upon to tell where a 
negotiation stood. Each power company was called upon. The power 
companies were there in full force and effect to tell about their respec- 
tive negotiations with G. and T. in their areas. 

Mr. Nelsen made a speech urging that we negotiate and he also 
agreed to finance the interconnection costs, wherever it might be re- 
quired to connect with the power companies. As I understand the 
REA program, somebody has to agree to borrow money before REA 
ean agree to loan it. It hit me somewhat as a surprise. but neverthe- 
less. that took place. 

Mr. Austrx. Did you say all the interconnection costs ? 

Mr. Karns. All the interconnection costs. 

So then, we broke up into small groups with our utility companies. 
Western Farmers got over into a corner with Public Service and 
Oklahoma Gas & Electric. 

Mr. Austin. Was there anything said in definition of that “all the 
interconnecting costs?” I am thinking this: Were the REA G. and 
T.’s, according to that, to carry all the costs of interconnection with the 
power companies, or was it a 50-50 basis? 
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Mr. Karns. My impression was we would bear 100 percent. Be- 
cause if he loaned all the interconnection costs, we would have to bor- 
row it and finance it. 

Mr. Austtx. Your impression was that it was a suggestion that the 
companies bear half of the cost of interconnection ? 

Mr. Karns. No. 

So we met later in the day with Mr. Gesell and others of O. G. & E., 
and Mr. Wright Canfield of the Public Service of Oklahoma. Wright 

Canfield holds about the same position with the Public Service Co. as 
Mr. Gesell does with O. G. & E. 

We discussed this working draft of the contract we had received on 
February 10, that is, Western had received. We told them we didn’t 
like it. They said, if you don’t like it, go home and draw one up you 
do like. 

We also had some discussion on this point. They wanted to protect 
industry and commercial users. For 20 years in this REA thing, the 
power companies have thought the co-ops should serve farmers and 
sharecroppers, but never commercial business. They wanted to safe- 
guard their program so that we wouldn’t be able to compete with them. 

Mr. Avustix. What do you mean they wanted to protect the busi- 
nesses ¢ 

Mr. Karns. If somebody set up a peanut hulling plant that re- 
quired 50 kilowatts in the rural area, that was to be their customer. 

Mr. Austin. Even though it might be in area which you are pri- 
marily serving ? 

Mr. Karns. Right. 

Mr. Moss. They wanted any large loads? 

Mr. Karns. Right. As I understand the REA Act, so long as the 
customer doesn’t have central station service, if it is 1 kilowatt 
or a million, if the co-ops can supply it, they have a right to do so, 
Nothing is said in the act about the size of the customer; all it says is 
he must not have central station service. 

Mr. Jonas. May I intrrupt just a moment, please? I'd like to ask 
a question. What does it say about 1,500 population ? 

Mr. Karns. It says the REA shall not finance lines in towns of over 
1,500 population. 

Mr. Jonas. Or supply any customer who receives central station 
service. 

Mr. Karns. The co-ops do service some in towns of over 1,500 due 
to some accidental thing or other. But that didn’t enter into it here. 

So, we went back to Anadarko and Mr. Plunkett, and I believe the 
other REA fellows, we met in our office and we drafted a contract 
about March 24 or 25, along in there. We sent that to the companies 
and entered into a negotiating conference in Oklahoma City on April 
16, 1954. Despite the innuendos by certain high Government officials, 
we didn’t drag our feet in these negotiations. Every time I come to 
Washington, somebody collars me for dragging our feet. We met in 
Oklahoma City. In this conference, we h: id representatives of REA, 
SPA, Interior Department, and we generally wound up in these meet- 
ings with around 25 or 30 people. “Tt is pretty difficult to negotiate. 
During the course of this meeting, Mr. Gesell took out a contract and 
read us a portion of it. It is what is known as the last Kentucky inte- 
gration contract. 
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Mr. Austin. This was the meeting called for consideration of the 
draft you had brought in with you ? 

Mr. Karns. Right. 

Mr. Austin. Let me take one step back here for clarification. You 
said you had sent the letter on November 20, 1953, setting forth these 
principles ? 

Mr. Karns. Yes. 

Mr. Austin. Was anything ever done about these principles? 

Mr. Karns. I am satisfied they thought they.had covered those 
principles in their contract that was submitted to Western in F ebruary 
of 1954. 

Mr. Austin. Did you think they were so covered ? 

Mr. Karns. No. 

Mr. Austin. Did you reincorporate them in the draft you submit- 
ed at this meeting ? 

Mr. Karns. We did. 

Mr. Austin. Stepping back to where you were, you said Mr. Gesell 
brought forth the contract, the east Kentucky one. 

Mr. Karns. Yes. He read a portion of it where it said what east 
Kentucky and its member co-ops could serve and what the power 
companies could serve. If there ever was a bad contract, in my 
opinion, that is one of them. It dwarfs the cooperatives to strictly 
real farm business. Of course, a cannery is real farm business. I 
mean it restricted them right down to the letter. I told Mr. Gesell, 
“You just happen to have it, so you can just happen to put it away, 
because we are not buying any portion of that. We want the right 
to use our initiative to develop our business the same as you are trying 
to use yours to develop yours.” 

Mr. Austin. What was his purpose in reading his contract or 
talking about it, at this meeting ? 

Mr. Karns. Well, a good number of the major commercial utilities 
throughout the life of REA have always had the theory that REA 
was created to serve only farmers, sharecroppers, and tenants, and 
only those after the commercial companies decided in their own good 
time that they didn’t want them. That was brought up in this Kansas 
City meeting, and I told Mr. Gesell, “So long as I am with Western, 
you will never ramrod that one through. If you cannot forget that 
theory you have had for nigh onto 20 years, there will never be an 
integration contract.” 

Mr. Avustrx. You are speaking of the theory that they would 
reserve the right to not only keep the loads they had in the area, but 
that as big new loads developed in the area, they had the right to 
those, even though they might be under your lines and not theirs. 

Mr. Karns. That’s right. We had no objection to their keeping 
the loads they had. We weren't trying to rob them. But we wanted 
the right to new loads, and the businessman putting in the loads 
should have the right to get a couple of quotations on power. But if 
we were to deny the right to bid a load, the power company could 
stick in 2 kilowatts of power and the buyer could buy it or move to 
Arkansas or someplace else. 

Mr. Avstrx. You mean you wouldn't even have the right to bid 
on the load under this contract proposed ? 

Mr. Karns. That is right. 
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Mr. Moss. Under this proposal of theirs where they would reserve 
the large users, would you be required under the terms of the con- 
tract to wheel to those large users if they were on your line? 

Mr. Karns. Yes, we get to that a little later. But they would pay 
us for the use of our transmission lines. Now to safeguard that 
practice, they wanted to put in this contract dual rates. Now, in 
other words, one rate for straight farmers and a rate about a mill 
or so higher for loads that were 75 kilovolt-amperes or bigger and 
for towns of 125 meters or more. 

Mr. Austin. That would be rates to be charged by whom ? 

Mr. Karns. By the power companies to Western Farmers if we had 
an integration contract. 

Mr. Moss. They wouldn’t just sell you power at so much a kilowatt, 
but it would be on a basis of use and size? 

Mr. Karns. Use and size and very intricate bookkeeping and meter- 
ing proposition to determine which rate each customer of each mem- 
ber ¢ ooperative —— be on. 

Mr. Jonas. May I ask a question about that? You mean the pro- 
posal was to sell you the power you needed to serve your rural cus- 
tomers at a lower rate than they would sell new power to serve 
your urban customers ? 

Mr. Karns. Well, urban or—you might be surprised, but 10 or 15 
miles from town there are consumers tod: ay of larger than 75 kilovolt- 
amperes. They are not all in town. We only deliver power at that 
time to serve a town of any consequence and that was Buffalo, Okla., 
which that member co-op had purchased in conjunction with an acqui- 
sition some years ago. That town is under 1,500, but has a power load 
of a considerable amount with feed mills, and so on. Then there are 
lime quarries and oil pumps, pumping stations down there. We have 
quite an oilfield in about half of our area. All of those have to be 
metered separately by distribution co-ops, send the records to Western, 
and work it out every month to determine just who is over the line and 
who under to determine what the price of power would be. You would 
have to have a meter reading and tape recorder on every piece of 
equipment. 

So the companies were advised in that meeting that if they persisted 
in view of rates, we wouldn’t have integration - contracts. REA had 
fought diligently to get the companies to take those dual rates out. 
Another thing we did at that meeting 

Mr. Jonas. Before you get away from that. Idon’t understand. If 
you never put the dual rates in, why had you been fighting for years 
to get them out ? 

Mr. Karns. All through the history of this program, a lot of the 
commercial power companies had dual rates to wholesale contracts. 

Mr. Jonas. You mean in prior contracts down through the years / 

Mr. Karns. Yes, sir. 

Mr. Jonas. So this is not a new scheme, then, it was a continuation 
of the existing contract ? 

Mr. Karns. Right. 

Mr. Jonas. I mean the theory of the dual rate ? 

Mr. Karns. Right. 

Another think we did in that meeting—we decided this. That 
Western, if integration became possible, integration contract, Western 
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would finance 50 percent of the cost of the integration, and the com- 
panies 50 percent. We didn’t think we ought to finance 100 percent. 
So we decided at the conclusion of that meeting, that Western’s ea- 
gineers and the company engineers would meet and decide where these 
Integration points ought to be, the kind of equipment that would be 
required, and the cost thereof. And also in that meeting, we still 
lidn’t have this item of hydro power tied down. SPA, through the 
Department of the Interior—some of these people that you may call 
us Witnesses could probably furnish you this letter, 1 can’t—but 1 
believe it was in January or February of 1954 that Governor Aandalhil 
gave Mr. Buck in Missouri a letter. He was chairman of his South 
west G, and T. committee, and he got a letter from Governor Aandahl 
that he was reserving a hundred and thirty thousand kilowatts of 
hydro capacity for oar integrations with the G. and T. cooperatives. 
But Western Farmers hadn't any commitment on any, and the power 
companies said if we have got to take it, how much have you got and 
what is the price of it? 

So immediately following that meeting, we scheduled another meet- 
ing for May 4, but I wrote this letter to Mr. Wr ight and to Mr. Fred 
Aandahl, dated April 1954. I might just read this, it is not a very 
long letter. A copy of this went to REA: 

DEAR Mr. AANDAHL: On April 6, 1954, we met with representatives of the 
Public Service Co. and Oklahoma Gas & Electric Co. in the Biltmore Hotel for 
the purpose of discussing the working draft of the proposed integration contract. 
During the course of the conference, the question of availability of hydro power 
to Western Farmers for resale to the companies, with the right of recapture by 
Western Farmers to meet our future needs, received considerable attention. 

In our interim contract under date of October 9, 1953, which has been amended 
and expires on June 30, 1954, Southwestern Power Administration agreed to de- 
liver up to 30,000 kilowatts of hydro power. The question of availability of this 
power after July 1 to Western Farmers and the price must be solved before 
negotiations can proceed. 

The attached resolution passed by our board of trustees on April 9, sets forth 
our position and we trust that you will give this proposal favorable consideration. 
We have tentatively scheduled another meeting for May 4 with representatives 
of the companies to resume negotiations. In the meantime, their engineers and 
our engineers plan to meet and discuss interconnection problems and the cost 
thereof. Also, we submitted new load estimates at their request. The progress 
which we will be able to make in the hext meeting will depend on the action 
taken on the request of our cooperative. 

That means for hydro power. 

Mr. Jonas. What you were saying is if he didn't give in to you on 
that proposition, you weren't interested in an integration contract ¢ 

Mr. Karns. We were not and could not have been and still have 
represented the 2 interests of our 50,000 farmers. 

Mr. Jonas. I understand, but that is what you meant, that was 
mandatory as far as you were concerned ‘ 

Mr. Karns. The resolution is rather lengthy, and if the committee 
would like, it can be supplied. 

Mr. Moss. Would you supply a copy of the resolution for the com- 
mittee ? 

Mr. Karns. Yes. Here is the letter from Mr. Aandah] to me, dated 
April 20. 

Deak Mr. Karns. In answer to your letter of April 9, I wish to state I am 
pleased to have your comments on the progress you are making in working out 
an integration contract with the companies in your area 
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The question of availability of 30,000 kilowatts of hydroelectric power on a 
permanent basis to Western Farmers Electrical Cooperative is one that will 
have to be answered at a later date. From our previous visits and discussions. 
you are well aware of the fact that Southwestern Power Administration does 
not have enough hydro power to meet the requests that have been made by pref 
erence Customers in the area. 

He probably didn’t stop to think that Western Farmers is the biggest 
preference customer in the State of Oklahoma. All we were asking 
for is our portion of that 130,000 kilowatts he said he was setting aside 
earlier in his letter to Mr. Buck. So I wrote Mr. Aandahl back 3 days 
later on April 23. The essence of the letter is this. Without a com 
mitment in the meantime to provide 30,000 kilowatts of hydro power 
beyond June 30, 1954, we will be unable to proceed with our negotia 
tions with the companies. 

Mr. Austin. May I interrupt to ask you, had you been led to believe 
in this period of time after the deactivation of the original contract 
that you would have some of this power available in your hands, so to 
speak, to negotiate with the power companies / 

Mr. Karns. I had been Jed to believe that, and certainly it wasn’t 
the intention, I don’t think—it could have been, but it’s highly incon- 
ceivable—that. Interior set aside 130,000 kilowatts of power for the 
G. and T.’s in Missouri and not give Oklahoma one kilowatt. 

Mr. Austin. Do I assume correctly that they had stated there was 
this 130,000 kilowatts that would be available to the G. and T.’s collee- 
tively for their negotiation on integration contract ? 

Mr. Karns. That is right. 

Mr. Austin. Were you able to get any statement as to how much 
of that was to be available for you to put in your own co-op for 
negotiation / 

Mr. Karns. Nothing up to this minute. 

Mr. Austrn. And you were interested in finding out how much you 
would have for your negotiation. 

Mr. Karns. That is right. The company had said, if we are going 
to take this power, we have to know the quantity and price to work the 
negotiation out. 

Mr. Jonas. Forgive me for interrupting you so much. I want to 
be sure I understand that. The 130.000 you say Mr. Aandahl had 
advised you had been set aside by Somihawel Power—was it earmarked 
for G. and T.’s in Missouri, or G. and T.’s all over the system ? 

Mr. Karns. It is my distinct understanding it was earmarked for 
G. and T.’s all over the system. The letter was written, I believe, to 
Mr. John Buck and he is chairman of the G. and T.’s Committee which 
we have, which inelude Oklahoma and Missouri. 

Mr. Jonas. Was it your understanding that the 130,000 kilowatts 
was to be not only earmarked, but set aside permanently’ Was it 
subject to any ¢ ‘onditions ? 

Mr. Karns. Well, obviously, the Interior Department. couldn't re- 
serve it if we were negotiating for 10 years, and not sell it. I think 
Governor Aandahl intended to reserve it for a reasonable period of 
time. 

Mr. Jonas. You were wanting, though, to have a firm contract for 
30,000 2 

Mr. Karns. Yes. He was reserving it for a reasonable period of 
time while we were negotiating. If we failed to negotiate in a year's 
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time, say, he would sell it. If we did, what we wanted was 30,000 of 
that 130,000 kilowatts which we would sell to the company in this 
integration contract. Then if in 5 or 10 years we fell out with the 
companies and had to quit them, we would reserve the right to recap- 
ture this 30,000 kilowatts of hydro to go with our 30,000 of steam so 
we could carry our load. A man wouldn’t go to Africa bear hunting 
and stack up his guns and throw away all his gear because he might 
come back to that point and need them. 

Mr. Austin. Am I to understand that you hadn’t received any as- 
surance as to how much of this 130,000 kilowatts was to be available 
to you in this negotiation? Are you familiar with the contract pro- 
posal that is generally known as the NWKCPL contract proposal ? 

Mr. Karns. Reasonably so. 

Mr. Austin. Is there any possibility that there could be a connec: 
tion between not letting you know that you had 30,000 or how much 
of the 130,000 kilowatts you had, and the negotiations going on con- 
cerning the Northwest-Kansas City Power & Light (NWKCPL) con- 
tract ? 

Mr. Karns. It would be supposition, Mr. Austin. 

I might jump forward and make the statement that will have a bear- 
ing on this. I am leaving a gap of this history out that is awfully im- 
portant. 

Mr. Austin. We will come back to it. 

Mr. Karns. In December, the 29th and 30th, 1954, we held a meet- 
ing in Kansas City, G. and T. cooperatives and power companies. We 
met separately to consider the draft of the hydro contract, the N. W. 
hydro contract, which we were advised if it worked out and it was 
approved, would serve as a model for the rest of us. We were advised 
by Interior and SPA. In one of the evening sessions of this meeting, 
we were meeting 3 or 4 or 5 of us with Governor Aandahl, and they had 
discussed Missouri for a couple of hours, and I said, if you gentlemen 
don’t mind, I’m spending some time here, what about our discussing 
Oklahoma for just a trifle? The Governor told me that Western 
Farmers wouldn’t get any hydro. He said the power companies will 
take care of you. He said, you must have an integration contract by 
the first of the year, and I am under an edict by Congress to see that 
you get it. 

Mr. Austin. This was Mr. Aandahl, and when was this meeting? 

Mr. Karns. September 29, 1950. I didn’t write this down, but I 
have a pretty fair memory on this. I told Mr. Aandahl that without a 
hydro contract, Western would never integrate with power companies. 
I had 50,000 farmers who put Congressmen in Washington to give him 
his edict, and they are telling me you had better get some hydro. It 
was not the intention of the Interior Department to ever give Western a 
kilowatt of hydro, in my opinion. You will hear some gentlemen who 
will bear that out during the course of your sessions, I am sure. 

Then I understand Governor Aandahl went down to the lobby of the 
hotel on his way out of his room about 11:30, and met the president 
of my board and offered to trade him 15,000 kilowatts of hydro if he 
would give up these basic contracts. 

Mr. Austin. Those are the contracts that have been deactivated by 
Congress, but were actually still in effect, but not in operation ? 

Mr. Karns. The contract was asleep so to speak. 
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Mr. Austin. Heasked your chairman? What was his name? 

Mr. Karns. Templeton. 

Mr. Jonas. I doubt if we should put hearsay evidence in. 

Mr. Moss. You can object to it, but hearsay evidence for a committee 
of Congress is according to all practices. We have the right to inquire 
of him on that point or to search further for substantiating informa- 
tion. But we are not bound by the rules of evidence in the committees 
of Congress. 

Mr. Jonas. I didn’t indicate that we were. I just raise the question 
whether you think it is a fair way to elicit evidence for the ar for 
him to testify about something he has stated he didn’t hear or know. 

Mr. Moss. I think on that, it is more or less the case of cine is the 
custom of the committees of Congress. It has been my observation 
that the custom does permit, as a regular procedure, the acceptance 
of statements of a hearsay nature. 

Now, we'll have the opportunity later on to examine Mr. ‘Templeton 
as a witness before the committee, and at that time direct a query to 
him on that point. 

Mr. Karns. I might add Mr. Templeton was not in the room where 
I was told we weren’t going to get any hydro. Governor Aandahl 
ran across the president of my board, Mr. Templeton, in the lobby of 
the President Hotel in Kansas City. But there were 4 or 5 other 
ventlemen. I realize I didn’t go home and write a memo down, or 
didn’t have a tape recorder in my pocket while it was going on. But 
it does indicate an attitude that we were expected to get an integration 
contract with the companies without hydro. 

I have been told all my life, gentlemen, that the power companies 
would take care of us, but I happen to be curious as to how they are 
going to do it. 

Now, to back up here a little bit, the next meeting of any consequence 
was August 10 and 11 in St. Louis by the G. and T. cooperatives and 
the power companies, at which time we reviewed the draft of this 
scauad N. W. hydro contract. The cooperatives met the first day 
separately with the REA and the Interior Department officials and 
the power company officials met in another part of the hotel. Next 

day we got together and attempted to discuss our differences and work 
out a contract. At the conclusion of that meeting, a committee was 
set up to discuss all the contested parts of the contract and make a 
new draft and make us a copy of it. Well, time went on, and the next 
time we met to discuss that draft was September 29 and 30. In the 
meantime, we had another meeting with the power companies on 
August 25 to negotiate further. It didn’t do any good to speak of. 
We reviewed integration problems, we still had to review rates. We 
were so many dollars apart that it wasn’t any use to discuss the 
contract. 

We took this position, gentlemen. The power companies, I am 
sure, advised Congress that these basic contracts weren’t any good 
and they could probab ly do as good or better if they were given the 
opportunity. So we took the position in our negotiations, offer us a 
contract that gives us equal or near the same economies that we had 
in our basie contracts. Well, the best offer we ever had, even this 
spring, would have cost Western, by the time we got our feasibility 

requirement studies in kilowatt-hours, approximately a million dollars 
A’ Vear or more. 
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Mr. Austin. The “we” you are referring to are the distribution 
cooperatives 4 

Mr. Karns. That is right. 

Mr. Jonas. In other words, to take the best offer they made, your 
power costs would have gone up a million dollars a year z 

Mr. Karns. After we had raised our load to 200 million kilowatt- 
hours a year. 

Mr. Austin. Is that based upon present time or future time? 

Mr. Karns. We ought to hit that about 1958. 

Mr. Austin. I see. At that time, it will cost you a million dollars 
more ¢ 

Mr. Moss. We are going to have to start aiming at a point for 
adjournment. 

Mr. Jonas. I have a few questions I would like to ask at this time. 

Mr. Karns, 1 understood you to say you didn’t know until yesterday 
you were to be a witness ? 

Mr. Karns. I had heard that I might be. 

Mr. Jonas. When did you hear that? 

Mr. Karns. It was sometime about 10 days ago, I believe. 

Mr. Jonas. You mean you were examined in Oklahoma? Inter 
viewed / 

Mr. Karns. Interviewed for about an hour or an hour and a half. 

Mr. Jonas. By Mr. Austin? 

Mr. Karns. Mr. Austin and Mr. Perlman. 

Mr. Jonas. Did they tell you these hearings were to be held now, 
and you were to be a witness and to bring your papers with you? 

Mr. Karns. As it was left at that time, my impression was that that 
was a preliminary trip to get preliminary information, and there 
would be a hearing, probably in the field, either Tulsa or Springfield, 
where it would be readily acceptable to a greater number of people. 

Mr. Jonas. You mean witnesses ? 

Mr. Karns. Yes. 

Mr. Jonas. How did you happen to bring your file with you on 
this trip ? 

Mr. Karns. I got word in the last 2 or 3 days that this hearing was 
going on and I might be called upon to testify. 

Mr. Jonas. Whom did you get word from? 

Mr. Austin. May I tell that story ? 

Mr. Jonas. No, let him go on. He indicated he was a surprise 
witness, that a subpena was stuck in his hand, and I wanted to get 
that clear. 

Mr. Karns. I got a letter a day or two ago from Mr. Perlman. 

Mr. Jonas. Telling you to bring your files, that you would be sub- 
pened here / 

Mr. Karns. I don’t have that letter here with me. He said I would 
be more than likely called on to testify. 

Mr. Jonas. You say you have been with Western Farmers since 
when ¢ 

Mr. Karns. Since 1954. 

Mr. Jonas. Did you go directly to them from the REA? 

Mr. Karns. I did. 

Mr. Jonas. How long were you with REA? 

Mr. Karns. 16 years, 10 months 9 days. 

Mr. Jonas. What was your assignment with the REA ? 
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Mr. Karns. I was in the Operations Division. 

Mr. Jonas. Did I understand you to say that when the folks in 
Oklahoma came here to talk with Mr. Aandahl about a contract, and 
he suggested that they write him a letter—no, to Mr. Nelson, I be- 
lieve it was—the Administrator of the REA—he suggested to them 
that they write him a letter asking the REA’s help. Also that the 
people came to your office after leavi ing Mr. Nelson’s office and asked 
if you would advise doing that ? 

Mr. Karns. Several of them did, yes. 

Mr. Jonas. Why would they be coming to you? You were a sub- 
ordinate in the REA office? Can youe xpla rin that ¢ 

Mr. Karns. I suppose so. I had worked with those people out 
there off and on since 1937, and apparently I had won the confidence 
of several of the co-op leaders. Several years I handled the work of 
the Amplication and Loans Division of the REA, which operated in 
Oklahoma and Louisiana. 

Mr. Jonas. You knew them personally ¢ 

Mr. Karns. Yes. 

Mr. Jonas. In accordance with your official duties in the REA ¢ 

Mr. Karns. Right. 

Mr. Jonas. You didn’t think it was strange they would come to you 
and ask if they should comply with a request made to them by your 
superior / 

Mr. Karns. It is a bit unusual, but it is not strange, when you know 
the people. When you go to an organization, you gene rally have 1 
or 2 you would like to t: alk to. Some people in an organization might 
consider that breaking over organization lines or stafling patterns. 

Mr. Jonas. You didn’t so consider it / 

Mr. Karns. Well, in REA, my door was open. If a man wanted to 
come in and ask me about auditing a set of books, if I couldn’t help 
him, I could tell him where to get the help. If he asked me about how 
to get an engineering contract, I couldn’t help him, but I could tell 
him where to get the help. I was sort of point of contact out there. 

Mr. Jonas. Did you at that time have responsibilities with respect 
to these contracts 4 

Mr. Karns. I did not. 

Mr. Jonas. What advice did you give him with respect to that 
request 4 

Mr. Karns. I told them to use their own judgment. I was a httle 
careful, I don’t mind telling you, because I wasn’t too well acquainted 
with Mr. Nelson at that time, and when a new man comes in, you play 
by ear pretty carefully, because you don’t know just what his policies 
might be. 

Mr. Jonas. You were a little careful in what you said to them be- 
cause you were afraid that it might not suit Mr. Nelson? 

Mr. Karns. Well, I'll tell you, it’s a pretty wise policy to be cautious 
when a new general comes in. 

Mr. Jonas. But you didn’t hesitate to talk to them ¢ 

Mr. Karns. Oh, no. 

Mr. Jonas. Or to give them advice to use their own judgment. You 
wouldn’t tell them whether they should write the letter or should not. 

Mr. Karns. I didn’t tell them not to write it, and I didn’t tell them 
to write it. [told them to use their own judgement. 
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Mr. Jonas. Did you have anything to do with the formulation of the 
original contract with the G. and T.’s 

Mr. Karns. Yes, sir. 

Mr. Jonas. You worked on those contracts in your capacity as an 
official in the REA ? 

Mr. Karns. That is right. 

Mr. Jonas. Now, you’re employed by one of the contracting parties ? 

Mr. Karns. Right. 

Mr. Jonas. Is there any question in your mind about a conflict of 
interest there as a former Government employee ¢ 

Mr. Karns. No, sir. 

Mr. Jonas. You are aware of the statute to which I have reference ? 

Mr. - ARNS. No, lam not aware of it. 

Mr. Jonas. Does the Western Farmers group have money borrowed 
from the REA? 

Mr. Karns. In round figures about 15 or 16 million dollars. 

Mr. Jonas. They have that money borrowed from REA when you 
left REA and — a position with them ? 

Mr. Karns. Not all of it. We got the last loan in December 31, 1954, 
31.424,000. 

Mr. Jonas. At the time vou did go with Western Farmers from 
REA, Western Farmers did have a loan with REA ? 

Mr. Karns. Right. 

Mr. Jonas. About what amount? 

Mr. Karns. At that time, they possibly had around 13 or 15 million 
dollars. 

Mr. Jonas. I would like to read a statement, a quotation. Certain 
newspapers quoted you as having said sometime ago in Idaho—I'll 
isk if you're correctly quoted, and I now quote this statement: 

“This is Santa Claus,” the newspapers quoted E. E. Karns, at a meeting he 
held to drum up trade. “If necessary, we'll make power so cheap they'll have 
o take REA power even if we have to give it away until the Idaho Power Co. 
ines become so unprofitable they'll have to take them out. We have the whole 
United States Treasury behind us.” 

Did you make that statement ? 

Mr. Karns. I didn’t make all of that statement. no, sir. I expect 
vou have been misquoted in the ne wspaper, too. That was probably 
isituation in Vale, Oreg., where a power company bros © licated about 90 
percent of our meters. We had made the loar an d the con ipany 

umped to build out to the farms and by the time they got through, 
tbout 90 perce nt of the peop le had service, The Idaho P ower pe ople, 
[ can tell you for sure, I was not very popular with them. 

Mr. Jonas. I didn’t ask youthat. Lasked you if you made this state- 
nent as quoted. 

Mr. Karns. I never paid it was Santa Claus. I didn’t say we were 
business. I probably did say all those consumers 
el served and R DA had made the loan and we were going to get 
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to take them off the power companies lines and get them on the lines 
of the cooperative. 

Mr. Jonas. Did you make the statement you would make power so 
cheap that Idaho Power Co. would be unprofitable 

Mr. Karns. I don’t think so, because they make power awfully 
cheap. I don’t think it could get much cheaper. 

Mr. Jonas. Were you correctly quoted as saying, “We have the 
whole United States Treasury behind us?” 

Mr. Karns. I can’t remember 10 or 12 years ago, That article mus 
vo back at least to the late forties. 

Mr. Jonas. You don’t remember whether you said that ¢ 

Mr. Karns. No. 

Mr. Jonas. Wasthat your feeling at that time 4 

Mr, Karns. No, sir. I have always believed that those loans had 
to be made soundly so that the money could be paid back. I have beer 
conscientious in helping REA make the loans on a self liquidating 
basis. 

Mr. Moss. I wonder if I might ask the gentleman if he would yield 
at that point for the purpose of enlightening the rest of us and identify 
the news quotation ¢ 

Mr. Jonas. I don’t think that is necessary. I didn’t ask you to 
identify the memorandum from which the counsel for the committee 
has been asking his questions. It was an article 

Mr. Moss. If the gentleman doesn’t want to identify the documents, 
I raise a point of order. The House is in session. 

Mr. CHuporr (presiding). I want to say oo to you, Mr. Jonas. If 
you read from a public article, a newspaper or a magazine as general 
circulation, it appears to me that if you are quoting from part of that 
article, you should either read the entire article or not quote from it. 
I think that the gentleman you are cross-examining, since you are try- 
ing to attack his ¢ redibility, is entitled to hear the entire article first. 
and secondly, where it came from. If that is the result of a private 
investigation you made, I don’t think I would require that you tell me 
where you got it. But if it appeared in a newspaper or magazine of 
general circulation, it appears to me it should not be a secret where it 
came from. 

Mr. Jonas. I don’t think it will be any secret. I am perfectly will- 
ing to put it in the record, the paper from which it was taken, at some 
proper time, I don’t think it is necessary to do it now. I simply asked 
the witness if he made the statement. All he has to do is say he didn’t 
make it or did make it. He has admitted he made part of the state- 
ment. 

Mr. Cuuporr. My recollection was that you said it appeared in the 
press. 

Mr. Jonas. Isaid the newspapers quoted him. 

Mr. Cuuporr. If it is an article in general circulation, I can’t see 
any reason why, if you feel you are making a case for your opinion, 
certainly I think it will strengthen your opinion to put into the record 
where it came from. 

Mr. Jonas. I'll do that later. I just didn’t see any reason for hav- 
ing my questioning of the witness interrupted to have that done now. 
I'll simply ask him if he made.the statement that was attributed to 
him, and if he didn’t he can say he didn’t. He has said he m: en part of 
the statement quoted, though he said he doesn’t recall all of it. 
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Mr. Cuuporr. If he admits making a statement, I might agree on 
what you say to the witness, but I think in fairness to your ¢ olleagues, 
we ought to:know where the statement came from. Now, if it was asa 
result of a private investigation you made, I don’t think you have to 
tell us where you got it. 

Mr. Moss. My question was not where he got it, but rather where it 
was published and when. If the man is being queried about a -. 
ment which might be 10 or 12 years old, his memory might not be a 
fresh as if it were attributed to him in the last year. 

Mr. Jonas. Ill have no objection to doing so and filing it with the 
committee. 

Mr. Cuvporr. On Mr. Moss’ point of order, the rules of the House 
say the Committee on Government Oper rations and its subcommittees 
shall have the right to hold sessions while the House is in session. 

Mr. Moss. I stand corrected. 

Mr. Jonas. Mr. Karns, did you say that the rates in effect that have 
been in effect up to now have been sufficient to repay all Government 
loans from Southwest Power ? 

Mr. Karns. In my opinion, I think they would have been sufficient 
to have kept the SPA in the black if the power had been marketed 
properly. 

Mr. Jonas. You know Mr. Douglas Wright ? 

Mr. Karns. Yes. 

Mr. Jonas. He has been administrator of the Southwest Power Ad- 
ministration for many, many years. 

Mr. - ARNS. Right. 

Mr. Jonas. Did you happen to read his testimony before the House 
( aces on Appropriations for 1956, in which he responded _ to 
some questions asked of him by the chairman of the committee, Mr. 
Cannon, to the effect that rates were bound to go up? They had 
to make an upward revision in the rates because, among other rea- 
sons, the construction costs turned out to be far more than originally 
anticipated ¢ 

Mr. Karns. I read most of that testimony, and I am mindful of 
the fact that the contract between the SPA and the Arkansas Power 
& Light I don’t think was aired at all. If my memory serves me 
right, they get 25 million killowatt-hours a year free, among other 
things. There is a lot of gravy in those company contracts. I don’t 
know what I would have done if I had been Administrator of SPA 
at the time I had to sell the juice. 

Mr. Jonas. Now, I'll read vou an answer to Mr. Cannon by Mr. 
Wright, page 16 of that appropriation hearing, and ask you to com- 
ment on it: 

Mr. CANNON. What was the reason for the increased costs 

Mr. Wrienr. Primarily increased costs in the project that produced the 
power. I'll put in the record, Mr. Chairman, later on, the estimated cost of 
these projects when they were authorized, the estimated costs when our initial 
rates were fixed, and the estimated costs of them today. 

Mr. Karns. Yes, he is talking about the study on reallocation, the 
‘ost of construction of the multipurpose dams. 

Mr. Jonas. That is right. 

Mr. Karns. Those costs are being considered and revised upward. 
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Mr. Jonas. And he also testified, didn’t he, as one of the reasons 
why costs are increasing, the increased cost of operation? Cost of 
fuel and other overhead expenses / 

Mr. Karns. I don’t remember. I suppose he did. 

Mr. Jonas. He didn’t say anywhere in his testimony, did he, that 
the rates were having to be increased because of a lac ; of business- 
like operation of Southwestern Power ? 

Mr. Karns. No, and I think he was smart not to say it. 

Mr. Jonas. I agree with you, particularly since he is the Admin- 
istrator of the Southwestern Power. I would be surprised if he had 
said that, too. He did give the reasons for the increased costs and 
the reasons were not the reasons stated by you. I mean the reasons 
for increased rate. 

Mr. Karns. Those two reasons are good valid reasons, but I would 
have to add to them the other one, marketing costs in the Southwest 
area. 

Mr. Jonas. What is the rate you're paying now / 

Mr. Karns. As of last Saturday morning, our contracts went back 
nto effect on an interim basis, and we were paying 5.6 mills, which 
isthe SPA rate. 

Mr. Jonas. Have you ever paid more or less / 

Mr. Karns. We haven't bought any power from SPA in the last 
couple of years since we have been in operation, but if we had bought 
any, it would have been at schedule A, because it is the rate cooper- 
atives can buy under. 

Mr. Jonas. Have you been notified by Mr. Wright that rates would 
have to be increased ¢ 

Mr. Karns. Yes. 

Mr. Jonas. How far would rates have to go up? 

Mr. Karns. He testified about 614 or 7 or 714 mills. In one place, 
he makes the reference to 8 mills. 

Mr. Jonas. Eight anda half, peaking power. 

Mr. Karns. But our own investigations led us to believe that 7 or 
7.5 mills for firm power will do the job. 

Mr. Jonas. What were the rates proposed by the private companies 
in your negotiations proposed in 1953 or 19544 

Mr. Karns. It would be at 50 percent load factor, 6.7 mills for the 
farm rates plus fuel clause and about 7.7 mills for the nonfarm rate, 
plus the fuel clause. Then we still have to get it to where we can use it 
over our own transmission lines and use those costs. So we figured it 
would get us to about 10 mills before we could get it. That is South- 
western Power Administration is delivering it to load centers over 
transmission lines at firm rates. 

Mr. Jonas. Without fuel clause 

Mr. Karns. We are buying bac i hydro power, and there is no fuel 
clause. In the power we are selling to SPA, there is a fuel clause. 
There are two separate transactions. In the one, we sell power to SPA. 
On the other hand, we buy it back. 

Mr. Jonas. Did you say there is a regulatory body in Oklahoma that 
controls rates to Western Farmers, for example / 

Mr. Karns. They control the rates of all the utility companies and if 
we enter into a contract with the commercial utility companies, they 
will control that rate. 
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Mr. Jonas. They do in Oklahoma, supervise and have charge of 
wholesale rates to Western Farmers Cooperative, REA by indirection ? 

Mr. Karns. Yes, now Western Farmers itself is not under the com- 
mission, but if we were to buy power from the Oklahoma companies 
under this contract, that rate is under the jurisdiction of the commis- 
sion. 

Mr. Jonas. They are under the commission and they cannot charge 
arate to you that is not approved by the pub lic-service commission or 
the regulatory body in Oklahoma ¢ 

Mr. Karns. That is right. 

Mr. Jonas. You don’t feel, however, that that regulation on the 
part of the State public-utilities commission is suflicient protection for 
you! 

Mr. Karns. No, I don’t. I perhaps don’t have as much faith in 
regulatory bodies of that character as some people do. ‘There have 
been times when power companies down there have been earning far 
in excess of guaranteed return, and the commission never did haul 
them in to the best of my knowledge, and say, “boy, cut the rate.’ 
On the other hand, when the company goes in to the commission for a 
rate increase, I can’t recall at the moment that any has ever been turned 
down in Oklahoma. 

Mr. Jonas. How is the commission selected in Oklahoma ? 

Mr. Karns. I believe they are elected. 

Mr. Jonas. You mean elected by the people ? 

Mr. Karns. I am guessing at that. I don’t pay too much attention 
to politics. 

Mr. Jonas. You sav the Southwestern Power now has some con- 
tract with private utilities, five, I believe you said. 

Mr. Karns. Yes. 

Mr. Jonas. Are they long-term contracts ? 

Mr. Karns. The contract with A. P. & L. is a 30-year contract. 

Mr. Jonas. When was that negotiated ? 

Mr. Karns. Sometime in the last 2 or 3 vears, I don’t know the date 
on it. 

Mr. Jonas. If it was in the last 2 or 8 years, it was renegotiated. 
They have had a contract longer than 2 or 3 years. 

Mr. Karns. They got this contract when the Reynolds Aluminum 
Co. reactivated a metal plant in Arkansas. 

Mr. Jonas. Is it true that Reynolds Aluminum Co. had the contract 
with Southwestern Power for about 50 percent of the total hydro- 
electric power of Southwestern Power ? 

Mr. Karns. I don’t know. I thought Southwestern Power had the 
contract that supplied the aluminum plant. The Arkansas Power & 
Licht Co., I mean. 

Mr. Jonas. They have the direct contract with Southwestern Power ? 

Mr. Karns. The contract is with SPA. 

Mr. Jonas. ee it consume about 50 percent of the hydro capacity ? 

Mr. Karns. T don’t know the quantity in that contract, but it would 
be substantial. because an aluminum plant isa large one. 

Mr. Jonas. How long is that contract ? 

Mr. Cuvporr. Will the gentleman vield at that point? T understand 
that the understanding is that the contract was made for defense pur- 
poses at that particular time? 
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4 
re of Mr. Karns. I don’t know for sure. I know there is a contract, but I 
ion ? don’t know when it was negotiated and signed. I am sorry. 
com- i Mr. Jonas. Do you know it was back in the forties? 
anies ! Mr. Karns. No. 
mis- Mr. Jonas. You don’t even know that ? 

Mr. Karns. I think it has been in the last 2 or 3 years, because back 
are in the forties the co-ops built the line to service the aluminum plant and 
ear ; did serve it all through the war and after the war until it was deac- 

tivated. The power companies bought that line off the co-ops. 

Mr. Jonas. Do you know what total amount, percentagewise, is in- 
the | | volved in the capacity of Southwestern Power in these five private util- 
1for | ity contracts ? How much of the total those five contracts absorbed ? 
_Mr. Karns. I don’t have the exact figures. I think it is substan- 
hin | tially 
have | Mr. JONAS. In excess of 50 percent of the total capacity? 
: tar Mr. Karns. I think so. 
wae Mr..Jonas. And the contracts all extended for 30 years ? 

» | Mr. Karns. I don’t know. The only one I am reasonably sure about 
ute. j . : ~ : ; . 
hip a is Arkansas Power & Light Co. contract. T don’t know how long the 
veel : Oklahoma company contracts run. TI think on second thought about 

20-vear contracts and about 4 or 5 vears along at the present time. 
Mr. Jonas. Did vou say the co-ons in your system are not in default 
with anv of their obligations with REA ? 
Mr. Karns. No, sir. 
soe Mr. Jonas. Is that true generally of the cooperatives that operate 
in the Southwest ? 
eee: Mr. Karns. Yes, sir. 
Mr. Jonas. Do you know of any that are in default ? 
Mr. Karns. TI can’t name a one that is in default to REA at the 
| present time. 
Mr. Jonas. You stated that you were going to be required to sell 
| power to Southwestern Power at a rate less than it was worth. T think 
Rate you said at first 5.7 mills, then they did go up to 614 mills, is that what 
vou said ? 
coud Mr. Karns. Let’s separate this and clarify it. During this interim 
neriod, Western was selling power to SPA whenever SPA would take 
— it at 514 mills un mntil April 1, 1954. From that point on, through the 
close of this nast fiseal year. it was 614 mills. 
ract Now under our basic contracts. if we reactivate them as they were 
eis, with respect to these rates, we would sell our nower to the Government 
out of ovr thermal units for 4.2 mills ner kilowatt-hour with the fuel 
the clanse adinstment for 12 cents per million euhic feet of gas. 
r & Mr. Jonas. That is what T understood. The 1949 contract nrovided 
that von would sell power to Southwestern Power for 4.2 mills. 
aan? Mr. Karns. Right. 

; Mr. Jowas. Later, von said that Mr. Aandahl tried to get you to 
‘ty? agree to sell nower to Southwestern Power for 5.6 mills and then went 
ana up to 614 mills, and vou said that von were being forced bv the Gov- 

| ernment therebv to sell nower to the Government for less than it was 
worth, admittedly so. They admitted it was three-quarters of a mill 

and less than it was actually worth. 
var | Mr. Karns. You and T are not tuned into the same wavelength 
here. Weare talking ahout two entirely different things. One is what 


would happen under our basic contract. 








S86 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Jonas. Which would be 4.2 mills. 

Mr. Karns. Right. But while Congress had our basic contract 
asleep, we had been selling power to SPA under interim contracts. 
Those were the contracts where we were selling from September 1953 
to March 1954 at 514 mills. Then in April, it was raised to 614. That 
is when I testified showing that power was worth 7 mills to the 
Government. 

Mr. Jonas. What was the 4.2-mill power worth to the Government? 
If you were being cheated at 614 mills, weren’t you even getting a 
poorer deal at 4.2 mills? 

Mr. Moss. I wonder if I could interject a question at this point? 
Isn’t the difference the fact that in a basic contract you were integrated 
with Southwestern Power, and under the interim contract, you were 
not ? 

Mr. Karns. Yes, and another distinction was that at 4.2 mills, we 
were operating at full load. The plant isn’t idle. It is working every 
hour of the day. Under this interim contract, we were generating 
only from 7 in the morning until 10 in the night, generating at peak 
loads during the day, but at only about 40 or 50 percent at night. 
You can get much lower costs when you generate all the time than you 
can when you are on 40 or 50 percent. I would rather sell at 4.2 mills 
per kilowatt-hour at 50 percent of plant capacity. 

Mr. Jonas. That is true, but if the power is worth 7 mills to the 
Government, I thought you were criticizing the Government for sell- 
ing it three-quarters of a mill less than it was worth, and the 4.2 mills 
would be worth more to the Government. 

Mr. Karns. Under the interim contract, we didn’t have the integra- 
tion Mr. Moss mentioned. This way we are selling the power to 
the Government at 4.2 mills and we are buying power back from the 
Government delivered over our transmission lines to our load centers 
where our member co-ops can use it at the current rate of 6.2 mills. 
Where the Government can use it we have an entirely different deal. 

Also with this, the Government is paying for our operation and the 
maintenance costs and debt service costs, which is the equivalent of 
their transmission costs, mixed with this transaction. So there is quite 
a difference in the two patterns. 

Mr. Jonas. Did the original contract that you helped negotiate as 
T understand it, the 1949 contract, which contained the objectionable 
option clause—that was objected to by the co-ops ? 

Mr. Karns. Right. 

Mr. Jonas. And they never did like it ¢ 

Mr. Karns. I haven’t found any yet that did like it. 

Mr. Jonas. But they agreed to it ? 

Mr. Karns. Right. 

Mr. Jonas. Forced to agree to it by Southwestern Power ? 

Mr. Karns. We couldn't get the clause out of it. So it was either 
accept it or go home. 

Mr. Jonas. So it was take the contract with that in it, or not get 
a contract? Now, did it have any other objectionable features about 
rates ? 

Mr. Karns. Nothing that I know of. 

Mr. Jonas. Did it reserve to Southwestern Power the right to 
change rates in the future? 
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Mr. Karns. It said in there if Southwestern Power changed rate and 
G. and T. didn’t like it, they could give SPA 2 years’ notice, pay the 
rates set by the power commission duri ing those 2 years, and then get 
out of the contract, or work out some thing else. 

Mr. Jonas. But it provided that Southwestern Power could serve 
you notice of an increased rate and you had to pay that rate, even 
during the 2-year notice. And your only recourse would be to dispense 
with the power from Southwestern Power? It was not very favorable. 

Mr. Karns. I don’t think it was too bad. If they raised the rate 
to 8 mills, we could either quit or go elsewhere or sit around the table 
and talk about it and take it. 

Mr. Jonas. Then with respect to the rates fixed in the contract. 
Southwestern Power was dealing with you about as roughly as the pri- 

vate utilities would deal ? 

Mr. Karns. Not by any manner or means. 

Mr. Jonas. You could either pay the new rate or go somewhere 
else for your power 4 

Mr. Karns. Right. 

Mr. Jonas. Where could you go on 2 years’ notice ? 

Mr. Karns. We could get another loan from the REA and build 
some more generating capacity. Then if we hustled, we can do it 
in 2 years. 

Mr. Jonas. You think if you had to suddenly give up all the power 
vou were to be furnished under those contracts, you could have negoti- 
ated a loan with the REA and gotten the money and rebuilt the ca- 
pacity in 2 years? 

Mr. Karns. I think so. Of course, my last loan with REA didn’t 
vo through quite as fast as that. It is reasonable to do that in 2 or 
2Mvy years. Besides, when we break the contract, we immediately get 
back all our own capacity which we had to start with, which was 
30,000 at Anadarko, 4,000 at Woodward. 

Mr. Jonas. Do you know if Southwestern Power undertook to get 
these contracts in 1949 to do exactly what the G. and T.’s later did ‘by 
borrowing money from REA? Was that proposal made to South- 
western Power by Congress and turned down 4 

Mr. Karns. It is my “underst: inding that Southwestern Power asked 
for money to build a transmission line. I don’t recall they asked for 
any for steam plants. 

Mr. Jonas. They were denied money for that? 

Mr. Karns. Apparently so, because they didn’t build them. 

Mr. Jonas. And these arrangements by which they made contracts 
with G. and T.’s, the G. and T.’s borrowed money to build the steam 
plants which SPA originally wanted to build? I mean the trans- 
mission lines, not steam plants. 

Mr. Karns. Transmission line. Ill buy that. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Do you have any quest ions, Mr. Moss ¢ 

Mr. Moss. [ll forego my questions. I think many of them can be 
directed to Dr. Blalock. 

Mr, Cuuporr. I have one or two questions. 

It is my understanding that you were interviewed back home by two 
members of this committee’s staff, Mr. Austin and Mr. Perlman. 

Mr. Karns. Right. 
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Mr. Cuuporr, At that time, they had requested or said they would 
determine later whether they would ask you to come to Washington ? 
Mr. Karns. Thad the impression there would be later hearings, but 

I didn’t remember they would be in Washington. I had the idea they 
would be in either Tulsa or Springfield or even St. Louis, but some- 
where we could get to without too much difficulty. 

Mr. Cuuvorr. Afterward, when you were asked to come to Wash- 
ington, you were reluctant to come ? 

Mr. Karns. I was. 

Mr. Cuvuporr. It was only because of the insistence of myself and 
the staff that you came here / 

Mr. Karns. Yes, much insistence. 

Mr. Cuvuporr. I want to thank you for coming. I realize Oklahoma 
is quite a distance from Washington. I am sorry I couldn’t be here 
to hear you earlier, but I was in another committee on important con- 
gressional business. 

I want to say as a result of what has happened so far, I think it 
might be necessary to come to the Southwestern Power area sometime 
in the future. Exactly when, I don’t know. We want to thank you 
very much for coming here. We certainly appreciate what you have 
contributed to our studies, and I am sure the power problem, as far 
as the citizens of the United States are concerned, will be greatly 
helped by what you have contributed. 

Mr. Karns. I haven’t any axes to grind with anybody. I worked 
for 20 vears for the best interests of these co-op people. If I have 
furthered that best interest tod: ay, Lam happy I came. 

Mr. Cuvuporr. I want you to know, Mr. Karns, that this subcommit- 
tee has no axes to grind with anyone, either. I personally have no axes 
to grind with anyone. I came from Philadelphia, and if you know 
Phil: adelphia, you know we don’t have any power problems. But we 
do know there are many, many power problems affecting the country, 
and we want to get some good legislation on the books. 

We are going to adjourn until Tuesday morning at 10 a. m., when 
we will hear more witnesses. 

(Whereupon the hearing adjourned at 12:50 p. m.) 

(After the hearing the following resolution, taken from the minutes 
of the board of trustees of Western Farmers Electric Cooperative in 
the regular monthly meeting held on 9th day of April, 1954, in the 
office of the cooperative at Anadarko, Okla. was submitted for the 
record :) 

Whereas, heretofore on the 15th day of December 1949, Western Farmers 
Electric Cooperative of Anadarko, Okla., by and through its proper officers 
executed and delivered to the Interior Department of the United States Govern- 
ment by and through the Southwestern Power Administration two contracts, 
the first providing for the sale by Western Farmers Electric Cooperative to the 
Southwestern Power Administration of the electricity generated by Western 
Farmers Electric Cooperative’s steam generating plant at Anadarko, Okla., 
ind the other providing for the lease operation of Western Farmers Electric 
Cooperative’s electrical transmission line by the Southwestern Power Admin- 
istration; and 

Whereas by reason of these contracts having heretofore been executed by 
Western Farmers Electric Cooperative with the Southwestern Power Administra- 
tion, the Administrator of the Rural Electrification Administration of Wash- 
ington, D. C., did approve a loan to Western Farmers Electric Cooperative 
of Anadarko, Okla., for an amount sufficient to construct the 30,000 kilowatt 
steam generating plant at Anadarko, Okla., and 950 miles of electrical trans- 
mission line in the western one-half of Oklahoma; and 
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Whereas, by reason of the contracts and the loan above referred to, Western 
Farmers Electric Cooperative of Anadarko, Okla., did complete the construc- 
tion of its steam generating plant at Anadarko, Okla., and some 776 miles 
of electrical transmission line and related facilities ; and 

Whereas the Southwestern Power Administration had constructed transmis- 
sion facilities permitting the interconnection of the systems for the purpose 
of interchange of power, at Anadarko, Okla., and at Comanche, Okla.; and 

Whereas at the completion of the construction of the above facilities Western 
Farmers Electric Cooperative of Anadarko, Okla., tendered the usable facili- 
ties as above described to the Southwestern Power Administration, as provided 
under the terms and conditions of the contract above referred to; and 

Whereas the Southwestern Power Administration was unable to accept the 
usable facilities of the Western Farmers Electric Cooperative as above described 
for the reason under the Department of Interior’s interpretation, of its appro- 
priations, the Congress of the United States failed to appropriate sufficient 
moneys for the Southwestern Power Administration to operate under the above 
referred contract and by reason thereof, the contracts between the South- 
western Power Administration and Western Farmers Electric Cooperative dated 
as of December 15, 1949, became inoperative and/or inoperative at the present 
time; and 

Whereas the Southwestern Power Administration and Western Farmers 
Electric Cooperative did on the 9th day of October 1953, enter into an interim 
contract for exchange and/or sale of steam-generated power by the Western 
Farmers Electric Cooperative to the Government and for an exchange and/or 
sale of hydro electric power by the Government to the Western Farmers Elec- 
tric Cooperative, and under the terms and provisions of this interim contract 
the Government allocated and agreed to reserve for the Western Farmers 
Electric Cooperative’s account 30,000 kilowatts of hydro electric power; and 

Whereas this interim contract expires as of June 30, 1954: and 

Whereas, on the 6th day of April 1954, the Western Farmers Electric Co- 
operative by and through its executive committee held a meeting at the Bilt 
more Hotel in Oklahoma City, Okla., with representatives from the power 
companies, operating in the State of Oklahoma for the purpose of discussing 
terms and conditions of a contract under which the systems of the power com- 
panies and the systems of the Western Farmers Electric Cooperative might be 
integrated, and further for the sale and exchange of electrical power between 
the Western Farmers Electric Cooperative and the power companies in the 
State of Oklahoma : and 

Whereas one of the important factors discussed at this meeting was whether 
or not the contract had by Western Farmers Electric Cooperative with the 
Southwestern Power Administration for the purchase of 30,000 kilowatts of 
hydroelectric power could be depended upon as to be made a part of the contract 
to be entered into between the power companies and the Western Farmers Electri: 
Cooperative : and 

Whereas it became the thinking of the executive committee that a permanent 
contract by Western Farmers Electric Cooperative with the Southwestern Power 
Administration for the purchase of hydroelectric power, become a must, if : 
workable contract is to be possible between the power companies of Oklahoma 
and Western Farmers Electric Cooperative ; and 

Whereas it became the thinking of the executive committee, that it is neces- 
sary, for Western Farmers Electric Cooperative to survive, it must have a per- 
manent contract with the Southwestern Power Administration for the purchase 
of 30,000 kilowatts of hydroelectric power, and this power in turn becomes 
part of the contract to be made by Western Farmers Electric Cooperative wif] 
the power companies of Oklahoma. 

Now, therefore, the board of trustees of Western Farmers Electric Coopera- 
tive, duly assembly in their monthly meeting on the ____ day of April 1954, and 
adopted the following resolution, to wit: 

Resolved, That Western Farmers Electric Cooperative of Anadarko, Okla., by 
and through its proper officers is hereby authorized to request the Department of 
Interior of the United States of America by and through Southwestern Power 
\dministration, begin immediately the drafting of a permanent contract having 
for its purpose of making available to Western Farmers Electric Cooperative 
50,000 kilowatts of hydroelectric power. 

It is further resolved That in making this request Western Farmers Electric 
Cooperative of Anadarko, Okla., feels it is entitled to the benefits and economies, 
Which can be achieved by such a contract : and 
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Further it would make possible Western Farmers Electric Cooperative’s con- 
tracting with the power companies of the State of Oklahoma for the integration 
of their systems; and 

In like manner with such a contract, Western Farmers Electric Cooperative 
will be able to preserve its independence, its identity, and maintain its integrity 
and be placed in a position to perform the responsibilities to its member coop- 
eratives, conforming to the thinking of the founders of Western Farmers Electric 


Cooperative. 
Signed and approved this 9th day of April 1954. 
[| SEAL] WESTERN FARMERS ELECTRIC COOPERATIVE, 


By H. G. TemMpreton, President. 
Attest: 
E. W. CRALLE, Secretary. 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


TUESDAY, JULY 26, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND REsouRCES, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1537, New House Office Building, Representative Karl Chudoff (chair- 
man of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Mollohan, 
Moss, Knox, and Jonas. 

Also present: James A. Lanigan, counsel for the Subcommittee on 
Public Works and Resources; and H. Vance Austin, associate counsel. 

Mr. Cuvuporr, The subcommittee will be in order. 

The first witness this morning is Congressman Ben F. Jensen of 
[owa. Will you come around to this side, Mr. Jensen, right opposite 
the reporter. 

The subcommittee this morning is honored and privileged to hear 
from Congressman Ben IF. Jensen of Lowa, who has a statement to 
make concerning the Southwest power problem. Mr. Jensen is well 
aware of all the problems affecting the Southwestern Power Adminis- 
tration, and I believe was the author of a pamphlet that was a reprint 
from a transcript of hearings before the Subcommittee on Public 
Works Appropriations, Central Sections, of the Committee on Appro- 
priations, House of Representatives, 84th Congress, lst session, where- 
in he set forth some of the power problems affecting the Southwest 
area of the country. 

Mr. Jensen, I presume that you want to go ahead with your state- 
ment before you answer any questions. 


STATEMENT OF HON. BEN F. JENSEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Mr. Jensen. Yes, Mr. Chairman and members of the committee. I 
um very pleased to have the privilege of appearing before your com- 
mittee this morning. 

I have no prepared statement. I did jot down a few notes this 
morning before I came here, just to refresh my memory on some of the 
things I want to mention. I trust, Mr. Chairman, that I will not be 
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held to just speaking on the Southwest power issue. Do I understand 
that I can speak on other issues ¢ 

Mr. Cuuporr. You can speak on any power issue that you care to 
speak on. As a matter of fact, this subcommittee is going to go into 
the study and investigation of the entire problem of public power and 
private power over the entire Nation, so we will not hold you to South- 
western power. 

We would prefer to have you speak about all of the problems so it 
will not be necessary for you to request to appear again or have us ask 
you to come back. 

Mr. Jensen. All right, that is fine, Mr. Chairman. 

Now I will say at the outset that the reason, the main reason why 
I appear here this morning, is because I had heard that some state- 
ments were made to this committee by Members of Congress and 
others which, to my way of thinking, do not square with the facts, and 
I felt it my responsibility to come before the committee to give you 
the facts, because I think without a doubt you are embarking, Mr. 
Chairman and members of this committee, on a very, very important 
far-reaching issue which might change the whole way of our American 
life, if certain people in this country are permitted to have their way 
about this problem of Government ownership versus private enter- 
prise. 

I have been on the Interior Subcommittee of Appropriations for the 
past 13 years. That committee until this year handled all hearings 
and recommended appropriations for power and many other matters, 
as you know, which are under the jurisdiction of the Interior Depart- 
ment. 

Now, Mr. Chairman, at the outset I must say that I yield to no man 
in my support of the Rural Electrification Administration, known as 
the REA. I was born and raised on a farm and I, like many other 
people including m: mn) ‘ Members of Congress, carried the old lanyard, 
we ground the corn by hand, we turned the separator, I even wound 
the fodder cutter aa nd urned it by the old “armstrong” method. 

And when the RE A’s were first established I was then in the lumber 
business in the little town of Exira, dealing almost exclusively with 
farmers, and I certainly was pleased to know that the dru ger TV Ae the 
farm was to some degree at least coming to an end b V the , g t REA 
enterprise. 

Now, I have been a workingman all my life. My father and mother 
came from Denmark. My mother was a milkm: iid and my father was 
astablehand. They met and fell in \ love when they ‘work ed on a farm 
together, and four oir Is were born over there. 

Then my father worked his way across to these United States on a 
cattle boat, after hearing about this great free America of ours. After 
that they had nine more children. 

They loved America and they burned the love of America and ou 
free-enterprise system into the very hearts and souls of their chil co 

And that is why, Mr. ¢ ~~ I am so jealous of this great free- 
enterprise system of ours. With all its shortcomings, it is the best in 
the world. 

I traveled around the world a couple of years ago and I saw what 
happened when people were driven to state ownership and socialism 
and communism. 
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I want to tell you a little story, if I may, about Claude Wickard, 
who was the Administrator of REA for a number of years, under the 
Democrats. I think it was in the year 1950 when he called me one day 
and said, “Ben, you are one of the best friends that REA has in Con- 
gress, and Iam worried. Can I come over to see you?” 

I said, “Sure, Claude.” 

Claude came over and he said, “Listen, I am in trouble. I asked for 
$300 million loaning authority. The Department cut me down to $200 
million. The Bureau of the Budget cut me down to $100 million. I 
have commitments for loans amounting to $186 million. What am I 
going to do?” 

And I said, “Claude, I think I know what happened. We have some 
folks in the Department of the Interior who want to build these trans- 
mission lines that the REA should build, and in order to finally take 
over the REA’s and to get control, enough electric power in America 
to control America, as did the Fabian Socialists in England.’ 

I knew how they worked because I had some very inside information 
coming directly from those in the Interior Department, such as Stephen 
Rausenbush, who was then handling the power situation, the power 
matters for the Interior Department, to a very great degree. 

And Claude said, “Yes, I know about that, too, but what am I going 
to do about this situation ?” 

I said, “Let me see what I ean do.” 

That day I went to the floor of the House and called together Jamie 
Whitten, who was then chairman of the Agricultural Subcommittee, 
and H. Carl Andersen of Minnesota, and I told them the story that 
Claude Wickard had told me, and they said, “Well, what shall we do?” 

And I said, “Put in an extra $100 million.” I said, “Claude says he 
can get along with SLOO million extra.” 

And they said, “All right.” And that is what they did. They put 
in the $100 million and the House approved it in the bill. 

Now I say that, I mention that, for the simple fact that a lot of 
people would like to have my peop le, the pee ple who have sent me to 
Congress for nine sessions, would like to have them believe that I am 
anenemy of REA. Well, my people know better. 

Now, | would welcome anyone stepping : the phone or sending this 
statement me L have just made about Claude Wickard to Claude 
Wi ickard and ask him if that is true, because I know Claude Wickard 
isan honorable man and would say, “Yes, every word that Mr. Jensen 
has stated is true.’ 

Now, carrying on from there, 1 believe just as does our Speaker, 
Sam Rayburn. He came before our committee when the Southwestern 
Power Administrator, Mr. Doug Wright, was before the committee, or 
shortly after he had been before the committee in 1946, when Mr. 
Wright had made a request for a transmission-line building program 
and a steam-plant building program which would cost at that time 
approximately $200 million. And the committee, of course, refused 
to go along with him. 

Mr. Rayburn came before the committee and said, “Now, gentle 
men, I know there are people in this country who think that all the 
electric energy should be produced and tr: ansmitted and sold by the 
Federal Government. I know there are some that believe it should all 
be generated and transmitted and sold by the private utilities,” and 
he said, “I am not a member of either, becuse it is going to take all 
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the money that we can get, private money, Government money, REA 
money, and public money, in order to build enough power-generating 
facilities and transmission facilities to adequately furnish power to 
the people of most every section.” And I believe exactly what Mr. 
Rayburn stated that day that he believed, and I know still believes. 

Now, we speak about public power and private power. Well then 
we have another kind of power. That is Federal power. 

Now, when we refer to public power we generally think of all power 
such as Federal power and municipal power and REA power. Well, 
now actually there is not too much difference between REA power and 
municipal power and private power, because those enterprises are all 
owned by individuals. 

The private power companies are owned by many, many hundreds 
of thousands of people in America in all wi alks of life. The managers 
of the power companies, the presidents, vice presidents, managers, are 
simply hired men for these power companies, just as the managers of 
the REA’s are the hired men of the members of the REA, ar nd just 
as the mayor of a town or the head of the municipal power company 
is just a hired man for the p seople in the municipality. 

So when we speak about private enterprise, private utilities, actually 
they are not private because they are owned by thousands and thou- 
sands of people, and they pay taxes to the extent of almost 4 cents 
per kilowatt-hour on an average for every kilowatt hour of power 
which the private utilities produce and market now, they pay into the 
a al Government hundreds of millions of dollars every year in 

Federal taxes, and we take that revenue and part of it is loaned back 
to the REA’s, to these great hydroelectric power projects and multi- 
purpose projects, in order to produce more power and sometimes give 
competition to the private utilities, which makes it almost impossible 
for them to stay in business. 

So I say, let us not be too tough with these private utilities which, 
after all, are public utilities, because they are owned by the public toa 
very, very great extent. 

Now, I want to go into the Southwest Power issue. In 1946, as I said 
before, Mr. Doug Wright came before the Interior Subcommittee of 
Appropriations and made a demand for this huge building program 
which I just mentioned. The Honorable Jed Johnson of Oklahoma 
was then chairman of the committee. He is now a judge of a customs 
court in New York City. He is a very honorable gentleman. 

Mr. Wright, as I explained in this statement, and I have several 
copies here, Mr. Chairman, which I will leave for the committee, made 
the request for this great building program amounting to something 
like 15,000 miles of transmission lines and steam generating plants 
that would produce 770,000 kilowatts of power. The committee just 
simply did not go along. 

\We appropriated that year money to tie the dams together. Some 
of them were not yet tied together. And it is necessary to tie dams 
together with heavy transmission lines in order to get the full benefit 
of the power that 1s produced at each dam. 

And the committee, the committee of which I am a member, has for 
the past 12 years been very liberal in appropriating money, recom- 
mending appropriations to tie dams together, not only in the South- 
west Power area but in every section of the United States where we 
have built a number of power dams. 
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President Roosevelt early in World War II issued an order, I don’t 
know whether you would call it an order or not, but he requested that 
all of the power companies in the Southwest area, as in other area 
tie their transmission lines together, all their facilities together, in 
order to get full benefit of all the power that was produced at not only 
the hydroelectric dams, but all the steam plants which were owned by 
the Southwestern Power Administration and by the private utilities. 

You hear folks say, “Oh, they have joined together in a great big 
electric building program to monopolize the power industry.’ 

Well, now they haven’t done any such thing. It was Mr. Roosevelt, 
the President of the United States, who asked them to tie their lines 
together, and that is about as far as it has gone. There have been a 
few mergers, but they are insignificant, comparatively speaking. 

The committee that year, as I remember, appropriated some 520 

million for the Southwestern Power Administration. Then Mr. 
Wright, the Administrator of the Southwestern Power Administra- 
tion, decided that he would tr y to go in the back door and accomplish 
the thing which he was unable to accomplish through congressional 
action, through the front door. 

And so he induced the five G. and T. cooperatives in the Southwest 
rea to sign a contract, that contract for the leasing of all of the trans- 
mission lines which the G. and T.’s owned, to the Southwestern Power 
Administration. 

And then they would integrate, the plan then was to integrate all 
the hydropower in the Southwest of the SPA power and the steam 
power of the G.and T.’s. But there was a hooker in the contract which 
the G. and T.’s objected to very strenuously, and that provision was, in 
a few words, this: That any time the Southwestern Power Administra- 
tion saw fit to take over or to pay the unpaid portion of the REA 
loan, they could do so. 

And the transmission lines of the REA’s, G. and T.’s in the south- 
west area belonged to the Southwestern Power Administration, or 
after the loan was completely paid off, the Southwestern Power Ad- 
ministration could pay the REA $10 and all of the transmission lines 
of the G. and T.’s, thousands of miles of them, would belong to the 
Southwestern cnet Administration. 

The same provision was in other contracts. They had one in the 
contract in northwestern Iowa which they had signed with the G. and 
T. co-ops in northwestern Iowa, who were to get Missouri Valley 
power. 

When we discovered that provision in the contract, the committee 
turned thumbs down on it. Now we said, “This is so unfair and un- 
called for and unnecessary that we can’t go along with it.” 

I was chairman of the committee, of the Interior Committee, when 
we discovered that provision, and we served notice that no more money 
would be appropriated to the Southwestern Power Administration. 

We served notice on the Interior Department, on Mr. McKay that 
no more money would be appropriated for the Southwestern Power 
Administration, until that provision, which I have just mentioned, was 
deleted from the contract. 

And we also served notice that that provision must be deleted from 
all contracts because we didn’t want anyone, the Government nor thy 
private utilities nor anyone else, to ts ike over and get control of thi 
wonderful REA program. 
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Now that left the Southwest Power G. and T.’s and all the REA’s 
down there in a bad situation for a while. They knew it. We knew it. 

So here came into my office shortly after that the five managers of 
the G. and T.’s in the Southwest Power area. They were not at all un- 
happy, let me tell you, that we had stopped this takeover lease-purchase 
contract. 

They said, “Now we are going to be in a tough financial situation for 
a ype = 

said, “I realize it, and we are not going to leave you high and dry. 
We are going to help you over the hump until you get a contract signed 
such as the Texas contract, which is wor king ‘famously.’ 

And that was signed at the instance and the recommendation of our 
speaker, Sam Rayburn. He did a good job in getting that job done, 
and it is the model contract for all such areas. 

So we appropriated money to the Southwestern Power Administra- 
tion to buy power from the G. and T.’s and to pay them a good price 
for wheeling electric power over their lines, which they have done. 

And may I say that Ancher Nelsen, the Administrator of REA, 
testified before our Public Works Committee about 2 months ago, that 
all the REA’s in the Southwest Power area were current in their pay- 
ments. 

Now my statement, Mr. Chairman, explains in some detail the situ- 
ation which exists in the Southwestern Power Administration relative 
to not only rates but other matters, and I would like to make a request 
right now that it be made a part of the record. 

Mr. Cuuporr. Well, this is part of the Congressional Record, isn’t 
it ? 

Mr. JENSEN. Yes. 

Mr. Cruporr. Well, if there is no objection, let it be so admitted. 
(The prepared statement of Mr. Jensen is as follows:) 










Facts ABOUT THE SOUTHWESTERN POWER PROBLEM 














By Congressman Ben Jensen, as presented to the Congress and the country ’ 


I have spent considerable time going over part 2 of the printed hearings on 
the central section of the public works appropriations for fiscal 1956. The first 
half of this record, pages 1 to 56, which was made the evening of May 5, 1955, 
is tilled with misleading and questionable statements and testimony. I cannot 
stand idly by and permit real facts and issues to be hidden and I want to register 
an emphatic protest against the members of the House and Senate committees 
being called gullible. It was entirely uncalled for and ill becoming of Mr. 
Cannon, the chairman of the full Appropriations Committee of the House, to 
make such erroneous and insulting remarks about any Member of Congress, 
let alone members of his own committee. All the misleading statements and 
testimony point to an attempted buildup to justify an appropriation to activate 
a series of contracts that were designed to further the empire building of power 
hungry bureaucrats; contracts that should never have seen the light of day. 

Let’s look at the record, to see how these contracts were developed and just 
What they were supposed to do. First of all we have to go back to 1946 when 
Douglas Wright, Southwestern Power Administrator, presented to Cong 


ress 


his grandiose scheme to create a gigantic Federal power empire with nearly 
15,000 miles of transmission lines, and 770,000 kilowatts in steam plants, at an 
estimated cost, as of November 1945, of $200 million. At today’s costs this 
would be nearer S300 million. Think of it, 15,000 miles of transmission lines, 
enough to go more than three-fifths around the world and enough steam plants 
to generate nearly 4 times the potential energy of all the multipurpose projects 





Reprinted from the May 19, 1955, transcript of hearings before the Subcommittee on 
Appropriations, Hous 


Public Works Appropriations (central section) of the Committee on 
of Representatives, S4th Cong., Ist sess. 
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whose output SPA is now marketing? Wright even went so far as to tell the 
committee that he should have the whole program or none. Congress refused 
to go along with this fantastic proposal. The House committee at that time 
said in its report, “The committee does not favor the initiation of a power- 
development program in this area the cost of which would approximate such 
an enormous sum.” 

There can be no doubt that SPA under Douglas Wright has had through the 
years, a burning and insatiable obsession to obtain, without regard to method, 
the consummation of this “comprehensive plan of power distribution” whereby 
he would build a gigantic power empire. 

This is evident when, after the turndown by the Congress of the plan for wide- 
spread transmission line construction and steam plant installations, the scheme 
was developed by having the G. and T.’s act as cat’s paws to obtain by the back 
door what Congress had denied through the front door. These fantastic lease- 
option take-over contracts were dreamed up by SPA and Interior. It is apparent 
that the REA cooperatives were sold a bill of goods in some instances and in 
others were coerced into signing the contracts. Had the REA’s taken the time 
to fully analyze the fine print in the contracts or to read between the lines they 
would have realized that they were being used as cat’s paws and would get 
burned in the process. 

As has been testified to by REA cooperatives officials the REA Act provides 
that REA funds could not be used to construct lines to serve towns of over 1,500 
population, nor to serve any person that is receiving central-station service. Now 
would it be morally and legally proper for SPA to take over these lines construct- 
ed by REA funds, which under the law cannot be used by the REA cooperatives 
to serve towns of over 1,500 population or persons now receiving central-station 
service, and for SPA then to serve such restricted loads? Ido not think the REA 
cooperatives are today hankering to be a party to that kind of a deal and never 
were. It was a reprehensible action by SPA to try to get by subterfuge that which 
is contrary to law, and which has resulted in a great detriment to the cooperatives 
and the farmers. 

There can be no question but that SPA put this takeover option in the generat- 
ing and transmission co-ops’ contracts for the purpose of making possible the 
acquisition by SPA of that proposed great network of major transmission lines 
to be constructed by the G. and T. cooperatives. This was but another step 
toward the goal of building an electric empire. 

The SPA surely knew that the proposed rates would not provide for full repay- 
ment of that portion of the investment cost of the multipurpose projects, properly 
allocable to power, and for operation, maintenance, administration, and other 
costs of the overall power and transmission system. The law, quite properly, 
provides for the necessary revision of rates to assure payment of these costs, so 
SPA, after the G. and T. lines were built, would be free to raise the rates to what- 
ever was necessary. All protestations of Mr. Wright to the contrary notwith- 
standing, it now appears quite likely that power rates for SPA power will have 
to be raised a substantial amount, rates which may well be as high as 8 mills 
per kilowatt-hour of power delivered to the G. and T. cooperatives. The ultimate 
cost to the G. and T.’s member cooperatives will be dependent on the additional 
G. and T. cost of delivering the power to such member cooperatives. Rates of 
10 to 18 mills per kilowatt-hour may occur. (Later I will discuss the project 
costs, cost allocation, and lack of proper basis for the original SVA rate and 
proposed method of power disposal. ) 

Managers of several of these G. and T. cooperatives sat in my office some time 
after the committee in fiscal year 1954 had refused to approve funds for imple- 
menting these lease-option contracts, and let me say here and now, they were 
far from unhappy. They said they knew they would now be in a hole, so to speak, 
for a while but at least they would be able to keep control of the facilities which 
they had borrowed REA funds to construct. They had not wanted to sign away 
their property. It was also admitted that there was a question as to whether 
they had the legal authority to enter into contracts signing away the G. and T. 
property without formal and legal approval of the member cooperatives. 

Now let’s read between the lines of the lease-option contract and see just what 
can and would happen to the REA cooperatives in regard to costs. As is now 
evident, the 5.6-mill rate which SPA had promised could be given to the member 
cooperatives is as fleeting as the morning mist when the sunlight of truth shines 
upon it. Of course, SPA had very generously written into the contracts that the 
cooperatives could make other arrangements for a power supply if they did not 
want to pay any increase in rates resulting from a periodic review. That was 
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so nice of SPA. But remember the G. and T.’s had been nailed to the mast by 
the insiduous part of the contracts which provided that SPA could take over and 
own the cooperatives’ transmission lines at any time by paying off the balance 
of the REA debt or by paying $10 to the REA’s at the end of 40 years when such 
debt had been paid up. It can readily be seen that the REA cooperatives would 
be at the mercy of the SPA—it would be a question of take it or leave it. While 
all the questionable aspects of the contract were contributory, this option proviso 
Was one very good reason for the language put in the committee report in fiscal 
year 1954, denying use of funds to implement the lease-option takeover contracts. 

The then REA Administrator certainly had read the REA Act and knew the 
limitation on the use of REA loan funds with respect to not being available to 
construct transmission facilities to serve towns of over 1,500 population or to 
serve persons receiving central-station service. Surely he was aware that SPA 
intended to use the REA lines they proposed to lease for these prohibited uses. 

It seems to me that he and his Deputy Administrator, who signed some of 
these contracts were very derelict in their duty and have been guilty of approving 
questionable loans for the REA cooperatives to construct facilities way beyond 
their needs and present ability to use or to pay without great difficulty. 

The REA Administrator and his deputy could hardly have failed to realize 
that the G. and T.’s would be saddled with an excessive burden if Congress refused 
to provide the funds required by SPA to pay the lease and operating and amortiza 
tion expense on the G. and T. lines. 

Now one would think, having gotten the cooperatives and the farmers into 
this untenable position, that the parties primarily responsible would use some 
effort to get them out, but no, we find several of these key figures in the forefront 
in trying to reinstate the old contracts and to counsel against any other proposal 
to get the G. and T.’s out of the predicament. Surely the G. and T. representative 
now knows full well that Mr. Wright has not been trying to find an alternate 
solution, apparently hoping his original scheme can be reinstated. Former 
Federal empolyees are now working on these matters, evading the moral if not 
the legal restrictions on handling matters they previously handled or obtained 
knowledge of while in Federal employment. Of course, that is something for 
their own conscience and possibly the courts to settle. 

Let me make it very clear here and now that I am a friend of the REA as is 
every Member of Congress and I know full well the needs of the farmers for 
adequate electric service at reasonable rates, because I was brought up on a farm. 
But let us look at this canned dialog between Mr. Wright and Mr. Cannon reiter- 
ated over and over in the May 5 hearing referred to above. Were or are the 
distribution cooperatives in the SPA area so bad off in comparison to many other 
areas of the United States as Mr. Wright and Mr. Cannon would have us believe? 

Let’s take Missouri, for instance, and the four REA cooperatives purchasing 
power from the Union Electric Co. Incidentally. the Union Electric Co., far 
from having a monopoly on the service of electric power throughout the State 
of Missouri, as Mr. Cannon so emphatically proclaimed or inferred, only serves 
4 percent of the area of the State and its 2 subsidiary companies an additional] 
20 percent or a total of 24 percent of the area of the State. I would hardly 
eall this a statewide monopoly when 10 other private utilities operate in the 
balance of the State. 

The REA published record for fiscal year 1953 shows that Union Electrie Co 
in that year sold 165 million kilowatt-hours to 4 REA’s in Missouri: 13,500,000 
kilowatt-hours at 9.4 mills, 67 million kilowatt-hours at 8.7 mills. 73,400,000 
kilowatt-hours at 8.2 mills, and 11,100,000 kilowatt-hours at 9.7 mills. 

An analysis of the loads served by these four cooperatives and the relative 
price per kilowatt-hour paid in 1953 by the farm and nonfarm residential cus 
tomers of these and other cooperatives is very revealing and is discussed below. 

The first cooperative in addition to buying from the Union Electric Co. also 
purchased electric energy from the Arkansas-Missouri Power Co. (5,860,000 
kilowatt-hours) and the M. & A. Electric Power Cooperative (3,865,000 kilowatt- 
hours) at 11.8 mills per kilowatt-hour. Of the total power purchased, 8,150,000 
kilowatt-hours was sold to farm and nonfarm residential users at an average 
rate of 48.6 mills per kilowatt-hour, while 14 million kilowatt-hours was sold 
to commercial and industrial customers at an average rate of 15.7 mills per 
kilowatt-hour. In effect, all the power purchased from the Union Electric Co 
was delivered to commercial and industrial customers instead of to the farmers 

The second cooperative sold a little less than 10 million kilowatt-hours for 
farm and nonfarm residential use at 40.3 mills, 5,700,000 kilowatt-hours to 
commercial and industrial customers at 26.1 mills, 28 million kilowatt-hours 
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for service to Fort Leonard Wood at 10.6 mills, and 16,700,000 kilowatt-hours 
to other REA’s for resale at about 9.6 mills. 

The third REA purchasing power from Union Electric, resold 17,150,000 kilo 
watt-hours for farm and nonfarm residential service at an average rate of 
32 mills per kilowatt-hour. 

The fourth REA, in addition to the purchase from Union Electric, purchased 
51 million kilowatt-hours from the Southwestern Administration at 5.8 mills 
and generated 6,500,000 kilowatt-hours in its own plants. Of the total supply 
of 183 million kilowatt-hours, 9,500,000 kilowatt-hours was sold for farm and 
nonfarm residential service at a rate of 32.4 mills per kilowatt-hour, 10,700,000 
to commercial and industrial users at 26.6 mills per kilowatt-hour, 86,700,000 
kilowatt-hours to other REA’s at 10.1 mills, and 24 million kilowatt-hours to 
other utility systems at 14.4 mills. 

As to whether the cooperatives in Missouri are paying excessive prices to 
the private utilities, comparison can be made to the rates charged the REA’s 
in the State of Nebraska, where there can be little question that a statewide 
public power monopoly exists that pays no Federal taxes. Yet we hear no cries 
of anguish from our distinguished chairman over this monopoly. The Nebraska 
public power system sales to RE A’s in fiscal year 1953 total about 300 million 
kilowatt-hours at rates varying from a low of 8.6 mills to a high of 9.2 mills 
in Nebraska proper and 12.6 mills for one sale made to a South Dakota coop- 
erative. Union Electric rates to REA’s also can be compared with the rates 
charged by the Dairyland Power Cooperative, an extensive generating and 
transmission cooperative operating in Wisconsin and other adjacent States 
This G. and T. cooperative generated and sold 369 million kilowatt-hours to 
members or other cooperatives at an average rate of 13.5 mills per kilowatt-hour 

It can easily be seen by the above figures or by an examination of the REA 
statistical reports that the Missouri distribution cooperatives and their farmer 
customers are not as bad off as some folks would have you believe. In fact, 
they compare favorably with numerous other sections of the country and are 
much better off than in many of the other States. 

There is considerable evidence that the cost of power to the distribution 
cooperatives is a relatively small part of the rate paid by the farmer. Whether 
the wholesale cost is 5 mills or 10 or 12 mills seems te have little bearing on 
the average price paid by the farmer as shown by the following figures based 
on a 1953 REA published report and taken at random therefrom : 


| 
} Purkoas . Average charge Prigs on A verave charge 
| Kilowatt, | ber kilowatt- kilowatt. | Per kilowatt 
| hour paid hour by hour pid hour by 
State oe REA’s REA’s for State hy REA’s |, REA’s for 
| for energy farm and non- fw anor farm and non- 
| purchased an Peer vurchased | ‘2t™ residen 
I tial service | tial service 
Arkansas 5.2 16.8 Minnesota 17.4 39.8 
5.4 37.7 Missouri 6 10.1 53. 0 
10.1 | $5.9 7.4 26. 2 
Delaware a | 12.2 35. 4 Nebraska. __.. 9.) 31.2 
TEARS  .. aencus | 10.0 28. 5 7.0 3s. 4 
Iilinois__- 8.4 51.5 New York 11.1 36.0 
8.5 30.0 0 35. Fi 
Iowa 13.0 32.4 North Dakota 15.3 410.00 
14.3 31.5 5.2 45, ( 
Kansas 5.7 41.0 
7.6 37.7 


As has been pointed out the wholesale price of electric power is a small part 
of the price the farmers are paying for the electric power they use. An analysis 
of REA reports show that the number of customers per mile of line in Missouri 
is relatively high yet the kilowatt-hour use per customer is comparatively low. 
Testimony has been given that most of the REA rates to the farmers in this area 
provide for the minimum user to pay 8.1 cents per kilowatt-hour for 40 kilowatt- 
hours per month or $3.24, while a farmer using 250 kilowatt-hours per month 
would pay only 3.6 cents per kilowatt-hour or $9. If this is the case, then adding 
as much as 4 or 5 mills to the wholesale cost of power would add but 16 to 20 
cents to the monthly bill of a minimum user and $1 to $1.25 to the monthly bill 
of the farmer with a 250-kilowatt-hour use. In either case it would appear 
that there is an attempt to make a mountain out of a molehill as there is no 
doubting of the farmers’ costs as has been inferred. 








LLOQ ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


When I analyze the operations and costs of REA over the country I cannot 
see the justification for the numerous statements or inferences that the G. and T. 
and other REA cooperatives in the SPA area are on the verge of going bankrupt 
and will do so if the rates are raised above the existing SPA rate. Surely if 
other areas can pay higher wholesale costs and operate efficiently in the black 
there should be no reason why, with proper and efficient management, the Mis- 
souri and other SPA area cooperatives should operate in the red. Of course, 
if there are drought and other economic conditions which have made it impos- 
sible for some of the less prosperous farmers in the SPA area to pay their bills, 
among them the electric-light bill, that is not a matter to be solved by subsidiz- 
ing their electric-light bill by from $2 to $15 a year with Federal taxes paid by 
the folks in my district or in any other section of the United States. 

Let us examine this lease-option business a little further. Suppose a Federal 
act permitted the REA to loan money to a farmer to construct a powerplant 
on his farm for his use only. Now along comes SPA and says, “We have some 
hydro power that is available part of the time which we can sell you at a price 
that is less than you can generate it yourself in your proposed small plant and 
you are entitled to buy some of it. Now, SPA continues, you borrow enough 
money to build a plant many times larger than necessary for your own use. After 
you construct the plant, we, SPA, will lease, operate, and take the entire output 
of the plant. We, SPA, will pay all operating costs, interest, and principal pay- 
ments on the loan and sell back to you whatever power you need for your own 
use, at a very low price, less than you can get elsewhere. Of course you will have 
to give us, SPA, an option to pay for and take over the plant at any time, and 
we also reserve the right to raise the rates later on. (This latter item is of course 
soft-pedaled.) Now the reason we, SPA, want to do this is to be able to serve 
electric power to town A which you, by law, cannot do, and to serve Farmers 
Brown and Jones up the road a bit, who now get power from company B, you, 
of course, cannot legally sell them power directly.” 

Now I ask each of my colleagues, How can we justify aiding and abetting this 
sort of thing? Is it not time that we consider the moral and legal aspect of our 
actions? Are we not guilty of compounding a felony when we, by our appropria- 
tions permit, by subterfuge, the doing of those things prohibited by acts of the 
Congress. I, for one, think it time to set an example at least for the young people 
of our Nation, and show them that we have a moral and spiritual obligation to up- 
hold the law of the land and the precepts of our forefathers who fought to estab- 
lish the freedom we enjoy today. If we continue to permit the further illegal 
extension of these Federal bureaucracies soon we will find our cherished free- 
doms gone. 

I want to eall attention to the fact that under the lease-option contracts SPA 
was to pick up the entire check for operation, maintanence, replacement, interest, 
and repayment of the transmission facilities, and would pay for the entire 
output of the G. and T. steam-electriec plant regardless of whether SPA could 
tind a market for such energy. Then SPA was to turn right around and deliver 
back to the member cooperatives of the G. and T.’s all the power they might need 
at an average rate of 5.6 mills per kilowatt-hour : note the year 1946 

There can be little wonder that Mr. Wright. the SPA Administrator, testi- 
fied “I think they would have one of the best contracts any group of REA ever 
dreamed of in their fondest moments.” And why not, with Uncle Sam picking 
up the check and delivering power at less than cost. 

I am sure the farmers themselves in SPA area do not want subsidized power 
rates at the expense of the other taxpayers of the Nation. I say again and say 
it advisedly they were pressured into these contracts in question. 

aan 


rhe bait used by SPA was the low rate promised, which could not be justified 


the basis of proper cost figures, cost allocations, and the amount of hydro 
power for sale, according to information provided me by expert rate engineers 
who have no personal interest in this matter. 

The farmers are well able to run their own systems as has been proven and I 
am sure they would like to continue to run their own business. The G. and T.’s 
are of course in a difficult position, having been enticed into expanding their 
facilities considerably beyond their needs for the near future. 

Now what power and what energy do we have available from these multipur- 
pose projects in the SPA area? First there is the installed capacity of the gen- 
erating units. and second, the electric energy that such units can produce from 
the available water. As has been testified to time and time again these projects 
have a variable supply of water and on the average can only operate at full 
capacity a portion of the time varying up to about 30 percent of the time, with 
the average around 20 to 25 percent. 
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How can such power best be utilized? It has been explained to me, and the 
records through the years have disclosed that the greatest value for this variable 
or peaking capacity and energy is realized when it is used by utility systems, 
public or private that are large enough to use all the capacity and energy to 
serve the peak portion of the loads. 

SPA knew this to be true, but as there were very few public bodies or coope 
atives which had generation or other sources of power large enough to permit 
using more than a very small part of this peaking capacity, SPA knew it had to 
be sold to the existing major utilities who could readily absorb it and who had 
offered to take all such power and pay a rate sufficient to assure repayment of all 
costs of the power and to pass on any benefits to the preference and other cus 
tomers. SPA, knowing that this was disposing of the power under sound busi- 
ness principles, nevertheless knew it would not permit SPA to create the power 
empire it envisaged. Therefore, SPA would not agree to such a logical use of the 
power, claiming that it all had to be sold directly to the preference customers. 
Of course it strayed quite a little way from this precept when it made the con 
tract to sell under a long-term contract a major portion of the power from Bull 
Shoals Dam for use by an industrial customer. Certainly this does not jibe with 
the SPA “line” that the power must be sold to preference customers. 

Many statements have been made and much testimony given about the legal 
rights and obligations of SPA to assume a utility responsibility to supply all the 
electro-energy requirements of the so-called preference customers. Here again 
it is my firm conviction that Mr. Wright and the other proponents of his plans 
for a Federal power empire are in an untenable position. 

Let us look at the act that resulted in SPA being set up. 


SECTION 5 OF THE FLoop CONTROL ACT oF 1944 


“Blectric power and energy generated at reservoir projects under the control 
of the War Department and in the opinion of the Secretary of War not required 
in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com 
mission. Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the elec 
tric facilities of the projects) of the cost of producing and transmitting such 
electric energy, including the amortization of the capital investment allocated to 
power over a reasonable period of years. Preference in the sale of such power 
and energy shall be given to public bodies and cooperatives. The Secretary of 
the Interior is authorized, from funds to be appropriated by the Congress, to 
construct or acquire, by purchase or other agreement, only such transmission lines 
and related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
publie bodies, cooperatives, and privately owned companies. All moneys received 
from such sales shall be deposited in the Treasury of the United States as mis- 
cellaneous receipts.” 

If you will note, there is continued references throughout this section of the 
act to “such power and energy,” “such energy,” “power and energy generated as 
such projects.” Note particularly the preference language which says “Pref- 
erence in the sale of such power and energy shall be given to public bodies and 
cooperatives.” I maintain that the intent of the Congress is crystal clear, that 
the act only provides for the disposal of power generated by the multipurpose 
projects. There is no reference whatsoever to any other power. Surely if the 
Congress thought it had constitutional authority to authorize Interior to con- 
struct steam plants or to purchase steam power for resale it would have spelled 
out that intent in clear language. 

It is realized, of course, that those persons wanting, for obvious reasons to 
promote their dream of a Federal power empire are trying to read into the 
language of the act meanings that are not there and were never intended to be 
there. Mr. Wright would have you believe that because the available power and 
energy is not of the type to supply the normal requirements of the potential pref- 
erence customers he has an obligation to obtain other power to supplement the 
surplus hydro power and energy. He will have you believe that definitive court 
action has proclaimed that right. There is no question in my mind, nor should 
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there be in the mind of any clear-thinking person, that the right of the Federal 
Government to purchase steam electric power for resale or to construct steam 
electric generating stations to make power for resale has not been argued on its 
merits all the way through to the Supreme Court of the land. Until that is done, 
it is poppycock for Mr. Wright or anyone else to say that this issue has been 
settled and the legal right to do these things are clear. In my estimation this 
also applies to TVA, the Bureau of Reclamation, and all other Federal power 
agencies. 

If it were not so serious, it would be humorous to see the mental gymnastics 
and warped thinking of the protagonists of Federal electric-power empires go 
through in trying to justify actions that clearly have no iegal authority. One 
of the farfetched arguments used in an attempt to justify SPA rights to construct 
steam plants or purchase electric energy from others for resale was given back 
in 1946 in the hearings on the fiscal year 1947 Interior Department appropria- 
tion bill, page 71, in an opinion presented by the SPA Chief Counsel, which 
Was supplemented by the opinion of the Solicitor of the Department of the In- 
terior. Section 5 of the Flood Control Act of 1944 quoted previously contains 
the proviso that “The Secretary of the Interior is authorized from funds to be 
appropriated by the Congress, to construct or acquire, by purchase or other 
agreement, only such transmission lines and related facilities as may be necessary 
in order to make the power and energy generated at said projects available in 
wholesale quantities for sale on fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, cooperatives and 
privately owned companies.” 

It is impossible for me to believe that anyone could argue without tongue in 
cheek that the authority “to Construct or acquire transmission lines and related 
facilities as may be necessary in order to make the power and energy to be 
venerated at said projects available to facilities owned by the Federal Govern- 
ment, public bodies, cooperatives, and privately owned companies,” confers the 
authority to construct steam plants or to purchase electric energy for resale. To 
claim as did the SPA Chief Counsel, that the term “related facilities” Was 
meant to or can properly be used to cover steam electric plants is farfetched 
to say the least. Claims that steam electric power is needed and required by 
law in order to be able “to market the hydro power on a businesslike basis, and 
io make such power and energy available in wholesale quantities for sale on 
fair and reasonable terms” are other examples of the fuzzy thinking of so many 
Federal power proponents, 

There has been much loose talk about the tremendous need for additional 
power in the area and at the same time statements are made that SPA power 
cannot otherwise be sold without integration with the G. and T. facilities and 
steam plants. These misstatements are so obvious that they do not merit 
answering. In all the testimony and discussions that I have seen to date 
there has not been any discussion as to what happens when the growing electric 
loads of the REA’s and other preference customers use up all the presently 
available capacity. Has a real analysis been made as to just what the loads 
of the G. and T. cooperatives and their member cooperatives amount to as 
of this date and what are the estimates of future loads? I think not. Full 
information also is lacking as to just what loads are presently receiving cen- 
tral station service, and so forth. 

Rough approximations given seem to indicate the G. and T. cooperatives in 
the SPA area may have total peak loads of about 87,000 kilowatts which is 
slightly over the capacity of their steam plants. I understand that REA esti- 
mates for these 5 G. and T. cooperatives show an expected load of 214,000 kilo- 
watts by 1965. On this basis it will be 10 years before the 130,000 kilowatts of 
SPA hydrocapacity now being held for these 5 G. and T.’s will be fully utilized. 
Transmission capacity may have been overbuilt to even a greater extent. 

Pamphlets that have been mailed to me which say that by taking the SPA 
hydro and adding it to the G. and T. steam it will produce more power and 
more revenue than by integrating the SPA hydro and G. and T. steam with the 
private utility svstems facilities. Now this is a good trick if you can do it, 
but it sure sounds like a shell game to me. 

Now let’s be specific and get away from generalities which I dislike. I have 
reliable information that the G. and T.’s have 85,000 kilowatts of steam and 
SPA was supposed to have 195,000 kilowatts of peaking hydro contracted to the 
G. and T.’s or which would give a total of 280,000 kilowatts available to the 
G. and T.’s. With an average load factor of the REA load of around 50 percent 
would require, for a peak load of 280,000 kilowatts, 100,800,000 kilowatt-hours 
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of energy for a 30-day month. I am told that the hydro peaking carries with 
it 150 hours of firm energy per month for each kilowatt, or a total of 29,250,000 
kilowatt-hours. Adding the 85,000 kilowatt steam plants output at 90 percent 
load factor (this is on the high side) would give an additional 55,080,000 kilowatt- 
hours, or a total of 84,330,000 kilowatt-hours. This is 16,470,000 kilowatt-hours 
short of supplying all the load. Where are the G. and T.’s going to get the 
balance? If there is an increase in the load factor above 50 percent (which is 
quite probable) there will be an additional 2 million kilowatt-hours short for 
each percent above 50 percent. 

On the basis of 130,000 kilowatts of hydro allocated to the G. and T.’s together 
with the 85,000 kilowatts of steam there would be a deficit of about 2 million 
kilowatt-hours for a month having a peak of 215,000 kilowatts. 

The pamphet, Local Power Partnership in Reverse, put out by the Central 
Electric Power Cooperative and Western Farmers Cooperative, and sent to 
Members of Congress, is a prime example of some of the irrational thinking and 
misleading and erroneous figures being used te try to persuade the Congress to 
reactivate the lease-option contracts between SPA and G. and T.’s. The pamphlet 
is so replete with questionable figures and statements that I will take time to 
point only a few. I am sure this pamphlet could not have been written by the 
clear-thinking farmers of the area, but must have been prepared by some of the 
same people who got the G. and T.’s into their present predicament. 

I have already referred to the erroneous statement that SPA must obtain 
energy from steam generating plants to be able to sell the capacity available 
from the hydro plants. This is of course so patently false as to not warrant 
denial. 

On page 7 of the pamphlet referred to, is a table that purports to show power 
and revenue available to SPA with and without the G. and T. contracts. This 
is the most misleading and unwarranted tabulation that could be imagined. 
First is the column headed “Power available without G. and T. contracts” and 
the revenue purported to be derived therefrom. SPA firm capacity is shown to 
be 170,000 kilowatts. 

The G. and T.’s in the February hearings reported the SPA dependable capacity 
to be 378,000 kilowatts. At the present time only 130,000 kilowatts of SPA hydro 
capacity are reported available to the G. and T.’s. Such capacity is said to carry 
a firm energy commitment of only 150 kilowatt-hours per kilowatt per month. 
If SPA sells the 130,000 kilowatts of peaking power to the G. and T.’s 
and the G. and T.’s use their own steam to carry 85,000 kilowatts 
of base load, the G. and T.’s then could carry a total load of about 215,000 kilo- 
watts without reserve. On the other hand if SPA were to buy the output of the 
G. and T. plants as proposed under the lease-option contracts and then resell the 
steam and the hydro combined back to the G. and T.’s it would produce the same 
results and would not add 1 kilowatt of dependable capacity to the load-carrying 
ability of the 2 systems. With an annual potential generation of less than T00 
million kilowatt-hours from the steam plants it is difficult to understand how 
the firm energy can be increased by 836 million ; in fact there is no increase what- 
soever in the energy available to the area. The revenue comparison is even more 
fantastic. Without the G. and T. contract the revenue is shown to be based on a 
5.6 mill rate for firm energy and 1.25 mills for nonfirm energy, while by some 
legerdemain, the power if used under the G. and T. contracts is to bring in 
revenue based on 7.16 mills for firm energy and 1.50 mills for nonfirm. This 
sleight of hand alone accounts for over $2,500,000 of the purported increase in 
revenue. Deducting the cost of generating the steam energy and the cost of 
leasing and operating the G. and T. transmission lines, which together cannot 
conceivably be less than 6 or 7 million dollars, in revenue, it can be seen that 
there will be a substantial annual deficit instead of the implied gain of $7,057,970. 
Of course the pamphlet does not say the purported gain in revenue is a net gain, 
yet if the author had wanted to be honest this would have been made clear and 
he would not have used a different rate with or without the G. and T. contract 
and would have shown for both cases all the other costs to be incurred. 

Two other statements in the pamphlet follow : 

“Opponents to rural electrification have stated that SPA could construct trans- 
mission lines and do just about anything it wanted to out of this fund, thereby 
obviating the will of Congress. This interpretation of the continuing fund is not 
correct. Under the broadest language of the continuing fund, SPA could use it 
for only three purposes—namely (1) to take care of emergencies, (2) to purchase 
power and (3) to make payments for rental. 





104 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


“The restoration of the continuing fund of SPA would make it possible to re- 
store the partnership arrangement without any annual appropriations by the 
Congress. It will not cost the taxpayers because the continuing fund is provided 
out of the operating revenue of SPA.” 

Now, does it matter whether SPA constructs transmission lines direct, or ar 
ranges for their construction through the medium of lease-option contracts paid 
for out of the continuing fund. The net result is the same. It is specious reason- 
ing to say otherwise. To say the use of money from the continuing fund will not 
cost the taxpayers is just doubletalk. There can be no question that present rates 
will not repay cost of power projects and operating costs. So far no figures have 
been given to conclusively show that it will not cost more to generate power in 
the G. and T. steam plants and deliver it 200 miles away to member cooperatives 
than the rate to be charged. 

Now let’s talk about the rates for SPA power. Mr. Wright attempted to lay the 
blame for rate increases on the rise in construction costs of the multipurpose proj 
ects constructed by the Corps of Engineers. The inference was left by Wright and 
Chairman Cannon that the Corps of Engineers were incredibly mistaken in thei1 
estimates. The corps was able the next day to present the real facts, showing 
that the figures presented by Wright were full of errors. 

The following excerpt from a report relative to SPA’s comprehensive plan for 
power development that was filed by a nationally prominent engineer in the fiscal 
year 1947 hearings (pp. 388-339) seem to indicate that SPA had no sound base 
for the power rate it was setting up: 

“Although the Flood Control Act of 1944 requires the authorized agent for the 
Secretary of the Interior to base rate scheduels on the cost of producing and 
transmitting hydroelectric power, including the amortization of the capital in- 
vestment allocated to power, the authors of the report (the SPA comprehensive 
plan for power development) have developed a rate schedule which fails en- 
tirely to consider such costs. The excuse is given that ‘cost figures’ are not avail- 
able at this time for proposed reservoir projects in a number of river basins, and 
the cost figures that are available even for authorized projects are subject to 
change as the design of the several projects is developed and the construction 
is carried out.” 

“It is believed that for the purposes of the report which is dated November 
1945, the authors, representing a governmental agency, would have available to 
them the cost estimates prepared by the Army engineers for the proposed proj- 
ects on the Arkansas River (survey report on Arkansas River and tributaries 
in Arkansas and Oklahoma, dated December 1943) and on the White River (sur- 
vey report on White River and tributaries, Missouri and Arkansas, dated May 
1945). The projects proposed under these 2 survey reports adding to existing 
and presently authorized projects in the region will account for about 90 percent 
of the total annual average energy output utilized and studied under the subject 
report. It is to be admitted that final ‘as constructed’ cost figures will be differ- 
ent than the estimated costs and it must be understood that the estimated costs 
must be continuously reviewed in the light of everchanging construction costs 
in order that a true economic analysis can be made. However, it is believed 
that the use of such estimates as do exist, corrected where necessary to reflect 
trends of advancing construction costs, provide a sound and, in fact, the only 
means of determining the cost for the production of hydroelectric capacity and 
energy and most certainly would result in compliance with the terms of the 
Flood Control Act of 1944. If the above-mentioned statement in the SPA report 
is accepted and no determination made of the estimated cost of hydropower until 
projects were completed, Congress would certainly be confronted with request 
for appropriations, without any means of knowing whether or not the projects 
were sound.” 

Five vears later in 1952 we still find the SPA trying to maintain a fictitious 
rate based on untenable cost allocation. It is only too clear that SPA and not 
the Corps of Engineers is responsible for the use of an erroneous rate base 
with the resulting need to raise SPA rates. This also is indicated by the fol- 
lowing material taken from the House Committee Print No. 23 of the 82d Con- 
gress, 2d session: 

“The conflicting solutions of the problem of allocation of costs of 12 dams in 
the Southwest are noteworthy. The Interior Department, acting through the 
Southwestern Power Administration, is the agency of the Government desig- 
nated under section 5 of the Flood Control Act of 1944 to dispose of excess elec- 
tric energy produced at projects built by the Corps of Engineers in Texas, Ar- 
kansas, Oklahoma, and Missouri. 
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“In January 1952, the Secretary of the Interior filed with Federal Power 
Commission for rate approval a long-term contract for sale of a block of power 
from the 12 dams. Accompanying this were studies including the proposed allo- 

ation of costs for the 12 projects. The Federal Power Commission then re 
quested the constructing agency, the Corps of Engineers, to furnish its views on 
the amounts of costs and annual charges properly chargeable to power for the 
12 projects. The estimates of the Southwestern Power Administration and of 
the corps as to the amounts which should be allocated are set forth in detail 
on pages 409 to 415 of the subcommittee hearings and are summarized in table 1 
of this report. The Bureau of Power, Federal Power Commission, generally 
agreed with the methods used by the corps in allocating these costs. 

“The total project construction cost was agreed generally to approximate S750 
million. Including interest during construction, the total project investment 
vas estimated at approximately S776 million. The Southwestern Power Ad- 
ministration recommended an allocation to power of $218 million while the Corps 
if Engineers recommended $418 million. 

“One difference between the two computations came from the Southwestern 
Power Administration’s failure to include interest during construction, an item 
amounting to over $24 million in the Corps of Engineers’ allocation to power. 

“Interest during construction is a valid part of the cost of the project to the 
Government and, therefore, should ordinarily be included in any computation of 
total investment costs. If exact figures are not available at the time an allocation 
of cost is made, a reasonable estimate could always be made subject to later 
revision. 

“The other differences can best be understood by an examination of the different 
cost-allocation methods used for the 12 projects involved. Detailed statements 
apnear on pages 406 to 426 of the published transcript of subcommittee hearings, 
Study of Civil Works, part 38. 

“Tt ean be seen from table 1 that the difference in allocated costs creates a 
large difference in the annual power charges. The greater percentage of difference 
in annual costs as compared to the allocated total cost comes from the fact that 
Southwestern Power Administration has chosen 100 years as the amortization 
period while the Corps of Engineers has chosen 50 vears. The annual charges 
developed indicate that the Southwestern Power Administration can justify 
power rates which are less than one-half of those that would appear sound based 
on the methods advocated by the Corps of Engineers.” 

The present proposal of the G. and T.’s is not to reactivate the fantastic lease- 
option takeover contracts but to substitute what would be entirely different con- 
tracts and in addition they want to change existine contracts with ofher SPA 
enstomers to “substantially equalize the rates to all SPA customers in the area.” 
This means of course to raise the rates to the other customers to pay for the 
reanired subsidy. The $64 question may be, How will the other customers react 
tosuch a deal? 

Surely the Congress will not want to appropriate money for nebulous con- 
tracts without knowing the terms, effects and cost thereof. I for one think the 
ogiecal thing to do would be to extend a moratorium to these G. and T. coonera 
tives for sav a couple or more of years. This would give them time to build 
un their loads and/or make arrangements for greater utilization of the facilities 
through interchange contracts between themselves and the other utilities of the 
region. This to my notion would be preferable to a continued direct subsidizing 
of the G. and T’s. There is one fact that T think the G. and T.’s should realize 
hy now which is. that there is no possibilitv of the member cooperatives ob- 
tnining energy from SPA at the old rate of 5.6 mills, and that even under the 
lease-option contracts a rate of 8 to 10 mills was inevitable under the required 
rate review provision of the contract. 

It also appears quite clear to me that the G. and T.’s conld make some rate 
\djustments for justified increases in wholesale power cost and that this could 
e passed on to the member cooperatives. Some slight increase in cost to the 
farmer might be necessary. but on the basis of the rate strueture reported it 
vould annear that a concerted effort to increase the kilowatt-hour use ner cus- 
tomer might result in lower unit costs for energy that would more than offset 
the inerease in the wholesale rate. 

In any event, I believe the Congress is ill-advised to anpronriate anv funds at 
this time to implement or reactivate any lease-option contracts. An indenendent 
investigation and report by a board of prominent and competent engineers is in- 
dieated in order that a complete professional true story on the matter he made 
vailable to the committee. 
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Mr. Jensen. Now it isn’t often that I get into a controversy with 
any of my colleagues, Mr. Chairman, and 1 never mention a colleague 
in a little, may we say, derogatory manner, unless he has mentioned 
me in such a light. That statement is in answer to Mr. Cannon’s 
colloquy with Mr. Doug Wright before the central section of the 
Public Works Committee of this session. 

I read his statement at that time, and I felt that there were some 
things that should be corrected, some statements that should be cor- 
rected, and so I wrote that statement and made it a part of the hearing 
also. 

Now Mr. Cannon said before this committee the other day that I] 
had agreed and that Mr. Phillips, Congressman Phillips of C alifornia, 
had agreed that the court action regarding the Southwest Power, had 
answered that problem. 

Now here is what I said in the Appropriations Committee hearing. 
Here is the statement I made off the cuff. I said: 

There is no question in my mind, nor should there be in the mind of any clear- 
thinking person, that the right of the Federal Government to purchase steam 
electric power for resale or to construct steam electric generating stations to 
make power for resale has not been argued on its merits all the way through to 
the Supreme Court of the land. And until this is done, it is poppycock for Mr. 
Wright or anyone else to say that this issue has been settled and the legal right 
to do these things is clear. 

Now I am not an attorney, Mr. Chairman, but after all, law is sup 
posed to be an interpretation of right over wrong. And if there is any 
righteousness or justice in that part of the contract of the Southwest- 
ern Power between G. and T.’s, which would take the property away 
from the REA’s, without due course of law, then I don’t understand 
right and justice. 

The farmers are well able to run their own business. They have 
proven that all over this country. They are well able to run the 
REA’s, and they have done a fine job of it, and I don’t want the Federal 
Government or anyone connected with the Federal Government or the 
Southwestern Power Administration or the private utilities or anyone 
else, to attempt to run their business or to acquire their property by 
es any other manner, illegal manner. 

Also Mr. Cannon said the other day in his statement that he thought 
private naagie should own and control 97 percent of all electric 
power in America. Well, bless his heart, in municipalitise, REA’s 
and the Federal Government today generate and disrtibute approxi- 
mately 20 percent of all the power in America. I wonder where Mr. 
Cannon wants tocut. Does he want to cut REA power’ Does he want 
to cut municipal power ? 

Where does he want to cut? He says the private utilities should 
furnish 9714 percent and others only two and a half percent, just to 
keep a little check on the private utilities. Well, now I don’t want 
the REA’s and the municipalities to cut 714 percent of their property 
out and sell it back to the private utilities. I don’t know what Mr. 
Cannon had in mind. He sure got his figures mixed up, or else he 
is a greater oe power advocate than ‘T am. 

Mr. Chairman, I don’t want to wear the committee out. 

Mr. Cuvvorr. Well, we don’t want to rush you, Mr. Jensen. You 
came here and you asked for an opportunity to appear, and you cer- 
tainly can tell us anything that you want to tell us, and we will be 
very happy to listen to you. 
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Mr. JENSEN. That’s fine. I appreciate it, Mr. Chairman, but I know 
J sit for months and months in committee, and sometimes I get pretty 
tired and worn out listening to some witness go on and on and on. 

Mr. Jonas. Mr. Chairman, if I could interrupt, I would like to have 
Mr. Jensen, if he doesn’t mind doing it, talk a bit about the relation- 
ship between the wholesale rates and retail rates. 

Mr. Cuuporr. Well, as I told Mr. Jensen when he started, he is free 
to discuss any part of the power problem that he wants to. For my 
own part I am very happy to listen to him, because I am getting a very 
fine education on power, and each day I find, as I listen to ‘the witnesses, 
that I learn something more. Where I come from we don’t have power 
problems like these. So please feel free to continue. 

Mr. JeENsEN. I may say we don’t either where I come from, Mr. 
Chairman. And I want to say that I appreciate the statement that you 
have made. 

Mr. Cuuporr. Of course, our principal difficulty in Philadelphia is 
worrying about the rates that the Philadelphia Electric Co. charges our 
consumers for use of power, and the Pennsylvania Power & Light 
charges the rest of Pennsylvania, and the Duquesne Light charges the 
western part of Pennsylvania, but other than that we don’t have a pub- 
lie power or REA problem in Pennsylvania. 

Mr. JENSEN. In Iowa, may I say, since you mentioned that, the 
REA’s and the private power companies and the municipalities have 
integrated their lines, and we have a fine relationship and we have no 
problem out there to speak of. 

We have had a little controversy up in the Northwest area on Mis- 
souri Valley Power, but it is pretty well worked out now, so we live 
in peace and tranquillity in our State, toa very great degree. 

(Discussion off the record.) 

Mr. Cuuporr. Unless Congressman Jensen is finished with his state- 
ment completely, I would prefer that you withhold your request until 
such time as we get to the questioning, and then of course you can 
make that your first question. I don’t want to jump all over the record. 

Mr. Jonas. I withdraw my question. 

Mr. JENSEN. I believe it was in the year 1949 when the Department 
of the Interior asked the Congress to : appropri ite money for the build- 
ing of a great network of transmission lines in the Southeastern Power 
area. 

That area runs from Washington, D. C. to Florida, and representa- 
tives of 6 electrical workers’ unions came before our committee—it is 
all in the hearings, you can read it—and Mr. Kirwan, of Ohio, a very 
fine gentleman, a very great friend of mine and a great American, was 
chairman of the committee—and each 1 of those, well, I think there 
were 2 of them that spoke for all of the unions, and they pled with 
us not to appropriate money for many of these transmission lines, most 
of them in fact saying, “We don’t want to work for the Government. 
We lose our rights under our labor laws, and we get less money than 
when we work for the private utilities.” 

And they said, “The private utilities are nice to work for and there 
is no point in building these transmission lines.” 

That year the committee struck from the budget request a great por- 
tion of the transmission lines that had been requested by the Interior 
Department, not only for the Southeastern Power Administration. but 
such lines as were not necessary all over the United States. Then 
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we sort of agreed on a yardstick, transmission line building yardstick. 

It is not written, but by common consent of the House committee and 
the Senate committee, took the position that where adequate trans- 
mission facilities were already in existence, whether they were owned 
by private power, municipal power, or REA’s or PUD’s, or would 
build such facilities with their own money and would wheel hydro- 
electric power from Government dams at a reasonable rate, then the 
Congress was not justified in appropriating the people’s money to 
build such facilities. 

Now that is the yardstick which we used to determine what trans- 
mission lines we should appropriate money for. 

We didn’t cut them all, by a long ways. We tied all the dams 
together, and I think we have got every dam in this Nation that is 

completed today, I think we have got them tied together with a heavy 
trinunidiebins line. 

And then we agreed to run a line from the hydroelectric dam to a 
load center where the people could come and get their groceries, so 
to speak, get their power. 

Now, this Missouri Valley, we have run a line from Randall Dam 
to Sioux City, lowa. We ran a line from West Bend, just north of 
Randall Dam, to Grand Falls, Minn. Then we have a dam up here 
with transmission lines, running out to Fargo. 

Now, we are tying those lines together with a loop, in order to get 
the benefit of all the power that is produced in the Missouri Valley. 

Now, we haven't been niggardly. The chairman of the committee, 
Mr. Cannon, called the committees of Congress gullible. Well, I 
looked in Webster’s to see what “gullible” actually was, what the 
definition was, and it said “easily duped.” 

Well, now, I don’t think Mr. Carl Hayden, of Arizona, for instance, 
is very easily duped. Mar. Hayden was the Representative that was 
sent to Congress when Arizona was made a State, and he is still here. 
I don’t think Mike Kirwan is easily duped, and may I say in my 
own defense that no one ever accused me of being e: isily duped. Nor 
are any of the rest of the members of that committee gullible or 
easily duped, 

I said in my statement that it was unbecoming the chairman of 
the committee to make such a statement about members of his own 
committee or any Member of Congress, in effect. 

Well. so much for that. 

Ben Krim, a very able engineer, was engineer of the Southeastern 
Power Administration for a number of years. Tle has now passed on, 
but you can read his statement in the record. He said hydro power is 
the most expensive power that is produe ‘ed, except on the Columbia 
River. But we only have one Columbia River. That is the greatest 
power-producing river in the ae l, with no exceptions, because of the 
ereat fall of the river. 

Now, even though hydroelectric power is expensive, it is necessary 
in order to peak up our steam power, which is firm power. 

Now, hydro power today is not very cheap in most cases, and the 
law says that the power rates must be examined every 5 years or oftener, 
and that rates must be set at such a point as will pay off the project, 
according to law. 

Now, the Army engineer, General Sturgess, testified before the com- 
mittee a couple of months ago, before the Public Works Committee, 
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that construction costs on hydroelectric dams and related facilities 
had risen 175 percent in the last 15 years, 125 percent in the last 10 
years, and 23 percent in the last 5 years. 

Well, now, if we in the Missouri Valley, for instance, were to raise 
Pa: hydro power rates in the Missouri Valley, we would price Missouri 
Valley hydroelectric power off the market, because very able engi- 
neers have said that 714 mills is the most that an REA or anyone can 

pay for hydro power. 

We are now getting 514 mills. If we were to add the cost of con- 
struction, as it has risen relating to this law of ours, we would have to 
vet around a mill, 1 cent a kilowatt at least, or 10 mills, and if we 
charged that, we would price hydroelectric power off the market. 

So we are caught between two forces, and it is a problem to work 
out, as you can see. And the Southwestern Power Administration is 
in the same fix. 

It isn’t the fact that Congress doesn’t want the people to get power 
at the lowest possible price. The facts are that we make the laws and 
we have to live up tothem. And so power in the Souhwest area from 
the hydroelectric dams is going to have to be raised. 

They are now selling it for 5.6 mills per killowatt-hour. According 
to Mr. Aandahl, he says that after figuring the cost of construction 
for those dams, that the least they can charge will be 8.2 mills. Now, 
these are just facts. And as Members of Congress, we are the law- 
makers, we must abide by the law. And the power rates are too 
cheap, and won’t payoff according to law. They have to be raised: 
that 1s all there is to it. 

Now, Mr. Chairman, I think I should just say that a few years 
ago we had a terrible situation in the Bonneville area, but there was a 
fellow up in that neighborhood who was causing most of the trouble, 
and his name was Myers. His nickname was F ‘ash. I got the low- 
down on that gentleman and I wrote a story on him, or I made a speech 
on the gentleman. 

And since that time the private utilities and the Bonneville Power 
Administration have integrated their facilities and they are getting 
along fine. 

I would like, Mr. Chairman, 2 order to make the record complete, 
which I feel is my duty indeed, I would like to have inserted in your 
record at least this speech, which I made in March 1949. 

Mr. Cuuporr. Mr. Jensen, I was just wondering whether you would 
agree—we intend to make a study of the Bonneville project later on, 
probably next year, and I was just wondering whether you would 
agree—to withhold this statement, and send it to the committee, or al- 
low us to hold it until we get into the Bonneville problem and then 
we will put it in the record. 

[f we don’t, we are going to run into a disorderly procedure, rather 
than an orderly procedure. Our record will be running over all the 
projects. That is a subdivision for future study, and we will put it in 
at the appropriate time. 

Mr. Jensen. Well, all right. if vou are going to do that. 

Mr. Cuvuporr, If you have anything on Bonneville, we would like 
you to offer it at that time. 

Mr. JeNsEN. That shows how Mr. Myers was tied in with a bunch 
of Wall Street bankers and did a job on the people, and we caught 
him at it. 
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Mr. Cuuporr. That has to do with the Bonneville project, doesn’t it # 

Mr. Jensen. Yes. 

Mr, Cuuporr. Would you care to hold that until we get into the 
Bonneville project ¢ 

Mr. Jensen. Whatever you say, Mr. Chairman. 

Mr. Cuvuporr. If there is no objection by any member of the cor 
mittee, I would like to ask your permission to hold that. One of 
our future studies will be the Bonneville project, and I think in order 
to keep the record orderly, and the entire power record orderly, we 
ought to save it for that time. We will hold it in our files. We 
plan to invite you to ap pear at that time, but if you don’t care to 
come or you haven’t the time to appear when we get to the Bonne- 
ville project, we will put that in the record. 

Mr. Jensen. All right. I don’t know as it will be necessary for me 
to appear. The whole story on the Bonneville controversy which 
has been all ironed out now pretty well—and it is not only because 
of these two speeches which I made, and the record which I put in 
these speeches of the things that were going on up there—that caused 
a different atmosphere in the Bonneville Power Administration. 
There were other things that entered into it. But these are very 
significant statements, I can assure you. 

Now, Mr. Chairman, I think I shall say that that concludes my 
oral statement, and I want you to know, I want you and every Amer- 
ican to know, as God Almighty knows, that I have but one purpose 
in mind, and that is to give this committee the facts as I know them, 
to tell you the truth as I know the truth, and to do what I can to be fair 
to all concerned, and, above all, to defend and protect this great free 
enterprise system of ours, which made America great and will keep 
America great, if we here in this great, free, blessed country of ours 
today will defend our Constitution, our republican form of govern- 
ment, which is our duty. 

And we Members of Congress have taken an oath to defend and 
protect the Constitution of the United States against all enemies, 
foreign or domestic. That is my purpose in being here, and that 
shall be my purpose so long as the good Lord will let me live. 

Mr. Cuvporr. Congressman Jensen, my recollection of your testi- 
mony when you made your opening statement, were words to the 
effect that you were one of the best friends that REA has, or ever had: 
is that right ? 

Mr. Jensen. That’s right. 

Mr. Cuuporr. Now in view of that statement, I was wondering 
whether you would explain to the committee why, on at least four 
occasions, vou voted against RE A appropriations. 

Mr. Jensen. When ¢ 

Mr. Cuvporr. I will give you that information. 

A rolleall was taken on appropriations affecting REA’s on February 
24,1948: on page 1697 of the Congressional Record. 

Mr. Jensen. On amendment. It was an amendment to an appro 
priation bill. 

Mr. Cuvuporr. All right. Now, let me give you all the occasions, 
and then you can answer the question all at one time. On April 1, 

1948, on page 4096 of the Congressional Record; on June 16, 1948, on 
page 8648 of the Congressional Record, and on July 13, 1948, on page 
9556 of the Congressional Record. 
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Now, in view of your opening statement, I wonder if you would 
explain how you are able to reac +h the conclusion that you are a friend 
of REA. 

Mr. Jensen. That is very simple. I am glad you asked that ques- 
tion. As a member of the Appropriations Committee, I am duty 
bound to support the recommendations of the subcommittee. The 
Subcommittee on Agriculture recommends appropriations for the 
REA. We have had very ambitious people in Congress, and we still 
have them, and I am not objecting to them at ail because in this free 
economy of ours they have a perfect right to offer amendments. But 
those cases where I voted, which you say, or someone has said, I voted 
against RE A——— 

Mr. Cuuporr. Well, this isa matter of record. 

Mr. Jensen. Yes. [Continuing.| Were amendments which were 
offered on the floor over and above the amendments recommended by 
the subcommittee. Now, that is the easiest thing in the world to do. 

I have supported the full amount that was recommended for REA 
by the en on Appropriations, the Agricultural Subcom 
mittee on Appropriations, every session of Congress since I have been 
here. 

In addition to that, as I told you about Mr. Claude Wickard, I was 
instrumental in getting an extra $100 million for the REA, as Mr. 
Wickard will testify, if anyone cares to call him. 

Now, as a member of the Appropriations Committee, myself, and 
having been chairman in two sessions, in the 80th Congress, and the 
83d, there were many times, amendments of it to our bill that Mr. 
Kirwan and I had to stand up and fight and oppose. If we, as mem- 
bers of the committee, did not support other subcommittee recom- 
mendations, then certainly we could not expect other members of the 

Appropriations Committee to defend us against unjustified or uncalled 
for amendments to our bill. 

Now, it is not fun to stand up and vote against an amendment. No. 
I knew at the time I was going to be critic cized for it and be accused 
of being against REA. However, those are the facts and I welcome 
anyone to look up the record and see if what I have just said is not 
fact. 

Mr. Knox. Mr. Chairman ? 

Mr. Cuuporr. I would like to finish my questions and then, of 
course, I will yield to members of the committee. 

Let’s get something a little more recent than 1948. On June 15, 
when the bill, covering appropriations for the Southwestern Power 
Administration was on the floor, the following statement was made in 
the record. I want to read from it. 

Mr. JensEN. When was this? 

Mr. Cuvuporr. June 15 of this year. 

Mr. Jensen. This year? 

Mr. Cuuporr. When we read the bill for amendments. 

* * * when we read the bills for amendments. An amendment may be offered 
to reduce the $6 million item in the bill to a figure which can be justified and 
which is in line with the wishes of the Assistant Secretary of the Interior, Fred 
Aandahl, and the Administrator of the Rural Electrification Administration, 
which figure will be in the neighborhood of $1,250,000. 

Now, if such an amendment had been offered and it passed, it 
would have been impossible to have the Southwestern Power Admin 
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istration return to the original type contracts that they previously 
had entered into. Isn’t that right? 

Mr. Jensen. Well, no, I would not quite agree on that. I may say 
that the contracts which we have been attempting to get signed be- 
tween the Southwestern Power Administration and the REA and the 
private utilities, for several years, to take the place of the contract that 
was entered into, which included that takeover lease purchase section 
which I talked about, had those contracts been signed—and there is 
still a chance that they will ‘be signed because I have been told that 
the REA is still hoping that they can finally get such a contract signed 
because they need the power. 

They need to have private power in the Southwest integrated with 
the Southwestern Power and the REA power in order to furnish suf- 
ficient power for everyone concerned. Now, there was some talk about 
someone offering an amendment, and Mr. Aandahl had indicated to 
the subcommittee, when they asked for a supplemental appropriation 
this spring, of $750,000, and the committee offered to give them 
$400,000 for this purpose of purchasing power and paying wheeling 
charges up until July 1 of this year, Mr. Aandahl testified that he 
would need in the neighborhood of $800,000 in addition to the 
$450,000 that was already in the bill, which would make approximately 
$1,200,000. And Mr. Nelsen, Mr. Ancher Nelsen, also the Administra- 
tor, said that that was the amount of money they would need in order 
to keep the REA in a current financial condition and keep their pay- 
ments current. That is why I made that statement. It was because 
of the statements that had been made by Mr. Aandahl and Mr. 
Nelsen before the Appropriations Committee. 

Mr. Cuuporr. In other words, what you are telling us, Congress- 
man, is that the Assistant Secretary of the Interior : and the Adminis- 
trator of REA, told the committee that they would need only $1,250,000 
rather than the $6 million that was in the bill? 

Mr. JeNsEN. In that neighborhood. Of course, they were expect- 
ing that this contract, a similar contract to the Texas contract, would 
be signed. Other contracts also have been signed and they had hoped 
that by July 1 they could get those contracts signed. But, it would 
take this $1,200,000 which you speak of, to build integrating lines to 
tie all of the REA lines together in that area. 

Mr. Cuuporr. Now, I would like to just ask you a word about this 
pamphlet. I have had it since, I think, Thursday of last week. Your 
office was kind enough to send it over. 

Mr. Jensen. I sent one to each Member of Congress. 

Mr. Cuuporr. Yes. It is a very well prepared pamphlet and I 
would just like to know as to whether or not you printed this at your 
own expense. 

Mr. Jensen. Oh, no, I did not. 

Mr. Cuuporr. How many copies were printed ¢ 

Mr. Jensen. I do not know. I will tell you who printed them. 
I would like to give all the facts. 

We have a man by the name of George Green, who is the clerk of 
the minority, a member of the Appropriations Committee, and he is 
a very able engineer. He assisted me in preparing that statement. 

Now, you can readily understand from reading that statement that 
Ben Jensen, the old lumberman, would not be capable of going into 
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all of those details, so far as rates are concerned. We prepared that 
statement. Mr. Green is in the room right now, the gentleman right 
over there. 

Mr. Cuuporr. Nobody objects to your getting technical help. 
need a lot of it, myself. 

Mr. Jensen. You bet; all of us do. And these clerks, I have al- 
ways said that they have to be smarter than the Congressmen in order 
to be a good clerk for the Appropriations Committee. 

The private utilities in the southwest area had that statement. re- 
printed, and I do not know how many thousands of them. They 

‘alled me in and asked me if I cared if they reprinted that statement. 
I said, no, it was a public document. I cannot tell anyone not to print 
it. If the REA would have asked me, I would have said, “sure.” 
it is public. 

Mr. Cuuporr. In order to keep the record straight, so that no pri 
rate utility can be accused of contributing tow ards the payment of 
this pamphlet that did not contribute, I wonder if you could name 
the private utilities that did contribute. 

Mr. JeNsEN. No, I cannot name them. 

Mr. Cuuporr. You do not know? Would Mr. Green know ‘ 

Mr. Jensen. So help me God, if I die on this spot, I do not know 
all the private utilities that contributed to it. Maybe all of them did, 
I donot know. 

Mr. Cuvporr. Would Mr. Green know ? 

Mr. Jensen. I do not think he does. No, I am sure he does not. 

Do you, George ¢ 

Mr. Green. No. 

Mr. Cuvuporr. Do you know the name of the printer that printed 
them ? 

Mr. Jensen. No. 

Mr. Cuvporr. Does Mr. Green know ? 

Mr. JENSEN. Do you know the name of the printer / 

Mr. Green. No. 

Mr. Cuvuporr. Do you know how much it cost to print it / 

Mr. Jensen. No, I have no idea. 

Mr. Cruporr. In other words, as far as you know, you gave pe! 
mission to all the private power companies in the southwest area to 
take your statement that you made in the Congressional Record and 
reprint it at their cost—any number of copies they might want to 
print and distribute to the public or anybody they wanted to distribute 
it to? 

Mr. Jensen. I am not saying about that. They called me up and 
for the life of me, this minute, if I were to die on this spot, I could 
not tell you who called me. Let me think, who was it? I would 
just as soon tell you if I could remember, because I have nothing 
to hide. 

Mr. Cuvporr. I think it goes without saying——— 

Mr. Jensen. All he asked me, he said: “We have read your state- 
ment in the hearing, and we have examined it very carefully. A num 
ber of us have compared notes on it and we find that it is the truth 
and nothing but the truth, and the plain facts. Would you care if we 
would have it reprinted ?” 

Tsaid: “No, it isa public document, go ahead.” 


He said: “All right.” 
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That was the conversation. 

Mr. Cuvuporr. And I think you will agree that when you gave him 
the right to reprint it, you gave him the right to distribute it. 

Mr. JENSEN. Oh, well, no. No, I could not say that. I had nothing 
to do with the right to distribute it. They have that right as an 
American citizen, “under freedom of the press, and our free speech 
system of Government. 

Mr. Cuuporr. But you have no idea how many were printed or 
who paid for it or how much was paid for it ? 

Mr. Jensen. I have no idea. I will tell you what I did do though, 
after this statement came to me, a copy of it, I made up my mind that 
every Member of Congress should have a copy and I sent a copy to 
every Member of the House and Senate with no comment, just put 
it in an envelope and sent it. I did that because there had been so 
much talk about this Southwest Power issue but I think that I thought 
I was duty bound, I felt duty bound, to give them the facts as I saw 
them. 

Mr. Cuuporr. I am not criticizing you, I am only trying to get 
information. 

Mr. Jensen. Iam sure of that. 

Mr. Cuuporr. I want to say this to you. It is a funny thing that 
in this power study and investigation, there are many, many things 
that prove very interesting. For instance, in connection with our 
original anonymous preparation of regulations for wheeling power 
over im lands, nobody knew where ‘they came from, not even the 
Under Secretary of the Interior, the regional director, who said that 
it was put upon his desk, but he did not know where it came from, 
who prepared it, or how he got it, but it eventually got into the regu- 
lations. Now, here is another document which is not a regulation, 
but nobody seems to know who printed it, how many were printed, 
how — h was paid for it, or who paid for it. 

Mr. Jonas. Mr. Chairman, would you yield there? I think the 
record | at that point ought to show that Mr. Davis came before the 
committee and stated that he put that document on the man’s desk, 
and told how he got it. 

Mr. Cuvuporr. I think, Mr. Jonas, before we are finished we will 
find out who printed it, how many were printed, who distributed it, 
how much was paid, and who paid for it. 

I want to say this to you. Iam not criticizing Congressman Jensen. 
He has a perfect right to give anyone permission to reprint any re- 
marks he makes in the Congressional Record. I am sure if Congress- 
man Jensen tells me he does not know who printed it, who paid for 
it, or how many were printed, he does not know it. 

Mr. Jensen. I know this much, it was the private utilities in the 
Southwest Power area that had it printed. 

Mr. Crivporr. I believe they would. It would be to their advantage 
to distribute it. 

Mr. Jensen. I think there are 12 private utilities, and they have a 
counsel, a secretary, and a chairman. I think that Mr. Frank Wilkes 
is the chairman of this. I do not know whether you call him chair- 
man or what they call him. 

Mr. Cuvporr. He is probably the public relations man of the associ- 
ation. 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 115 


Mr. Jensen. I do not know. 

Mr. Cuuporr. Like Mr. Kruse is the public relations man for the 
Pacific Gas & Electric? 

Mr. JENSEN. No, Mr. Wilkes is, I think, president of one of the utili- 
ties. 

Mr. Cuuporr. Well, now, for the record, Mr. Frank Wilkes—is that 
who you are referring to? 

Mr. JeNsen. That is right. 

Mr. Cuuporr. He is chairman of the board of the Southwestern Gas 
& Electric Co. 

Mr. Jensen. Oh, yes. Well, I am satisfied that, or I would say, | 
presume that all of those private power companies in that area, that 
are interested in this problem were aware of the fact that that state- 
ment of mine was being reprinted. 

Mr. Cuuporr. Now, I think you said that there were 12 private 
power companies in the Southwestern Power area, and I would like 
to read the names of them, so that we will have them in the record: 

The Southwestern Gas & Electric Co.; the Kansas City Power & 
Light Co.; the Union Electric Company of Missouri; the Missouri 
Power & Light Co.; the Empire District Electric Co.; the Missouri 
Public Service Co.; the Oklahoma Gas & Electric Co.; the Arkansas- 
Missouri Power Co.; the Arkansas Power & Light Co., and the Kansas 
Gas & Electric Co. There are the 12 in the group. 

I want to say to you, Congressman, that I am not criticizing you 
and I certainly think that—— 

Mr. JENSEN. If you were, it would be all right, Mr. Chairman, be- 
cause I have been criticized a lot of times. 

Mr. CuuporF (continuing). And everybody knows that we certainly 
have freedom of speech in this country. 

Mr. JENSEN. Yes. 

Mr. Cuuporr. Everybody has the right to express their views and 
opinions. We certainly do not want to say to you that because the 
Democratic Party is in the majority, and might disagree with the views 
of the Republican Party, as far as power is concerned, that you have 
no right to express your views. I want this committee to get both sides 
of this problem. I hope that as a result of this study that everyone in 
the United States is going to benefit. 

Mr. JeNseN. I have never, Mr. Chairman, heard anything but good 
about you. I felt very comfortable in appearing here when I was told 
that you were chairman of this committee, because I knew you would 
treat me as one of your colleagues, and would give me time to say the 
things I had to say. 

Mr. Cuuporr. Thank you. And, of course, I can return the compli- 
ment to you. I have been down here for 7 years and I find that I do 
not always agree with you. However, when you take sides in an issue, 
you put upa darn good fight for it. 

Mr. JENSEN. W ell, after all, you know I do not have a dime invested 
in any of these companies. They do not mean a bit more to me than 
they do to you, Mr. Chairman. However, it is our responsibility to get 
the facts, and that is what you are trying to get and I am trying to give 
you, as best I know how, the facts as i see them. 

Mr. Cuuporr. Mr. Moss, do you have any questions ? 
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Mr. Moss. Mr. Chairman, I regret that I was not able to remain 
through the hearing. I had some local highway problems to take care 
of in my office for about the last hour. So, not having heard the 
statement 

Mr. Cuuporr. You know, I would like to put this in the record. 
Someday, someone is going to invent a way to cut a Congressman up 
in five pieces so he can be in five different places at one time to take 
care of all the problems that he has to for local constituents. 

Mr. Moss. I have no questions. 

Mr. Cuuporr. Mr. Knox, I believe you have a question. 

Mr. Knox. Mr. Chairman, the question I have is to be directed to 
Mr. Jensen. The Congressional Record is a public document; is it 
not, Mr. Jensen ? 

Mr. Jensen. That is right. 

Mr. Knox. And each Member of C ongress has the right of distribu- 
tion. The press is also a public document which you are able to pur- 
chase, have a photostated copy made of it, and distributed at your 
will; is that correct? 

Mr. JENsEN. That is right. 

Mr. Knox. Was it necessary that anyone get permission from you 
to reprint from a public document ? 

Mr. Jensen. No, it was only common courtesy, that is all. 

Mr. Knox. W ell, in my opinion, that is absolutely true, there is no 
reason for anyone coming to you once you made the distribution 
through the public document of the Congressional Record. If there 
was anyone who wanted to use it, he has a perfect right to do so, at 
least that is my opinion. T herefore, I can see no reason or justification 
why anyone had to come to you. Maybe it was out of courtesy that 
they came to you and asked you. 

Mr. Jensen. In that connection, since that statement was made by 
me and put in the hearing, not one person in this America of ours 
has taken exception to one statement of facts or figures in that state- 
ment, to my knowledge. 

Mr. Knox. Mr. Jensen, the pamphlet that we have here before us 
is factual without deletions by those who had it reprinted. Is that 
correct ? 

Mr. JeENsEN. No deletions. It is worded perfectly because I checked 
that, too. That is one thing I wanted to be sure of. 

Mr. Knox. That is all. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. May I ask counsel if we have an extra copy of the 
central section, Public Works Appropriations for 1956? “Let the 
Congressman have that, please. 

Would you turn, please, to page 89? Tam having difficulty under- 
standing why there is such a wide discrepancy in charges for power 
to the ultimate consumers in comparison with the wholesale rates they 
pay. I direct your attention to the situation in Iowa as shown in that 
table. The table indicates that during 1954, or for fiscal year ended 
June 30, 1954, in the State of Iowa, the : average cost per kilowatt-hour 
of power purchased at wholesale by the REA’s was 12.8 mills. On 
power to the ultimate consumers was 33.7, whereas in the case of 
Missouri, for example, which is in the Southwestern Power area, the 
average cost per kilowatt-hour at wholesale was 8.9 mills, but the 
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average sale price of that power to the ultimate consumers was 41.7 
mills. 

Now, that indicates to me that the ultimate cost that is being charged 
to consumers does not have much direct relationship to the wholesale 
rate at which the power is purchased. Can you explain why there 
should be such a dif erence ? 

Mr. Jensen. Well, I think that comes about mainly through ad- 
ministration costs, and possibly the cost of rights-of-way, the purchase 
of rights-of-way for transmission lines, and. by the fact that in some 
States it costs more, in some instances it costs more to transmit the 
power than it does in other places in the State of Missouri. 

But, you have taken two States where the differential is not as great 
aS, for instance, in Arkansas. Arkansas price per kilowatt-hour, “paid 
by REA for energy purchased: 5.2 and 5.4 and 10.1. There you have, 
in that area, where the G. & T.’s are charged 5.2. They get 46.8 
mills for that power. 

Mr. Jonas. From the ultimate consumers ? 

Mr. JeENsEN. From the ultimate consumer. 

Mr. Jonas. So, the amounts they charge for the power is not nec- 
essarily reflected downward or upward by the amount of the whole- 
sale rate, is it ? 

Mr. JENSEN. No. Then there is another thing, of course 

Mr. Cuupborr. Would you yield at this point? This is just for 
a matter of information. I think that I would like to know, if you 
know, Mr. Jensen, and if not, I presume we can get it, these figures 
on page 6 of your pamphlet for the State of Arkansas—you “read 
them—show that the prices per kilowatt-hour paid by REA’s for 
energy purchased, 5.2; average charge per kilo-watt hour by REA’s 
for farm and nonfarm residential service, 46.8. I was wondering if 
such a table would show what the private utility charged for the same 
power per kilowatt-hour ? 

Mr. Jensen. Well, of course now, without a doubt, the REA’s buy 
part of their power—in fact, I know they do, from the private 
utilities. 

Mr. Cuuporr. Preference customers ? 

Mr. Jonas. This rate includes not only power purchased from 
Southwestern Power, but also the power purchased from private 
utilities ? 

Mr. JeNsEN. Yes. You see, the REA’s purchased much more power 
from the private utilities than they do from hydroelectric dams. 

Mr. Cuvuporr. Well, I assume that in Arkansas there are some com- 
panies, and fr om what I read into the record before, they are defi- 
nitely companies, private power companies that sell to nonfarm 
residential areas and farm residential areas. I was just wondering 
how the rate of 46.8 would compare with what the private power 
companies charge the consumer for what they sell in Arkansas? 

Mr. Jensen. I cannot answer that. 

Mr. Moss. Would you yield at this point ¢ 

Isn’t it true that in arriving at the cost charged the ultimate con- 
sumer, there are many factors besides the administration which must 
be taken into consideration, not only the density of population, but 
the line-load, topography of the area, all of which can contribute 
materially ? 

Mr. JENSEN. Yes. 
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Mr. Moss. This is service in an area where service was not ordinarily 
available because it was not felt that it was feasible for the utilities 
to serve. 

Mr. Cuuporr. So the cost of the power might be insignificant in 
relation to the other costs for supplying the power ¢ 

Mr. Moss. I think, however, the other cost would be increased 
by the amount of any increase in the basic charge for power. But, 
there are many factors which would have to be individually analyzed 
if you were to arrive at any strong basis of comparison. 

Mr. Cuvporr. Well, I would like the record to show what the pri- 
vate companies get for their electricity, too. Of course, Mr. Jensen 
says he does not know. But I think perhaps we can ‘get that in- 
formation. 

Mr. Jonas. I would like to see it. 

Mr. Cuuporr. I would like to see it. I think it ought to be in the 
record, too. 

Mr. Jonas. I think so, too. I would like to ask Mr. Jensen to turn 
to page 90 of the record of that hearing and let me read to you the 
answer of Mr. Wright in response to a question to saph iin this dif- 
ference: 

Mr. Wricur. I think it means as between the States; in this tabulation, there 
is a wide variation in the amount of the cooperative dollar that goes for various 
purposes in the case of the cooperative, such as the purchase of power and the 
operating costs. And, I might say that that variation does not only occur be- 
tween States, it occurs between cooperatives in the States. 

Further, on page 91, he stated : 

Mr. Wricur. The factor of management is certainly in it, and I was going 
to pick that up in just a minute; because I have noticed a variation in co- 
operatives even between adjacent areas, and not only cooperatives in different 
States. And the factors are those which you suggested, and density being one 
factor; in other words, how many people do you have per mile of line. 

Management is certainly a factor. I have seen cooperative records where it 
costs 12 cents a mile to operate a vehicle, where somebody next door was op- 
erating it for 7 cents. There is no question those types of things are in that. 
I do not know the answer. 

It is obvious from the record that there is a wide variation between 
the amounts the ultimate consumers have to pay for their power, rang- 
ing from 46.8 mills in the State to which reference was made, down 
to 28.5 mills in the State of Idaho. 

Mr. Jensen. One of them is 51.5, in Illinois, Mr. Jonas. 

Mr. Jonas. Yes. 

Mr. Jensen. That is the highest one. 

Mr. Jonas. I would like, since I am on that, just for the record, to 
show the case in my own State. The average cost the REA’s pay for 
wholesale power is 7.5 mills. The average charge to the ultimate 
consumers is 33.7 mills. So, notwithstanding the fact that the REA’s 
pay a little more for their wholesale power in my State than they do 
in the Southwest Power States, they charge less to the ultimate 
consumer. 

Mr. Jensen. That is right. 

Mr. Jonas. That intrigues me as to why we can operate our REA’s 
and sell power to the ultimate consumers much cheaper than they do 
in the Southwest, although in the Southwest the REA’s are paying 
less for their wholesale power. 
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Mr. JeNsEN. Well, the figures for Iowa are pretty good, too, in that 
respect. 

Mr. Moss. Mr. Chairman, I would like to suggest that, if we are 
going to use comparative figures, the staff be instructed to undertake 
some comparative analysis giving us some of the characteristics of the 
territory served by the REA’s that have been cited, and let us have 
an opportunity to examine into the administrative costs and have some 
figures before us that are on a comparative basis, meaningfully, that 
we can use without trying to draw conclusions from these which do not 
reflect the topography, do not reflect the load, or the distance between 
the consumers. 

There are many factors which must be considered if we are going to 
have comparative figures, and I think they should be analyzed so they 
wiil mean something to us. 

Mr. Jensen. May Isay, Mr. Moss—— 

Mr. Cuuporr. Can I interrupt at this point ? 

Mr. Austin, are you in a position to get these figures the Congress- 
man has asked for ? 

Mr. Austin. Mr. Chairman, it would take a little gathering. I do 
not think there is such a tabulation readily available. It would have 
to be put together by competent people. I am not sure that we have 
on the staff people who could do that at this time. It would take a 
little doing. It could be done, and I think it would be worthwhile. 

Mr. Jensen. Mr. Chairman, may I suggest that you ask the Admin- 
istrator of REA to give you such figures, ‘because i think he will have 
a pretty complete analysis of that. very thing. If I understand his 
duties, it is his responsibility to know such ‘facts and to have such 
figures. 

Mr. Moss. I think they would be very helpful to our comparison. 

Mr. Jensen. I do not know how he could properly administer his 
agency and see to it that the REA customers were receiving power at 
the lowest possible rate unless he had such information. So, my guess 
would be that he has a pretty complete analysis of the whole thing. 

Mr. Cuuporr. We will make that request of him. If he has it, I am 
sure he will supply it to us. 

Mr. Jonas. I have one other question which may break itself down 
into several. However, I have one other point I would like to have you 
discuss. 

I believe you stated earlier today that some of the cooperatives were 
reluctant to enter into these lease operating contracts in 1949? 

Mr. JENSEN. Yes. 

Mr. Jonas. Was one of those cooperatives to which you have refer- 
ence the Sho-Me Power Corp. ? 

Mr. Jensen. Yes, indeed, it was. 

Mr. Jonas. I have in my hand a letter dated November 25, 1949, 
signed by Mr. Arthur W. Gerth, Chief, Applications and Loans Divi- 
sion, United States Department of Agriculture, Rural Electrifica- 
tion Administration, addressed to Sho-Me Power Corp., Marshfield, 
Mo., the letter being part of a file given me by Mr. Green from Mr. 
Taber, former chairman of the Appropriations Committee, in which 
Sho-Me Power Corp. was given notice that its application for a $2 
million loan to build a transmission line had been stopped, a stop order 
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had been placed against that application until the following require- 
ments were met: 


1. Until the borrower has been accepted as a member by the Central Electric 
Power Cooperative and entered into a 40-year contract with the Central Electric 
Power Cooperative, which is satisfactory in form and substance to the Admin- 
istrator. 


2. Until the borrower has executed a contract with the Southwestern Power 
Administration covering the construction and lease of transmission facilities for 
which funds have been provided in this loan for a period of 40 years which is 
satisfactory to the Administrator. 


3. Until the borrower shall have made an assignment to the Central Electric 
Power Cooperative in form and substance satisfactory to the Administrator of 
the power contract dated November 29, 1948, between the borrower and the 
Southwestern Power Administration, and until such an amendment of such con- 
tract in form and substance satisfactory to the Administrator, providing for the 
delivery of power to the load centers of the borrower, shall have been entered into 
by the Southwestern Power Administration, the borrower and the Central Elec- 


tric Power Cooperative. 

4. Until the borrower shall have duly executed and delivered pursuant to such 
corporate action as shall have been approved by the Administrator, a mortgage 
or deed of trust, as the Administrator shall elect and in form and substance 
satisfactory to him, providing, among other things, for the securing at any one 
time of notes in a stated aggregate principal amount of not less than $7,533,525. 

5. Until the conditions set forth in paragraphs 1, 2, 3, and 6 of the stop order, 
relating to the load designated as Missouri 71A, have been satisfied. 

Would you call that coercion on the part of the Administrator of 
REA to force the Show-Me Power Corp. to enter into one of these 
contracts ? 

Mr. Jensen. Well, Mr. Jonas, I can only say this, as I said in my 
oral statement, that the managers of those G. and T. co-ops came to 
me shortly after we had objected to this takeover lease-purchase clause 
in the contract and told me, and I am sure every one of them will 
say they told me, that they were told that unless they signed this 
contract, they could not get any power from the Southwestern Power 
Administration, and that they fought as long as they could until they 
saw it was hopeless, and they signed the contract. 

Mr. Jonas. They were told in this letter that they would not get 
the loan unless they signed up, weren’t they / 

Mr. JenseN. Sure. And, I said, “Well, gentlemen, when you signed 
those contracts, do you realize what you did? You signed away the 
property of your members, and you did it without their consent.” 

Mr. Jonas. Who was 

Mr. Jensen. “And I know you would not do that knowingly, or 
wittingly, you did not realize the importance, the significance, the 
implications that were involved. All you were thinking about was 
you wanted to get this hydropower to peak up your steam power, 
which you had to have in order to get sufficient power for your 
people.” 

They said, “That is it.” 

And now, they can say, some of them might testify, that they were 
not coerced. But if that is not coercion, then I do not know the 
meaning of the word. 

Mr. Jonas. Who was to pay back the loans, the loans the G. and T.’s 
received from the REA? They were, themselves? 

Mr. Jensen. How was that again ? 

Mr. Jonas. Whose obligation was it to repay the loans the co-ops 
received from the RIA ? 
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Mr. JENSEN. That was the responsibility of the co-ops. 

Mr. Jonas. Yet, the contract contained a provision that after the 
co-ops repaid the loan to the Government, then the Southwestern 
Power Administration could take over the property for $10? 

Mr. JENSEN. For $10. 

Mr. Moss (presiding). Do you have any further questions, Mr. 
Jonas ? 

Mr. Jonas. That is all. 

Mr. Moss. Do you have any further statements, Mr. Jensen ? 

Mr. Jensen. | think not, except to say, Mr. Chairman, that I am 
sure the reporters have taken my words down correctly because we 
have a most efficient group of reporters, and so I shall not ask even to 
see the transcript. Just put it in the record as it is. 

I have made a practice for many years of not looking at the tran 
script of my remarks. As I have said to the clerks, “Now sometimes | 
have butchered the King’s English terrifically, so anytime you see 
where I butchered the King’ sE nglish, smooth it out a little, but do not 
change the meaning one iota.” 

Now, if the clerk of this committee wants to look over my remarks. 
and if he sees where I might have butchered the King’s English a little 
too much, why if he wants to smooth it out, he has that privilege, be- 

cause I know that they are honorable gentlemen and I will take their 
word for it. 

However, as far as I am concerned, I do not want to see the tran 
script, and then no one can say that I have changed one word. 

Mr. Moss. I want to express my regret that the highway legislation 
and a few delegations from home made it impossible for me to sit 
through the statement. I look forward to reading it in the record. 

Mr. JeNsEN. Gentlemen, it has been very kind of you to give me this 
much time. I appreciate it, and I hope that I have added a little to 
the cause which you are carrying on these hearings for. Again, I say, 
thank you, Mr. Chairman. 

Mr. Moss. Thank you. Is Mr. Green inthe room! Would you come 
forward and be sworn. 

Mr. JENSEN. Has he been asked to be heard? I think you will have 
to ask Mr. Taber because, after all, he is an employee of the Appropria- 
tions Committee. 

Mr. Green, as you know, like the clerk of a committee, would not 
have the privilege of testifying without the permission of his boss, so 
to speak. 

Mr. Moss. I will check with the staff here. I have a note here that 
Mr. Green was to be the next witness. 

Mr. JenseN. Had you been consulted ? 

Mr. Green. No, sir. 

Mr. JENSEN. If you care to ask me something about Mr. Green, | 
would be happy to tell you about Mr. Green and his experience. 

Mr. Moss. Well, again, I was not aware that Mr. Green had not been 
consulted. I was merely acting from a note left by the chairman. 

Mr. Jensen. Mr. Chairman, it is not customary for a clerk of any 
committee to testify. 

Mr. Moss. I was not familiar with who Mr. Green might be. 

Mr. JENSEN. He is the paid clerk of our committee. You see, a few 
vears ago the ranking minority member of the Appropriations Com- 
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mittee was permitted to have a clerk, and also each subcommittee, Mr. 
Chairman, was entitled to an extra clerk. However, it is not customary 
for them to be called to the witness stand. 

Mr. Moss. As I say, Mr. Jensen, I was not aware that Mr. Green 
had not been requested by arrangement. 

Mr. JENSEN. I can assure you Mr. Green has nothing to hide. He 
is open and aboveboard, and he is a great engineer. He was an en- 
gineer for many years and then was, for 12 years, an engineer for the 


F ederal Power C ommission, and all during ‘the war was engineer for 
the Defense Electric Power Administration or Commission here under 


President Truman, and Roosevelt—during their administrations. 
Mr. Moss. Well, there is no further business at this time. The com- 


mittee will adjourn until Thursday morning at 10 o’clock. 
(Whereupon, at 12 noon, the stibe -ommittee adjourned.) 
(The letter requested during the hearing follows :) 


DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington, D. C., October 13, 1955. 
Hon. Eart Cuvuporr, 
Chairman, Public Works and Resources Subcommittee, 
House of Representatives. 

DraArR CONGRESSMAN CHUDOFF: We are glad to supply the information you re- 
quested in your letter of September 380, 1955, relating to the determination of 
REA borrowers’ retail electric rates, and to the variation in the spread between 
wholesale rates paid by REA borrowers and retail rates charged by them. 

The retail rate schedules of the individual rural electric cooperatives are es- 
tablished by them, generally, though not always, after receiving REA recom- 
mendations. 

Retail rate studies made by REA, which are the basis of recommendations to 
the cooperatives, consider the operating experience of the most recent 12-month 
period and the prospective operating experience during 12-month periods 2, 5, 
and 10 years in the future. The investments required to serve the loads fore- 
east for these periods are determined from system-engineering studies. Esti- 
mates for each period are made of operation and maintenance expense, power 
cost, administrative and general expense, debt-payment requirements, taxes, and 
costs of replacements to arrive at cash requirements. 

Certain standards are considered in establishing rates which will produce cash 
receipts adequate to meet the cash requirements. Receipts from the sale of power 
in the final block of the farm and home rate schedule, which involves the use 
of unlimited amounts of power, should be at least sufficient to cover the cost of 
power delivered to the consumer, the costs incidental to increasing system ca- 
pacity with increasing usage, and a reasonable share of general overhead ex- 
pense. The sizes of the remaining blocks and the price per kilowatt-hour within 
each block are then adjusted to produce the required cash receipts. The eco- 
nomics of the consumers served are considered in determining the the minimum 
monthly charge. 

Rate schedules for consumers other than farm and residential are designed 
to reflect as nearly as possible an equitable allocation of the cost of service among 
all consumers. 

There are wide variations from one borrower to another in the effects of vari- 
ous factors entering into rate design. These factors include system investment 
per consumer; type of wholesale rate or cost of power purchased or generated ; 
consumer density; operation and maintenance costs; economic status of the area 
served ; the level of kilowatt-hour corsumption per consumer; the operating char- 
acteristics of the appliances and equipment used by consumers and the resultant 
effect on load factor; the prevailing types of farming commerce and industry in 
the area; the type and number of:consumers other than farm consumers; the 
competitive situation with respect to fuels; and the retail rates charged by neigh- 
boring power suppliers. All of these must be considered in tailoring retail-rate 
schedules to meet the particular needs of the individual borrowers. REA assists 
in the formulation and application of principles upon which retail rates should 
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be designed, and stresses that the rates should be sufficient to cover costs of op- 
eration, maintain electric plant in sound operating condition, and meet debt 
payments as these become due. The final decisions on rates to be charged are 
made by the borrowers. 

There are, of course, factors other than wholesale power expense that go into 
retail rates and account for the spread between wholesale power costs and the 
retail rates. Under the accounting system followed by REA borrowers these 
factors are: Operations expense, maintenance expense, consumers’ accounting 
and collecting, administrative and general expense, depreciation expense, amorti- 
zation of intangibles, taxes, and interest. The net margin is the difference be- 
tween the sum of these several factors and the revenues. Many of these factors 
do not vary in direct proportion to the amount of kilowatt-hours sold. Factors 
such as maintenance and operations vary widely among borrowers, depending on 
plant investment, terrain, weather, and other conditions. Depreciation expense 
varies primarily with the kind and expected life of the electric plant, which is 
dependent largely on local conditions. Other factors such as accounting and 
collecting vary principally with the size of the system and the number of consumers 
served. Without a detailed analysis of circumstances affecting individual sys- 
tems, it is very difficult to draw valid comparisons of their relative operating 
efficiencies. 

Since many of the factors are not related directly to the volume of kilowatt- 
hours sold, a comparison of 2 systems or 2 States on this basis preduces wide 
variations in figures. For example, if in one State consumers accounting and 
collecting amounts to 0.18 cents per kilowatt-hour sold and in another State it 
amounts to 0.09 cents per kilowatt-hour sold, it is incorrect to conclude from 
these data alone that the cooperatives of the second State are on the whole twice 
as efficient in their accounting and collecting as the cooperatives in the first 
State. 

For the year 1954, REA electric-distribution borrowers as a group reported the 
following breakdown on the disposition of their revenue dollar: 


Cost of power is ae : ae " $0. 32 
Depreciation —___- os sects z Ss Saree ee hee eee ae 
Interest ae ; es : a as .10 
Administrative and : Pac ae etna OS 
Operations ai he ne . 08 
Maintenance . 04 
Consumers accounting and collecting__ ae ; : wile . O4 
FETE CO ites cee caine nietcanesinkiee sae uae sie ‘ z aa . OF 
Net margin a : od <a 


The most important single deterrent to lower average retail prices of electricity 
for many borrowers is the small volume of sales in relation to the investment in 
electric plant. Increased kilowatt-hour consumption by farm and residential 
consumers would substantially improve this situation. 

Sincerely yours, 


ANCHER NELSEN, Administrator. 
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DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


THURSDAY, JULY 28, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND REsouRCES 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1501 New House Office 
Building, Representative Earl Chudoff (chairman of the subcom- 
mittee) presiding. 

Members present: Representatives Chudoff, Moss, and Jonas. 

Also present: James Lanigan, subcommittee counsel and H. Vance 
Austin, associate counsel. 

Mr. Cuuporr. The committee will be in order. 

Is Mr. Charles Green—George Green—pardon me—in the room? 

Mr. GREEN. Yes. 

Mr. Cuuporr. Would you come over and take one of these seats 
opposite the reporter, Mr. Green. 

Would you rise and raise your right hand. 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth and nothing but 
the truth so help you God ? 

Mr. Green. I do. 


TESTIMONY OF GEORGE S. GREEN, MINORITY CLERK, HOUSE 
APPROPRIATIONS COMMITTEE 


Mr. Cuuporr. Mr. Jonas, this is Mr. George Green, who was called 
in to testify this morning. 

There has been a quoroum call in the House. I was contemplating 
having this the last hearing on this phase of our investigation, but 
due to the fact that the natural gas bill is on the floor, and it probably 
will be a very important bill for all members, it appears to me we will 
not be able to continue our hearings today unless the members here 
will agree that we should and want to come back later. What are 
your thoughts on that ? 

Mr. Jonas. Is that a quorum call now ? 

Mr. Cuuporr. That is a quorum call. I presumed we would get it 
right after the prayer, because of the 10 o’clock session. We usually 
do. Itis very unusual if we do not. 
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Mr. Jonas. Well, we still have Mr. Blalock, who has not finished. 

Mr. Cuvuporr. I thought I was going to take a step forward. We 
wanted very much to finish with Mr. Blalock’s testimony. It is im- 
possible to have any hearings. My thought was on August 11, if we 
can get a quoroum—I do not r know whether you are going to be ¢ around 
or not; I presume Mr. Moss is going to California, but you are a little 
closer—we could come and have a 1- -day hearing here. We would 
have no interruption at all because we would have no House session. 

Mr. Moss. If we adjourn on Tuesday or Wednesday of next week 
would there be any possibility of having the day following adjourn- 
ment for a hearing? 

Mr. Jonas. I would rather do that than come back. I can stay over 
a day. 

Mr. Cuuporr. Except that the staff is going to leave tonight for 
California 

Mr. Moss. Oh. 

Mr. Cuvuporr. Denver, and Idaho Falls, Idaho, to complete an in- 
vestigation that is underway at the present time. If we can get along 
without our staff, or we can get Mr. Pincus to agree to be here for legal 
counsel, in case we need any, I am perfectly willing to take an extra 
day, provided we adjourn on Tuesday or Wednesday. Of course, if 
we adjourn on F riday I do not think it is going to be much use. 

Now, it has been my experience that if you do not finish on the 
Saturday that the target date is set everybody goes home over the 
weekend, gets a lot of sleep, another tankful of gas, and we come back 
for another full week. That has been my experience. Of course I 
may be wrong this time. I hope I am. 

While I have you gentlemen here, at 2 o’clock I wanted to have a 
very, very short executive session. 

Mr. Jonas. Can we not have it at the Capitol ? 

Mr. Moss. I was going to suggest that we try to get that small hear- 
ing room of the Ways and Means C ommittee, right off the Chamber. 

Mr. Cuvporr. It is an executive session. There will be no hearing. 
[ think we can finish in 20 minutes to a half hour. 

Mr. Jonas. I think we could over there. We would waste 5 minutes 
coming here and going back. 

Mr. Cuvuporr. If we can notify the other members. I wanted them 
all present. 

Mr. Jonas. Isaw Mr. Minshall and told him about it. 

Mr. Cuvporr. We are going to discuss the future wor Kk of the com- 
mittee during adjournment. I am perfectly willing to have it where 
you want to have it. It does not matter to me, as long as we get 
together. 

Mr. Moss. I thought that room would be convenient. 

Mr. Cuvuporr. I think we can get the Parliamentarian’s office. 
There are only seven of us and the staff members. There will be just 
2 fast roundtable discussion. 

Mr. Moss. I was also thinking if you were going to resume this phase 
of the hearings that it might be possible to hav e it over there, where 
we woul ld i be near at hand in the event of any work. 

Mr. Cuvporr. What is vour pleasure? If you want to resume after 
we answer this quorum call—— 

Mr. Moss. I will accommodate my time to the convenience of th 
Chair. 
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Mr. Cuuporr. Well, Mr. Perlman, try to get one of the rooms in 
the Capitol. Ask the Parliamentarian if we can use his office. He is 
very cooperative that way. That is about as close as we can get to 
the floor. 

Mr. Moss. Is there not a small Ways and Means Committee room 
right across from the Chamber ? 

“Mr. Jonas. They may be using it. Mr. Cannon has several rooms. 

Mr. Cuuporr. I did not know what his committee is going to do. 
The Appropriations Committee is like the Supreme Court of the 
United States. 

Mr. Jonas. They have practically finished their work for the rest 
of the session, with the exception of this conference report. 

Mr. Cuuporr. See if you can get us a room. 

Mr. Moss. The most convenient room, if you can get it, is that Ways 
and Means Committee room. 

Mr. Jonas. Are you going to suspend this until then ? 

Mr. Cuvuporr. We will get some kind of notice, either on the floor 
or somehow. For the witnesses, would you remain here to find out 
whether or not there is a room available, and which room it will be, 
and go directly over to the ¢ Capitol to the hearing room in the Capitol. 


> 
We will probably know in about 3 minutes or 5 minutes. 


Off the record. 

(Discussion off the record.) 

(Thereupon, at 10:09 a. m., Thursday, July 28, 1955, a recess was 
taken, until 11 a. m. of the same day, at whic h Pci the subcommittee 
reconvened in room F-16, the Capitol, the Honorable Earl Chudoff 
(chairman of the subcommittee) presiding, after which the following 
proceedings took place :) 

Mr. Jonas. Before you start, may I ask a question ? 

Mr. Cuuporr. Surely. 

Mr. Jonas. I noticed — just before the hearing, you requested that 
this witness be sworn. I do not recall any of the former witnesses 
being sworn, Mr. Blalock or Mr. Karns, and I just wondered what 
the rule i is about swearing witnesses. 

Mr. Cuuporr. I believe that is in the discretion of the chairman. 
Nevertheless, I certainly do not want to impugn Mr. Green by the 
fact that he is under oath. I believe he will tell the truth whether 
he is sworn in or not. I just did not think. I asked him to rise but 
it was not for any specific purpose. 

I want to say to you, Mr. Jonas, that we called Mr. Green as a 
witness, not for the purpose of trying to hurt Mr. Green or anyone. 
The subcommittee is just trying to get some facts here, and all we 
want the witness to do is to tell to the best of his knowledge the facts 
as he knows them. This committee is not a committee which tries to 
hold witnesses in contempt of Congress. I do not believe that in the 
entire investigation on power, we swore in a witness. However, some 
committees swear in all witnesses. 

Mr. Jonas. IT just wondered why you were picking Mr. Green out 
to swear him, when you did not swear the others. 

Mr. Cuuporr. It is not done for any specific purpose. 

Mr. Green. Mav I makea remark in that regard, sir? 

Mr. Cuvuporr. I just wanted to get your name and address on the 
record, and then you can make any statement you want to make. 
What is your full name ? 
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Mr. Green. George 5S. Green. 

Mr. Cuuporr. And your address, Mr. Green / 

Mr. Green. 10211 Lorain Avenue, Silver Spring, Md. 

Mr. Cuuporr. Will the witness try to speak up, because we have 
a number of people who are interested in hearing what is going on 
today, and it is very difficult to hear in this room, if you speak in just 
a str aight conversational tone. So, if you will just try to raise your 
voice slightly—not like you are playing second base, but slightly. 
Would you repeat your address, please / 

Mr. Green. 10211 Lorain Avenue, Silver Spring, Md. 

Mr. Cuvporr. I believe you requested the opportunity of making 
a statement as to being sworn by the subcommittee. You have a per- 
fect right to do that. 

Mr. Green. Well, I have no objection whatsoever to being sworn, 
because you will get the same true answers regardless of whether J 
am sworn or not. Personally, 1 was wondering whether it was a re- 
flection on me or not. 

Mr. Cuvuporr. We know, Mr. Green, you would give us the same 
answers whether you were sworn or whether you were not sworn. 

Mr. Green. Thank you. 

Mr. Cuvuporr. Mr. Green, you appeared last Tuesday as a part of 
the audience in our hearing when Congressman Jensen testified before 
this committee. I did not know you were there, and I do not believe I 
have ever had the pleasure of meeting you before, and I would say, 
if anyone asked me, that I never saw you before last Tuesday. 

The only reason that you were called before this committee this 
morning is that Congressman Jensen brought out the fact that you 
were present, and that you had some knowledge of the facts concern- 
ing the “Jensen pamphlet,” and as I recall, and I shall try to quote 
him, C ongressman Jensen said “If you were to strike me down dead 
this minute, I for the life of me could not tell you about the money for 
this pamphlet,” and then said, “George, do you know ?” 

Would you tell us what your present position is? 

Mr. Green. I am the minority clerk of the House Appropriations 
Committee. 

Mr. Cuvuporr. What are your specific duties as minority clerk of 
the House Appropriations Committee ? 

Mr. Green. I do such work as the minority members desire. 

Mr. Cuvuporr. And you are assigned, I presume, to Mr. Taber and 
other minority members, as the clerk of the committee, to do as they 
ask you to do? 

Mr. Green. That is so. 

Mr. Cuvuporr. Now, before you became minority clerk of the Ap- 
propriations Committee, what other work did you do? 

Mr. Green. Prior to that I was on the investigative staff of the Ap- 
propriations Committee. 

Mr. Cuvuporr. And how long were you with the Appropriations 
Committee altogether ? 

Mr. Green. I think since the early part of 1953 

Mr. Cuvuporr. And what did you do prior to becoming a part of 
the investigating staff of the Appropriations Committee ? 

Mr. Green. I was with the Defense Electric Power Administration. 

Mr. Cuvporr. And how long were you with them ? 
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Mr. Green. About 2 years. 

Mr. Cuuporr. Now, ould you take your employments back—when 
did you first go to work for the Government 

Mr. Green. In 193 

Mr. Cuuporr. And you have been with various governmental agen- 
cies from 1934 until the present time ? 

Mr. Green. No, sir. I was only with the Federal Power Commis- 
sion from 1934 until 1945. I resigned from the Federal Power Com- 
mission, and I went into private work between 1945 and 1950. 

Mr. Cuvporr. Whom dia you work for when you were in private 
work ? 

Mr. Green. My own organization. 

Mr. Cuvporr. What was that called ? 

Mr. Green. That was the Capital Dunbrik & Supply Co. 

Mr. Cuuporr. And what kind of business was that? 

Mr. Green. That was the manufacture of building materials and a 
certain amount of construction work. 

Mr. Cuuporr. You were in your own business until you went back 
to work for the Government ? 

Mr. Green. That is true. 

Mr. Cuuporr. You never worked for any private utility ? 

Mr. Green. About 25 years ago I worked on some construction work 
for a private utility, but since then I have not. 

Mr. Cuuporr. Now, I believe, Congressman Jensen testified on 
Tuesday that he secured your technical aid in preparing a pamphlet 
on The Facts about the Southwestern Power Problem as presented 
to the Congress and the country, which he presented before the Sub- 
committee on Public Works Appropriations, central section of the 
Committee on Appropriations, House of Representatives, in the 84th 
Congress, Ist session. Is that right / 

Did you help him with this 4 

Mr. Green. Yes, sir: I did. I gave him some technical help at 
his request. 

Mr. Cuuporr. Are you an engineer ¢ 

Mr. Green. Yes, sir. 

Mr. Cuuporr. What type of engineer are you ‘ 

Mr. Green. I am a civil engineer, with considerable electrical 
experience. 

Mr. Cuuporr. He requested that you help him with this pamphlet / 

Mr. Green. Yes, sir. 

Mr. Cuuporr. Now, were you requested by him in your capacity as 
minority clerk of the Appropriations Committee or in your private 

capacity as an engineer / 
Mr, Green. I would assume it was in my capacity as the minority 
cles k. 

Mr. Cuuporr. Were you the only one that worked with Congress- 
man Jensen on this pamphlet, or were there others? 

Mr. Green. That, I could not say. 

Mr. Cuvuporr. Did you ever have meetings with anyone other than 
Congressman Jensen on this pamphlet ? 

Mr. Green. No, sir. 

Mr. Cuvporr. And now, you say that you are a civil engineer with 
considerable electrical experience. What do you mean by ‘electrical 
experience ?” 
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Mr. Green. In connection with the construction and installation 
of hydroelectric plants, mill electrification, transmission lines and 
powerplant operations. 

Mr. Cuuporr. Where did you get that experience / 

Mr. Green. I worked for about 5 years with an engineering com- 
pany in Illinois, and did some work on municipal plants, pumping 
stations, and the like. I went from there to Charlotte, N. C., and 
worked with a consulting engineering firm there that did hydro- 
electric work and mill electrification. 

Mr. Ciruporr. Did they do hydroelectric work for private utilities? 

Mr. Green. I think they did work for both private and municipal 
utilities to the best of my recollection. 

Mr. Cuuporr. What was the name of that firm that you worked 
for ¢ 

Mr. Green. Mees & Mees, Inc. 

Mr. Cuuporr. Where are they located ¢ 

Mr. Green. They are not in existence at this time? 

Mr. Cuuporr. Where were they located at that time? 

Mr. Green. Charlotte, N.C. 

Mr. Cuuporr. What was the name of the company in Ilinois that 
‘ou worked for? 

Mr. Green. The Caldwell Engineering Co. 

Mr. Cuuporr. Are they in existence? 

Mr. Green. I think so, although Mr. Caldwell is dead. 

Mr. Cuuporr. Where are they located ¢ 

Mr. Green. Jacksonville, Ill. 

Mr. Cuvuporr. Were they any other companies that you worked for ¢ 

Mr. Green. I worked for the Fegles Co., Ltd., of Minneapolis, 
Mnin., on a large hydroelectric project in Texas. 

Mr. Cuuporr. How long did you work in Texas? 

Mr. Green. About 2 years. 

Mr. Cuvporr. Do you remember the name of the company? 

Mr. Green. I just gave one of the names. Prior to that I worked 
about 4 or 5 months each, I believe, for the Texas Electric Service Co. 
and the Texas Power & Light Co. That was in the early 1930 or 
1931, and that was the last direet connection that I have ‘had with 
any utility company. 

Mr. Cuvuporr. Now, Mr. Green, there are some very interesting 
facts in this Jensen p: amphlet and I was just wondering how you were 
able to help Congressman Jensen with these facts, if you never worked 
in any of the States in the Southwestern Power area. 

Mr. Green. Well, for 11 years I was with the Federal Power Com- 
mission on power supply and requirements work. 

Mr. Cuvporr. Did you do any work in the Southwest Power area? 

Mr. Green. The work covered all the countr V, sir. 

Mr. Cuuporr. And, that was when ? 

Mr. Green. It was the period of my entire employment with them. 

Mr. Cneporr. Would you give us the dates ? 

Mr. Green. 1934 to 1945. 

Mr. Cuvporr. But, since 1945 you have not been with the Federal 
Power Commission ? 

Mr. Green. No, sir. 

Mr. Cuvporr. So that any facts that you might have learned would 
be back in 1945 ? 
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Mr. Green. I do not see that that follows, sir. 

Mr. Cuuporr. If you left the Federal Power Commission and 
worked in the Southwest from 1934 to 1945, and this pamphlet was 
given before the Appropriations Committee in 1955, 10 years would 
have elapsed since the date that you worked with the Southwset 
Power. 

Mr. Green. But, there has been considerable information and mate- 
rial furnished to the Appropriations Committee in connection with 
their hearings in regard to these matters which I have had access to. 

Mr. Cuuporr. So, all these facts that you helped Congressman 
Jensen with, you got as a result of them being submitted to the Ap- 
propriations Committee in the course of their hear ings over the time 
that you were with the committee / 

Mr. Green. Or direct information which was obtained through 
requests made by one or the other Congressman. 

Mr. Cuvuporr. Did you get the information for Congressman Jen- 
sen so he could set it forth in his pamphlet ? 

Mr. Green. I had information that made that possible. 

Mr. Cuuporr. You had information ¢ 

Mr. Green. Yes, sir. 

Mr. Cuuporr. Where did you get the information ? 

Mr. Green. Well, part of it came from the Department of Agri- 
culture, the Rural Electrification Administration and direct informa- 
tion furnished to Mr. Taber, and other information was taken from 
published reports and hearings. 

Mr. Cuvuporr. Did you get any other information directly from any 
of the 12 private power companies in the Southwest Power area ‘ 

Mr. Green. I do not believe so in connection with this particular 
pamphlet. 

Mr. Cuvuporr. Well, that is not a very definite answer, Mr. Green, 
when you say “I do not believe so.” Either you did or you did not. 

Mr.Green. Well 

Mr. Cuupborr. Now, if you didn’t, say that you didn’t, but if you did, 
I _ like to know where you got the information. 

Mr. Green. Well, I have obtained information that was furnished 
in some instances to the Appropriations Committee which came from 
the private power companies all over the country. 

Mr. Cuuporr. Did any of the information come from any of the 
utilities in the Southwest Power area? 

Mr. Green. Other than through that means? 

Mr. Cuuporr. Yes. 

Mr. Green. Not to my knowledge. 

Mr. Cuvuporr. So that all the information in this pamphlet came out 
of the files of the Appropriations Committee in the course of _— 
investigations and requests see power companies all over the Na- 
tion—private power companies / 

Mr. Green. And such other published inform: ition and direct ma- 
terial obtained from Government agencies. 

Mr. Cuuporr. Did you write this pamphlet, or did Congressman 
Jensen write the pamphlet ? 

Mr. Green. I assisted Congressman Jensen in the technical aspects 
of it. 

Mr. Cuuporr. So that most of the technical aspects of the pamphlet 
area credit to your authorship 4 
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Mr. Green. I would think so; yes. 

Mr. Cuuporr. This statement was given before the Appreprittee 
Committee some time in 1955. When did you first learn of the inten- 
tion or interest of the private utilities in the Southwestern Power area 
in reprinting Congressman Jensen’s statement ¢ 

Mr. Green. I never heard about it until the pamphlet was printed. 

Mr. Cuuporr. How did you hear about it ? 

Mr. Green. I think Mr. Jensen gave me a copy of it. 

Mr. Cuvuporr. Did he tell you who had printed it ? 

Mr. Green. No, sir. 

Mr. Cuuporr. Do you know anything about the distribution of these 
pone to all Members of Congress ? 

Mr. Green. I believe Mr. Jensen mentioned the fact that he in- 
tended to send one to each member. I do not know whether that was 
prior to or after. 

Mr. Cuuporr. But you know nothing whatsoever as to who printed 
this pamphlet / 

Mr. Green. Ido not. 

Mr. Cuuporr. And you do not know how it was printed ? 

Mr. Green. No, sir; I do not. 

Mr. Cuvuporr. Nor where it was printed ? 

Mr. Green. No,sir. 

Mr. Cuuporr. How it was distributed ? 

Mr. Green. No, sir. 

Mr. Cuuporr. How many copies were distributed ? 

Mr. Green. No, sir. 

Mr. Cuvuporr. I presume that you have read this pamphlet, and 
know of it, Mr. Green ? 

Mr. Green. L read the original hearing report. 

Mr. Cuvporr. I wonder if you could mark for the committee, the 
parts of this pamphlet that you actually prepared. 

Mr. Green. Tam sorry. That would be almost impossible. 

Mr. Cuuporr. So far as you know, you can tell this committee noth- 
ing at all about this pamphlet other than you helped to prepare it ? 

Mr. Green. That is all. 

Mr. Cuuporr. Do you have any questions, Mr. Moss? 

Mr. Moss. No; I have not. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I believe not. 

Mr. Knox. May I ” a question ? 

Mr. Cuuporr. Oh, I did not see you. I am sorry. You came in 
so quietly. Surely. 

Mr. Knox. Mr. Green, how long have you been with the House 
Appropriations Committee ? 

Mr. GreEEN. Since early 1953. 

Mr. Knox. You are the minority cleark ? 

Mr. Green. [ am the minority clerk. 

Mr. Knox. In your employment as the minority clerk your purpose 
is to serve the members of the minority; is it not? 

Mr. Green. That is right. 

Mr. Knox. You felt that it was a duty that you must perform at 
the request of a member of the minority when they requested that you 
assist Mr. Jensen with this report ? 
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Mr. GreEN. That is my understanding, that I am to perform what- 
ever requests they make. 

Mr. Knox. I concur in your views in that matter. The question of 
the report was originated by Mr. Jensen / 

Mr. GREEN. Yes, sir. 

Mr. Knox. After he developed the report, then he asked you for 
technical assistance in drafting it. and information relative to your 
knowledge of the operations of the Southwestern Power Administra- 
tion ? 

Mr. GREEN. Yes, sir. As I remember, he wanted to look up some 
iférination, It was a continuing operation. 

Mr. Knox. You have never been censored by the minority members 
of the committee for your operations with Mr. Jensen ¢ 

Mr. Green. No, sir. In fact, I was given instructions by Mr. Taber 
to assist any of the minor ity members to the best of my ability anyway 
they felt that I could be of service in getting them the facts. I have 
never been asked to get other than the facts, and I gave the facts as I 
found them. 

Mr. Knox. Thank you, Mr. Green. 

That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Green, I do not want anybody to get the idea 
that we are trying to show that you were not wor king in your capacity 
as clerk for the minority. Nobody is insinuating that you are not. 
We feel that you have satisfied—me, anyway—that you certainly 
prepared this pamphlet, in your capacity as minority clerk, and 
helped Congressman Jensen set it up, so he could make the statement 
in front of the Appropriations Committee. 

What we are trying to find out is who printed the pamphlet, 
where it was printed, who paid for it, and how it was distributed. I 
assumed that you could help us, but you say that you cannot help 
us, and I have no other reason to believe if you could help us, but 
what you would. 

Mr. GREEN. I could not help you there. 

Mr. Cuvporr. We do know one thing: Congressman Jensen did tell 
us that somebody from some power company in the Southwest called 
him on the telephone and said “do you have any objection to us re- 
printing the pamphlet?” and he said “No; I have no objection.” 

I asked him who it was, and he said he couldn’t remember, and he 
does not know. We know that. 

Mr. Green. That is the extent of my knowledge. 

Mr. Cuvuporr. We know that many hundreds of thousands of these 
pamphlets were distributed all over the Southwest, and we are very 
anxious to find out who printed these pamphlets, and who paid for 
them, for this reason : 

The Lobbying Act provides that anyone spending more than $10 
for the purpose of preparing pamphlets, periodicals or newspapers 
for the purpose of influencing legislation must report to the Clerk 
of the House of Representatives in accordance with the law. 

We feel that a substantial amount of money—I do not want to say 
“we,” but. I want to say I feel that a substantial amount of money 
was spent—many thousands of dollars—for printing this pamphlet 
and distributing it in the Southwest, because it is a pamphlet that 
sets forth one side of the power problem, and it is a very excellently 
prepared pamphlet. I feel there is freedom of speech in this country 
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and the persons distributing it had every right and privilege to dis- 
tribute it, and I have no quarrel with that, but since it is a pamphlet 
for the purpose of influencing the Congress in its legislation, there 
should be a report made and that is why we are anxious to find out 
who paid for it, and why a report was not made in accordance with 
the Lobbying Act. 

I want to thank you, Mr. Green, for coming before the committee. 
We appreciate your coming here. We thought we were going to 
have a little bit of trouble. 

Mr. Green. I am sorry I cannot help you. 

Mr. Cuvporr. I knew that when we asked you to come, you would 
be here. Are there any futher questions, gentlemen ? 

(No response. ) 

Mr. Cuuporr. That is all, Mr. Green. 

Mr. Green. Thank you, Mr. Chairman. 

Mr. Cuuporr. The committee will now recess until 2 o’clock this 
afternoon, at which time we will meet in executive session until 2:3 
and following that executive session, we will hear Mr. Blalock and 
try to conclude this testimony this afternoon in this room. 

Thank you, Mr. Green. 

(Thereupon, at 11:45 a. m., the subcommittee recessed, to reconvene 
at 2:30 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will come to order. We will 
continue at this time with the testimony of Dr. Blalock. 

I want to take this opportunity to thank the witness for being so 
kind and considerate in allowing us to hear other witnesses who could 
not wait until we could get tothem. It was very nice of you. I would 
like you to continue where you left off at the last hearing in which 
you appeared. 


FURTHER STATEMENT OF HENRY W. BLALOCK, SR., SILVER 
SPRING, MD., SPECIAL ASSISTANT TO THE MANAGERS OF THREE 
GENERATING AND TRANSMITTING COOPERATIVES 


Mr. Buiatock. Mr. Chairman, I have been very happy to meet the 
convenience of the committee. It certainly has been no inconvenience 
to me to delay continuing my testimony until this time. 

I would like to say before I resume where I left off, Mr. Chairman, 
that the generating and transmitting cooperatives published a pamph- 
let entitled, “Local Power Partnership in Reverse,” with a subtitle of 
“Farmers Fight to Restore Partnership Arrangement with Interior.” 

This was published under the names of Central Electric Power 
Cooperative, Jefferson City, Mo.,and Western Farmers Electric Coop- 
erative, Anadarko, Okla. 

It was published by the National Rural Electric Cooperative Asso- 
ciation for its two members. 

Mr. Cramrman. I had some part in the preparation of this pam- 
phlet. I cooperated with these two cooperatives whom I work for in 
its preparation. We think it is a very fine pamphlet. We think it 
sets out the power situation in the Southwest correctly, and we believe 
it is very factual. We tried to make it objective. 
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Mr. CuarrMan. I am forced to say there has not been a path beaten 
to our door by 12 utility companies in the Southwest seekimg per- 
mission to reproduce it and give it wide distribution over the country. 
As a matter of fact, so far as I know, we have not been approached 
at all with respect to permission to duplicate this pamphlet by the 
private power companies. I have some extra copies here if any of 
you desire to have a copy. 

Mr. Cauporr. I would just like to comment: I have not read the 
pamphlet but I intend to read it. I do not think there is any question 
who printed it and paid for the printing because right on the pam- 
phlet there is the name—Central Electric Power Cooperative and 
Western Farmers Electric Cooperative. There is no secret about who 
printed this pamphlet, or who is distributing it. 

Mr. Buatock. There is no secret. We had 5,000 copies of these 
printed up and about 4,500 copies have gone out. One copy was sent 
to each Member of Congress. The remainder of the copies were sent 
to board members and managers of cooperatives in the Southwest. 
There was no general public distribution made of it because we could 
not afford it, and we did not have sufficient copies for that. There 
may have been some given upon request to the general public, but 
certainly the circulation of it was very, very limited. 

We did publish this pamphlet in brief by merely taking the cover 
and summary statement in the front part. We had 13,000 copies of 
that printed. Most of those have gone out to the members of the 
board of directors of the cooperatives throughout the United States. 
To my knowledge, that was the extent of the distribution of it. 

It was prepared and published under the names of these two co- 
operatives here at the bottom of the cover of the pamphlet. 

Mr. Jonas. May I ask a question? When was it prepared and pub- 
lished? I do not see a date on it. 

Mr. Briatock. To the best of my knowledge, about the first of May 
of this year. It may have been a little later or a little earlier, Mr. 
Jonas. I am not sure, but approximately that. 

Mr. Jonas. Do you know what it cost? 

Mr. Buartock. Not exactly. The cost was about $500 or $600. 

Mr. Jonas. Did I understand you to say that it was prepared under 
the auspices of the two cooperatives listed on the cover sheet, but was 
not published by them? 

Mr. Buarock. It was published by the national association and 
those two cooperatives are members of that association. 

Mr. Jonas. You mean the National Association of 

Mr. Biatock. Rural Electric Cooperatives. 

Mr. Jonas. That is the association of which Mr. Clyde Ellis is 
manager ? 

Mr. Buatocr. That is correct, sir. 

Mr. Jonas. That is all. 

Mr. Austin. To clarify the record on that, who was the author 
of this pamphlet? 

Mr. Bratock. It was issued 

Mr. Austin. Who wrote it? Who wrote the pamphlet? 

Mr. Biatock. I had a considerable part in the preparation of the 
material for it. It, of course, was edited by the managers of these 
two cooperatives and certain members of the staff of the national 
association who gave assistance in preparing it. 
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Mr. Austin. I just wanted to bring it out. I just wanted to bring 
out that it was prepared by them with a little help from their group. 

Mr. Jonas. This has really no point, I suppose, but why is it that 
only two of the cooperatives that you work for sponsored it? I think 
that you said that you worked for three. I see only two listed here. 
Is there any reason why the third one did not participate ? 

Mr. Briatock. At that time the third cooperative was negotiating 
with the Kansas City Power & Light Co. for a contract t and had not 
fully determined then whether it was at that time going to come in and 
ask for reactivation of its contract with the Government. <A little 
later, however, it did decide to come in and ask for reactivation of 
the contract and to my knowledge they are in full accord with the 
statements in the pamphlet. 

I would like to call the committee’s attention to a statement inserted 
in the hearings of the Subcommittee on Appropriations for the House 
in central section, part 3, page 875, by its chairman, Mr. Clarence Can- 
non. The statement is a reply, or a response to a statement by Mr. 
Jensen, which appears ahead of it in the hearings, and also which was 
the subject of the pamphlet under discussion before the committee 
at its last meeting. 

Now, Mr. Chairman, before taking up my testimony where I left 
off, there is one other matter that comes up that I believe should be 
called to the attention of the committee. I was called by one of my 
managers last evening from Oklahoma and he reported that they had 
been in session with the officials of the Southwestern Power Admin- 
istration in Tulsa, Okla., during the first part of this week looking 
toward reactivation of the contracts they have with the Government. 
One of the problems in connection with that, of course, is the supply 
of power, not only for G. and T. cooperatives, but also for the municipal 
systems and other preference customers in the area. They are in dire 
need of an additional power supply, and it was thought upon reactiva- 
tion of these contracts and Southwestern Power Administration com- 
ing into the output of the three steam generating plants owned by 
the G. and T. transmission cooperatives, that there would be snake 
power for the Government to meet the load growths of the preference 
customers in the area. The Western Farmers Cooperative contractu- 
ally has a right to 30,000 kilowatts of power. They have advised the 
SPA their summer peak will likely exceed that and they would like 
to obtain all of their power supply from SPA. A situation has de 
veloped this week, I am advised, where 1 of the new generating 
plants of the Oklahoma Gas & Electric Co., 1 unit of 66,000 kilowatts, 
I believe, located at Sulphur, Okla., has been put out of operation by 
some mechanical trouble, I suppose. I am not informed as to just 
why, but it was reported to me this plant would be out of operation 
for a period of approximately 120 days. 

The manager was advised on Monday of this week Southwestern 
Power Administr: ation picked up 40,000 kilowatts of the Oklahoma 
company’s load with Government hydro and on Tuesday picked up 
80,000 kilowatts of Oklahoma Gas & Electric Co.’s load with Govern- 
ment hydro. 

It appears that from information I have the Government intends 
taking care of the summer peaks of the Oklahoma company and is 
going to decline to take care of the load growth and power demands 


2 : S 
of the preference customers in Oklahoma. 
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Mr. Chairman, it is most regrettable when a company, or anyone, 
loses a generating plant, and that can happen to anybody. It is most 
unfortunate for it to come particularly at a period of the year when 
loads are at their peak, as in the summer in that hot Southwest coun- 
try. And certainly, Mr. Chairman, the Government should do every- 
thing it can to come to the relief and assistance of the company that 
meets with such a disaster as that. 

But, Mr. Chairman, under the law, the Government has its first 
obligation to the preference customers in the Southwest, and disaster 
or no disaster, it is its obligation to meet the requirements of those 
preference customers. I trust that in the Southwest the Govern- 
ment will first meet its obligations to its preference customers and 
provide the load growth on the systems of the municipals and the 
systems of the cooperatives and the generating and transmission 
and Federal Government loads which it serves in the area, and then 
if there is any power left, do all within its power to aid and assist 
the company in the disaster to its plant. 

Mr. Jonas. May [ interrupt? You say that you got that infor- 
mation last night / 

Mr. Buiarock. That is right; in a telephone call. 

Mr. Jonas. That is, that the steam plant had gone out ? 

Mr. Buatock. There had been some difficulty at the steam plant and 
they had been advised it would be something like 120 days before 
it could be put back. 

Mr. Jonas. Did you discuss this today with the Department of the 
Interior, or Southwestern Power? 

Mr. Briatock. No, sir. 

Mr. Jonas. It concerns you very much ? 

Mr. Bratock. It does; yes. 

Mr. Jonas. It affects one of the companies for which you work / 

Mr. Biatock. One of the cooperatives. 

Mr. Jonas. It is now 3 o’clock and you have known this all day, 
but you have not undertaken to try to verify it with the Interior 
Department, or asked about it? 

Mr. Buatock. I have not. I have not been instructed to do so. 

Mr. Cuuporr. It is not quite possible the local authorities where 
this situation exists have taken up the problem of the Southwestern 
Power Authority through their regional offices? 

Mr. Buavock. Those matters generally are handled in the local area 
by the Administrator. 

Mr. Jonas. Do you not discuss problems of this sort with the Wash- 
ington office of Southwestern Power and the Department of the 
Interior all the time ? 

Mr. Buiarockx. Well, of course, Southwestern Power does not have a 
Washington office any more. All matters concerning the Southwestern 
Power are handled by Assistant Secretary Aandahl’s Office. 

Mr. Jonas. I suppose the only answer I need to my question is 
you have not today made any effort to get in touch with the Depart- 
ment of the Interior to find out the facts / 

Mr. Brarock. I have not. 

Mr. Moss. Mr. Chairman, in the normal course of events, would 
you make such an inquiry of the Department without instructions 
from the cooperatives ? 
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Mr. Brarock. Not without a request from the managers because 
they handle those things generally from the field, and if they want me 
to handle the matter at the Washington level they instruct me to do so. 

Mr. Moss. And they have not so instructed you / 

Mr. Buartock. That is right. 

Mr. Jonas. But you felt it proper to volunteer the informatio. 
to this committee without instructions. 

Mr. Briarock. I thought that it was information that the commit 
tee should have ; yes. 

Mr, Cuuporr. Dr. Blalock, if the information you gave us today 
is of such importance and it is not worked out between the South 
western Power Administration and the cooperative in question, by the 
time we get to Springfield, Mo., which will be the end of August, 
then of course the people affected can come to the hearings and 
= us about it. I hope that we will be able to hear from you 

‘from the cooperative out there that has the problem, that. it is al! 
ae aightened out, I am sure everyone will go along and try to co- 
operate with you so that the people in that particular area will not 
suffer from the want of electric current. 

Mr. Briatrock. Thank you, Mr. Chairman. I am sure that it can 
be worked out. I do not want to be misunderstood. I think that the 
Government should aid and assist its neighbors when they are in diffi- 
culty ; likewise, they should aid and assist the Government when it is 
in difficulty. 

Mr. Cuuporr. I do not think in the history of our country where 
1 situation like that has arisen that the Government has ever refused 
to help an area that needed help, either in a situation like that or 
where some disaster has struck. 

Mr. Austin. Mr. Blalock, is it not true your companies in SPA 
and the cooperatives are all fairly well intertied in the Oklahoma 
area so that power can flow from one to another? 

Mr. Briatock. Oh, yes. 

Mr. Austin. Through one company even toa third / 

Mr. Biatock. Yes. 

Mr. Austin. If I understand you correctly, you stated that the 
rural electrics and municipals were told they would have to get their 
summer peaking power to meet their current needs elsewhere because 
SPA would not have it. Where else would they go for that power! 

Mr. Bratock. The only other source, of course, would be the private 
companies operating in the area 

Mr. Austin. If the private companies operating in that area have 
power available then to supply the municipals and the rural electrics, 
would they not also have the power available to supply O. G. & E., 
which is the company with the plant that is incapacitated ? 

Mr. Brarock. There is a little more to it than that. Mr. Austin. 
Of course, the sum total of power will be the power of the companies 
and the Government and the cooperative systems in the area. But 
this power that the Southwestern Power Administration is selling 
to the company is called excess power under the Oklahoma contract 
and is sold at a very low rate. Asa matter of fact, it is sold on a day- 
to-day charge for capacity of 4% cents per kilowatt, and a mill and a 
quarter for ‘the energy. Now, assuming that a company is going to 
need that for 5 days a week, 10 hours a “day, for peaking, they would 
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use 200 hours per kilowatt per month, and if you apply the rate you 
would find that they would be paying about $1.15 per kilowatt per 
month, or $13.80 per kilowatt per year. That is exceedingly low, es- 
pecially for power that you demand when you need it and shut it off 
when you do not need it, and take it right on your summer peaks 
and not have to pay a capacity charge for the remaining 12 months 
of the year. So it would be a most favorable purchase, and the com- 
panies can turn around and sell that back to these municipals or the 
cooperatives, at a very much higher rate than they would be able to get 
it from the Government. Does that answer your question / 

Mr. Austin. I think so, but may I follow one step further to be 
certain of my understanding of it / 

Do you mean by that it would be impossible under a situation such 
as the one you have described for the Government to sell this power at 
a relatively low cost to the O. G. & E., which would in turn then sell it 
to the rural electrics and municipals because they would have no other 
source to go to for their power at quite a considerable markup ¢ 

Mr. Buarock. That is quite likely. That was the point that I was 
making, Mr. Austin. 

Mr. Austin. Thank you. 

Mr. Cuuporr. Any further questions 4 

Mr. Jonas. Perhaps Dr. Blalock knows this: When was the 
O. G. & E. contract signed / 

Mr. Buatock. That is known as the Oklahoma contract. There are 
two companies involved in it. 

Mr. Jonas. The one that had the breakdown ? 

Mr. Buatock. Yes. 

Mr. Jonas. It has a contract with Southwestern Power ? 

Mr. Buatock. That is right. 

Mr. Jonas. Of what duration / 

Mr. Biarock. It was signed on July 13, 1950, according to my notes 
here. I believe it is a 20-year contract. 1 have not looked up the term 
right recently. 

Mr. Jonas. You do not know whether under that contract there is an 
obligation on the part of Southwestern Power to take care of a situa- 
tion such as you described ¢ 

Mr. Buarock. No, sir, there is no obligation. The contract does 
provide that when the Government has excess capacity and energy, 
and by excess they mean over and above all their commitments and 
requirements, and that would only be when there is an excess of water. 
water coming down due to very heavy rains, then they can sell that 
excess capac ity on a day-to-day basis because they never know when 
they are going to have 1 day, 10 days, or 30 days in succession. 

Mr. Jonas. And that is what they are doing in this case / 

Mr. Biarock. And now it so happens that they are picking up, as I 
understand it, this situation by selling them excess capacity and energy 

as provided in the Oklahoma contract. 

Mr. Jonas. That is all. 

Mr. Austin. Who decides whether capacity and energy are excess 
or not excess? Is that a matter that can just simply be determined 
by a mathematical formula, or is that a matter of determination by an 
individual ? 
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Mr. Brarock. I do not believe it is determined altogether by 
formula. They do have rule curves or formulas for operating the 
reservoir so as to get the maximum output out of them. But it is 
very largely a matter of judgment on the part of Government officials 
by determining when the large quantity of water is coming down the 
stream, the condition of the reservoir at the time, and they try to 
avoid spilling any water. They attempt to run all the water possible 
through the generators so as to get the maximum amount of power, 
and so, when it looks as if the reservoir is going to overflow and they 
will have to spill and waste water, then they try to run as much of the 
water through the generators as possible, and for a period of time 
they have what is known as excess ¢ apacity and excess energy. Usually 
it is of a rather short duration unless the heavy rains are sustained. 

Mr. Moss. Is not your point, though, that even under the Oklahoma 
contract where the two utilities are entitled to buy this excess power, 
that the present situation is that the preference customers have a need 
for the power: therefore, it is not excess ? 

Mr. Buarock. Certainly it would be unusual for excess to last 120 
days, the period in which it would take to get the plant back. 

Mr. Moss. It is more in the nature of firm power? 

Mr. Buarock. Exactly, sir. 

Mr. Cuvporr. Mr. Knox, do you have any questions ? 

Mr. Knox. No. 

Mr. Buiatock. When | left off I was attempting to show that by 
demonstration there has been a method used of marketing this power 
in the Southwest which produces the maximum amount of power for 
the preference customers and the maximum amount of revenue for 
the Government, or stating it in reverse, the lowest rates possible for 
selling this power. That occurred when the Grand River Dam was in 
vperation. As I related before, the Government had taken this proj- 
vet over, the Federal Government. It was a project built by an Okla- 
homa State authority with a loan and grant under, I believe, the old 
PWA Act. This power, as I related, was being sold at a very low 
cate and the State authority had run into financial difficulties and was 
unable to meet its obligations to the Federal Government under the 
law. And the Federal Works Agency sent Mr. Douglas Wright, the 
present Administrator of Southwestern Power, down there to take 
the project over. He immediately canceled out the excessively low 
rates that were being paid for this power and entered into new con- 
tracts with the company. This was a war period. Everybody was 
had pressed for power, and if I may, I will resume reading a state- 
ment which I was reading when we closed at the last meeting. 


Now, as war continues, it is very important. 


Iam now quoting from Mr. Wright at page 396 of the hearings be- 
fore the House Subcommittee on Appropriations, first supplemental 
national defense appropriation bill for 1944. 

My plant alone generated 6,900,000 during the month of September, but I 
delivered to the war industries 29,000,000. 


He is speaking of kilowatt-hours there, of course. 


Due to this partnership arrangement. If I had not done that and had not 
had this hydro capacity to carry those peak loads at noon every day when the 
load is high and everybody's machine is running wide open—you will see here 
how it eases off as the load eases down. 
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Apparently he was pointing to a chart. 

If I had not had the machinery to do that, the power companies could not have 
sold their steam plants’ idle time during the year, which is what they did. In 
fact, my reservoir stores not only my own water, but when I do not have any 
water, I put the power company’s coal in that reservoir, and I act as a storage 
battery for that whole area. And I think it is a team that cannot be beat. 

The project had a gross revenue of $1,595,000 during the last fiscal year, and 
had operating expenses of $377,000 without a debt service charge. The debt 
service, including interest, was about $571,000, making a total charge against 
the project for the last fiscal year of $948,000 with revenues of $1,595,000 to 
defray those charges. 

Then again in 1945 House hearings, at page 170, he said: 

In the last year we experienced a terrific drought on the Grand River but 
have gone through and delivered our entire load commitments. Our average 
load now from the plant is about 55,000 kilowatts. We have a total installed 
capacity of 60,000 kilowatts, and we are running peaks of better than 59,000 
every day. The plant is now continuing that form of operation. 


And during that same hearing the following colloquy took place. 
Mr. Johnson— 

and he was chairman of the committee of Oklahoma— 

Has your arrangement with the private companies been satisfactory? 


Mr. WricH?. Entirely satisfactory, and the Oklahoma companies have con- 
tacted me with a view of continuing arrangements after the war. 


So, Mr. Chairman, here was a situation that paralleled what I was 
trying to develop in the early part of my statement, that in the South- 
west you have hydro plants that do not have enough water to firm 
up the capacity in them to handle loads. Even with the storage in 
the reservoirs, you cannot firm up or handle loads with but a small 
part of the capacity. 

On the other hand, you have power companies that have large 
quantities of off-peak steam energy, and if you put the two together, 
the hydro can be put on some 6, 7, or 8 hours a day and save millions 
of dollars of investment of private companies in plants that will be 
used for only a short period of time for peaking, if in the other 
hours of the day the private companies will give back to the Govern- 
ment out of their steam plants this off-peak energy to firm up the 
capacity in the Government’s plants. In that way, Mr. Chairman, 
you are able to sell to preference customers a great deal more of this 
capacity than you could if you operated alone. But if you enter into 
a contract with the companies and give them all of your capacity and 
all of your energy over a few hours of the day and then they only give 
back to you in the other hours of the day the energy you have given 
them in a short period of time, all they are doing is replacing energy. 
They are not firming up any capacity. 

You could handle’ just as much load without them as you ean with 
them, but if they will take this and will give back to you more 
energy than you give them, then with this extra energy you can firm 
up some of the capacity that you could not firm up by yourself and 
you are able to handle loads with it, and that is the kind of arrange- 
ment that they had at the Grand River Dam Authority, and that is 
the kind of arrangement, Mr. Chairman, that was so successful finan- 
cially and enabled them to reduce the rates at Grand River by 20 
percent and to be able to turn back at the end of 4 years between $3 
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million and $4 million into the treasury of the Grand River Dam 
Authority. 

Mr. Jonas. Would it bother you for me to interrupt you at that 
point ? 

Mr. Cuuporr. That is perfectly all right. Go right ahead and 
ask questions. 

Mr. Jonas. Is that the sort of contract—the one you have described 
as an ideal partnership arrangement—that Southwestern made with 
the Oklahoma companies ? 

Mr. Buatock. Well, the principal fault I find with the Oklahoma 
contract is in the financial end of it. The arrangement whereby the 
Government puts its power into the companies’ systems and is able 
to withdraw power from the companies’ systems to serve cooperatives, 
I find no great fault with that, provided 

Mr. Jonas. This partnership arrangement is in the Oklahoma con- 
tract ? 

Mr. Biarock. It is a form of partnership arrangement. 

Mr. Jonas. I mean one similar to the Grand River one. 

Mr. Briavock. But the financial results are quite different. 

Mr. Jonas. What about the Reynolds Metals contract? Is that 
the sort of contract you have described as ideal, the Grand River 
type? 

Mr. Buatock. No, sir; it is not similar to it. It is a different type 
contract altogether. 

Mr. Jonas. It does not provide these safeguards that you have 
described as existing in the Grand River situation ? 

Mr. Buiarock. The Government does not get any firming power 
back out of the company under the aluminum contract to firm up 
any capacity. 

Mr. Jonas. It does not get back any at all? 

Mr. Buatock. That is right, sir. 

Mr. Jonas. It is a 30-year contract ? 

Mr. Buatock. I believe it is; yes, sir. 

Mr. Jonas. And takes over 50 percent of the entire hydro capacity ; 
does it not? 

Mr. Biatock. No, sir; the commitment there is 150,000 kilowatts. 

Mr. Jonas. Prime power? 

Mr. Biatock. No, sir; peaking power with 200 hours per month. 

Mr. Jonas. What about secondary power ? 

Mr. Buatock. There is a commitment on secondary power; yes. 

Mr. Jonas. Mr. Karns testified there was a free gift of about 25 
million kilowatts or some enormous amount to the Arkansas company 
of secondary power, which made it impossible for western farmers to 
get any secondary power; is that correct? 

Mr. Buavock. Certainly the aluminnm contract absorbs a_ tre- 
mendous amount of energy which the Government needs to firm up 
the unfirm capacity in its contracts. 

Mr. Jonas. That is all at the moment. Off the record. 

(Discussion off the record.) 

Mr. Knox. Mr. Chairman, may I be excused? I have a request to 
be on the floor. 

Mr. Cnuporr. Of course. 

Mr. Austin. Mr. Chairman, since we have raised a question on 
these matters, may we pursue them a little further? 
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Mr. Cuuporr. Surely. 

Mr. Austin. I believe Congressman Jonas asked you how this 
Oklahoma Co. contract differed from the Grand River Dam contract, 
which you felt was an admirable one, and I do not believe you had 
quite finished your answer as to what that difference was. What 
is that difference there? 

Mr. Buatock. The principal difference is that the Government does 
not get any firming, or a very small amount of firming energy out of 
the Oklahoma contract. They could serve just as many customers, 
preference customers, without the Oklahoma contract as they could 
with it, provided they had the transmission lines to carry the power 
out to the Joad. 

Mr. Austin. And the Grand River Valley Dam Authority con- 
tracts were for some furnishing back of power by the companies to 
the Grand River Dam Authority; is that right? 

Mr. Buarock. Yes. Mr. Wright was stating in the quote that I 
read that he had 60,000 kilowatts installed at Grand River and was 
selling to firm customers 55,000 kilowatts. That would mean in a 
wet year maybe he would not have to buy so much energy, but in a 
dry year, as he indicated, he had to buy a great deal of energy. And 
if any unit broke down he had the bac ‘kup of the companies to come 
in and take care of a broken-down unit. Likewise, he did the same 
for them. 

The principal difference is that under the Grand River Dam con- 
tract he was getting a lot of off-peak energy so that he was able to 
iirm up almost the entire capacity in one project, the Grand River 
Dam project or Pensacola project, and sell that to his customers as 
firm power. He was buying this off-peak energy at 3 mills and he 
was Selling that intermingled and integrated with his hydro at 5 
mills. That became so profitable that he was able to reduce the rate 
20 percent and even then when the Federal Government withdrew 
from that project they were able to turn it back to the State with a 
substantial financial backlog. 

Mr. Austin. The Aluminum Co. contracts have been mentioned. In 
vour thinking, for the rest of your report, are you going to mention 
the Aluminum Co. contract? If so, I will not question you on that 
now. 


Mr. Buavock. Yes. 

Mr. Austin. Then we will just leave it until such time as that. 
My question will probably be taken care of. If not, I will ask it later. 

Mr. Bravock. Well, subsequent to the Pensacola or Grand River 
Dam experience it was not very long until two federally owned 
projects came in. These were known as Norfork on the North Fork 
River in north central Arkansas and the Denison project on the Red 
River between Texas and Oklahoma. These two projects were turned 
over to Mr. Wright and the Grand River Dam Authority and shortly 
thereafter the Southwestern Power Administration was created. 

In 1946 the Pensacola or Grand River project went back to the 
State. 

And subsequently other projects were completed and brought into 
the Southwestern Power system. 

The next period of marketing shifted to integration contracts with 
the companies. Southwestern Power Administration had deve ‘loped 
a comprehensive plan for power marketing. It ran into difficulty 
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with its plan in the Congress. The private companies in the area 
opposed it vigorously. They made offers and counteroflers to pur- 
chase the entire output of these projects in the Southwest. The 
Government had to abandon an independent Government system of 
its own transmission lines and facilities for marketing this power 
and began to negotiate with private companies in the area to utilize 
their facilities for getting this power out from the dams to the prefer- 
ence customers. 

Mr. Jonas. I wonder if you would identify the year. When did 
this happen that you are talking about now? 19474 19487 19497 

Mr. Buavock. This began to develop in 1946 and 1947, along in that 
period. 

As a result of this the Texas contract was signed on April 4, 1947; 
the Oklahoma contract in July of 1950; the Narrows contract in 
December of 1950; and the Aluminum contract in January of 1952 

At the same time that these contracts were being negotiated con 
tracts were worked out with the generation and transmission coopera- 
tives. Now, in these contracts which I have mentioned with the pri- 
vate companies the fundamental tenets of section 5 of the Flood 
Control Act were adhered to. There still was an effort being made by 
utilizing the companies’ systems to get this hydro power out to the 
preference customers. They did abandon plans for building an in- 
dependent Government-owned system, but they did not com- 
pletely abandon a utility responsibility in getting this power out to the 
customers. 

However, in these contracts the companies drove a hard bargain to 
accomplish several things. One was to not firm up any capacity of 
the Government; in other words they did not want the Government 
to have any more power to sell after the contract than it had before. 
Secondly, they of course wanted to get as good a deal for themselves 
financially as they could. And they wanted to limit and restrict the 
movement of this power so that the Government would not have a free 
hand to sell this power in their areas. 

Now, the contracts, in my judgment, that came closest to being in 
accordance with the law were the contracts with the G. and T. co- 
operatives. In these contracts they did get their power firmed up. 
Southwestern Power Administration was getting the entire output 
of three steam generating plants and could take this thermal generated 
energy and, combining it with hydro, dispatch it in such a way that 
it would be of maximum value to them in their marketing program. 

Southwestern Power Administration was also coming into the use 
of the full capacity of transmission lines to get this power out to 
its market in the area. So through the G. and T. contracts they were 
able to get thermal power which they needed very badly to put with 
their hydro capacity to firm it up so that they would have more power 
to sell, and they were also getting the vehicle by which they could get 
this power out to the preference customers; namely, transmission lines 
of the G. and T. cooperatives. 

Now, in the contracts with the companies they got a very limited 
and very restricted use of transmission lines to get this power out to 
certain particular customers under certain given conditions; and they 
got very little. I am led to believe, when you analyze it fully, there 
was no energy to firm capacity in the projects. (¢ ‘ertainly if they got 
any it was very, very little. So they were not in a position to serve 
any more customers after the contract than before. 
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There were advantages, of course, in getting the use of the trans- 
mission lines to get this power out. There were other advantages. 
They could operate generating plants with a loads on their 
units and make them more efficient. With 35,000-kilowatt units if 
your load drops below 10,000 you have a wets inefficient operation, 
but if you can keep the unit loaded up to 25,000 or 30,000 kilowatts 
you get much higher efficiency out of it. Under the company con- 
tracts it was possib le to operate with better loads on their generators 
and get more efficiency out of the units. 

The next period, which began about 3 years ago, we find that the 
Government wanted to abandon any utility res sponsibility, and IT am 
led to believe that actually they abandoned section 5 of the Flood 
Control Act of 1944. These policies were more in line with Senator 
Bailey’s amendment which was defeated and never became law than 
they were in line with the law that actually existed. 

On May 12, 1953, there was a conference with representatives of the 
utility companies, REA cooperatives and municipalities in the area 
of the Southwestern Power Administration. This conference was 
held at the Department of the Interior. I am reading from a trans 
cript of the proceedings. 

Secretary Aandahl, who presided at this conference, made these 
statements: 

I might say that the new administration here in Washington will look at the 
proposals with an entirely open mind. We want to determine the policy that 
will be to the best interests of the people in the area. It is my personal opinion 
that Federal responsibility is limited to the production of hydroelectric power in 
the multipurpose projects and marketing of that power, which means that there 
isa big field of production and marketing that will still be left as a responsibility 
of the people in the local communities, and that is a responsibility that must be 
borne by the people locally under whatever type of organization happens to pre- 
vail. Some of it will be public power at the local level and some of it will be 
private power at the local level, but I do think of the Federal responsibility as 
au limited responsibility. 


And then toward the close of the conference he said: 


lt is my opinion that the Federal Government should not engage in the genera 
tion of electrical power other than that which is generated in hydro plants of 
multipurpose dams or perhaps a tew single-purpose dams which are associated 
with the multipurpose dams. The Federal Government should not participate 
in steam generation of power. The hydroelectric power that is available should 
he distributed by the several power administrations and the Bureau of Reclama- 
tion in such a way that it will drop into the local communities without disturb- 
ing the existing systems or disturbing their retailing. It should first be made 
available to the preference customers. If there is a remainder after their needs 
have been taken care of it should then be available to nonpreference customers. 


Then when Secretary Aandahl appeared for the second supplemen- 
tal appropriation, 1955—I am reading from the hearing, page 391 
he said: 


I will say that as far as I am concerned personally I would not have negotiated 
that kind of a contract in the first instance. I do not think it is a good contract 
As Assistant Secretary of the Department of the Interior if I had had an appro- 
priation to work with I would have been obligated to recognize the contract which 
had been previously entered into by the Department of the Interior, and we would 
have gone forward with the contract 


So he there was expressing his views with respect to the G. and T. 
contracts, that they were very bad contracts. Certainly he would 
not have approved them if he had been responsible at that time. 
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Then in the rate filings of Southwestern Power Administration, 
filed by Assistant Secretary Aandahl this year when they filed for 
new rates with the Feder ‘al Power Commission—I believe this letter 
is undated; it was addressed to Mr. Kuykendall, the Chairman of the 
Federal Power Commission, and in the general statement, which does 
not have a page number—there is a number at the top, “74426”; 
probably that is in the Federal Register or something; I do not know ; 
that is the only way I can identify it—but it is bound t up in their filings 
for new rate schedules and it is under the heading of a general state- 
ment, and we find this language: 


The present marketing plan of Southwestern Power Administration provides 
that insofar as possible the primary energy available from the reservoir project 
will be sold only as peaking energy and that where necessary firming energy 
will be purchased from other suppliers in the area. It is also contemplated that 
agreements will be reached whereby the energy available will be scheduled on 
a seasonal basis so that the majority of the energy will be made available during 
the peak months. 


And then on the following page we find this language: 


As previously stated the present marketing plan of the Southwestern Power 
Administration assumes that practically all of the energy available to the Ad- 
ministration will be sold as peaking energy with additional energy requirements, 
where necessary, purchased from other supliers in the area. It is contemplated 
that except in critical water years this additional energy can be furnished 
through the use of supplemental energy or secondary energy. Only during the 
critical water periods will it be necessary for the Government to purchase addi- 
tional energy for those customers whom it serves direct. 

And then in the Senate Appropriations Committee hearings, second 
supplemental appropriation bill, early in 1955, at page zs, Assistant 
Secretary Aandahl says: 


The reason for not going back to the old contracts is that it would put the 
Government into the power business beyond what is required to handle the 
output of the hydroelectric plants that we have in that area and I[ think that 
is an undesirable policy to follow. 


And then in a discussion period after a speech at Jetferson City, 
Mo., at an REA meeting February 26, 1954, he stated: 


The responsibility of the Department of the Interior is to market the power 
that comes from Federal hydro plants, and when we have marketed that power 
we have completed our responsibility. I do not think that the Federal Gov- 
ernment should build steam plants. 

And then he said before the House Appropriations Committee, 
Public Works, Central Panel, 1956, the Cemeterial Expenses Volume, 
page 117: 

It is our purpose by contractual arrangements to establish a relationship that 
will not require Federal funds for the purchase of power and the payment of 
wheeling charges. 

Now it is quite evident that it was the policy of Secretary Aandah! 
merely to sell this hydropower with a bare minimum effort, if any 
at all, of attempting to go out and obtain any thermal-gene rated 
energy in order to firm up the capacity in these plants. 

I have pointed out that at the Norfork project, for example—and 
these projects are all pretty much the same; some are a little better, 
some are a little worse, waterwise; they are all good projects—but at 
the Norfork project you have about 13,000 kilowatts of around-the- 
clock 100-percent capacity. You could market that at 50 percent load 
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factor, about 25,000 kilowatts, we will say. You have 70,000 kilowatts 
installed. That would give you 45,000 kilowatts there that you could 
not sell. Now, Mr. Aandahl’s plan would be to sell that as peaking 
power. 

Now, the cooperatives cannot use peaking power. The preference 
customers cannot use peaking power. Section 5 of the Flood Control 
Act did not say to sell pe: iking power. It said to sell it as widespread 
as possible at the lowest rates Sand use good, sound business judgment 
in doing it. 

I do not believe it would be sound business judgment to market 
Norfork project by selling 25,000 kilowatts to 50-percent load cus- 
tomers. But if you m: wketed that in conjunction with a local private 
company of sufficient size, you could put all of the 70,000 kilowatts in 
their system during certain hours of the day and you would take back 
from them not just the energy that you put in but more than that so 
that you would be able in the partnership arrangement to sell not 
25,000 kilowatts to preference customer loads but ‘consider ably more 
than that. That would be good business judgment. It would be pro- 
viding for widespread use. It would be reducing the cost of the power 
so that the rate could be lowered, so that the benefits of the low-cost 
power could be spread in the area down there. But that could not be 
accomplished under the plan advocated by Assistant Secretary 
\andahl. 

That, I think, is what prompted the Secretary, in good faith, I 
think—as I have said, he is entitled to his views; I do not agree with 
them, but nevertheless he is entitled to them, and I think he is perfectly 
honest and sincere—that led him into this policy with respect to the 
G. and T. contracts. As I have indicated, they were the only really 
good contracts consistent with section 5 of the Flood Control Act of 
1944 that the Government had, because you were really doing the 
things that the law said you should do in those contracts. But the 
Secret: iry thought those were bad contracts. He did not like them 
because he said he thought it put the Government too much in the 
power business. So he set about to destroy those contracts. He was 
going to destroy them by substituting some other contract for them. 

Of course, the Government was bound, we thought, by the contracts. 
It had entered into them in good faith, and the REA loaned this $70 
million to the three co-ops I represent to build these facilities upon the 
security of the Government contracts. But Secretary Aandahl wanted 
to take the cooperatives, the G. and T.’s, and get them over into a deal 
with the private companies and somehow in that deal these —— 
tives would come out, he hoped, as well as they would under the Gov- 
ernment contract. Now, that would have been fine if that could have 
happened—I mean, if they could have come out as well, possibly. But 
you run into rate difficulties there because when ro are integrating the 
generation and transmission cooperatives with the Government you are 
integrating hydro with steam and that is where your greatest advan- 
tages come. But when you try to integrate two steam systems then 
you do not get those advantages because they do not have the differ- 
ences. They do not fit into one another like hydro and steam. 

For example, the companies did not need these steam plants of the 
G. and T.’s; they already had steam plants. And what would have 
happened if they had entered into a contract with them is that they 
would have operated those steam plants as peaking plants—that is, part 
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of the time. It would not have been too long until they would have 
shut them down, I think, or used them very little. Certainly the Gov- 
ernment would not have loaned the G. and T.’s any more money to 
enlarge those plants or modernize them. They could have used some 
of the capacity in their transmission lines, but not to any great extent. 

But the one thing they could use was peaking power, and that was 
what Secretary Aandahl was seeking to do, to get this cooperative to 
be the middleman, to buy this peaking power from the Government 
under its preference rights, whether it needed it or not, and turn around 
and sell that or transfer it to the private company. 

Now, what would sweeten the kitty? What would make the deal 
work? ‘The companies did not need the G. and T.’s generating plant. 
The companies did not need, except in some cases, transmission line 

sapacity that would become available because of its contract with the 
G.and T’s. They did need the peaking power. 

Now, if you could buy this peaking power—if the G. and T.’s could 
buy this peaking power dirt cheap, way below the cost to the Govern- 
ment, and then could haul it through its transmission lines and deliver 
it to the private company, we will say at Kansas City, where the peak- 
ing capacity we will say would be worth $25 to $30 a kilow: vag -year, 
and if they could buy it down at the dam for $10 a kilowatt-year, where 
it was worth $30 to the company up at Kansas City, then he »y would 
have $20 there to play on, and the Kansas City company could give 
some of that back to the cooperative to help it on the financial burden 
on its transmission lines and generating rae and still get it cheaper 
than it could produce it, possibly, and get a benefit out of it. It never 
did develop just how they were going to divide this difference between 
what they would pay for the power at the dam and what it might be 


worth to the private company, but that was the only place where the 
company could get enough out of this deal in order to release the finan- 
cial pressure = the G. and T.’s, and that depended upon a very low 


rate for the hydro. 

Now, what did Mr. Aandahl do, in order to help meet that problem 7 
Well, there were two things he had to do. First, he had to sell this 
hydro for a very, very low rate so as to make as much spread between 
the cost of hydro at the dam and the value of the hydro when it got 
up to the market where it was going. Second, you had to have a 
sufficient quantity of it, because if you did not have but 10,000 kilo- 
watts of it you could not make much of a spread on that. You had 
to have a pretty good volume. And of course the bigger the spread 
the more the volume could be to get the job done. 

Well, when they got into trying to work out these contracts—I 
suspect the one with N. W. made more progress than the others—he 
had to meet that problem. First, we found that he was committing 
30,000 kilowatts to N. W. Then we learned it was something more 
than that. We saw some figures in a tentative contract of 65,000 kilo- 
watts, and ultimately 85,000 kilowatts, and then we found the other 
thing happening, too: When they filed this rate with the Federal 
Power Commission the peaking rate was much too low, but they 
offered a 15 percent discount on that peaking rate until such time as 
the Table Rock project comes in. Then when the going got a little 
bit rough and it looked like the kitty had to be sweetened just a little 
bit in order to get the N. W. G. & T. into a contract with Kansas City 
Power & Light Co. they increased the discount from 15 to 25 percent. 
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And I understand that larger quantities of power were committed to 
that contract, so as to build up a considerable value there that could 
be spread, part of it over tothe G. & T. 

Now, Mr. Chairman, I have some charts here. I think I might 
illustrate this a little bit. 

Mr. Chairman, this [indicating] is a chart that attempts to show 
what power w ould cost by following any one of these lines. You will 
notice at the bottom here figures that represent the hours per month. 
At this point [indicating] would be 150 hours per month. If you took 
the reading off any one of these points here you would get the rate or 
costs of power under this condition of buying 150 hours of it during 
that month. 

Out here [indicating], you see, is the end of the month, 730 hours. 
You would get the rates by reading those lines. 

Over here | indic ating | vertically we find is the average rate. This 
is given in mills per kilowatt-hour. 

Now, my cost line here [indicating| shows the cost without Table 
Rock. That is this blue line. In other words, it would cost the 
Government, selling a kilowatt of capacity, 150 hours of use per 
month—just about 10 mills would be the cost. 

Now, you will notice that the peaking rate without Table Rock— 
that is now, because Table Rock will not be in for several more years— 
is represented by this black line [indicating]. They were proposing 
to sell peaking power at just a little over 6 mills, when it was going 
to cost the Government approximately 10 mills. That, of course, 
would be an inducement to get them into these private company con- 
tracts because they would have a big spread. Of course, this power 
is worth in some areas more than 10 mills, but the Government would 
be losing on peaking power at least 4 mills, selling for 614 instead of 
getting cost at about 10. 

Now, if you take the cost with Table Rock, which is the red line, 
you will find very little difference between those two costs, before and 
after Table Rock, but the peaking rate with Table Rock would come in 
to go up to the green line, because the discount would be taken off. 
There is no justific ation for that. Why they picked the coming in 
of Table Rock as a place for breaking the discount nobody knows. 
There is no justification, because your cost with Table Rock to the 
Government and the cost without Table Rock is substantially the same. 
It is a little bit higher cost for low usage and a little bit lower cost 
with Table Rock for high usage. 

Now, Mr. Chairman, there has been a great deal said that this 
power down there was priced out of the market. If I have the right 
chart here, I will take a look to see whether that is true. 

Now, this black line is the Southwestern Power rate without dis- 
count, which is the big line here. That is the rate that would be 
available now if the Federal Power Commission should — it. 
(SPA, I believe, is going to refile these rates, and will make it a 
different story when that happens. ) 

The red line next above it is the cost to SPA with Table Rock. 
The blue line is the cost to the Oklahoma companies, and the green 
line is the cost to the Missouri companies, showing that the cost in 
Oklahoma and the cost in Missouri is higher than the cost to the 
Government for the hydro. That means, of course, that so long as 
the companies ‘costs are higher than the Government costs, you cer- 
tainly are not priced out of the market. When your costs are lower 
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than other suppliers in the area, you certainly are not priced out of the 
market. So, there is little or no substance to the statements that 
their hydro down there is so expensive, so costly, that it is simply 
priced out of the market. 

Mr. Cuvuporr. Dr. Blalock, I wonder if you could not sum up within 
the next 10 minutes so that the members of the committee will have an 
opportunity to ask you any questions which they might have so that 
we can get through here somewhere between a quarter after and half- 
past 4? 

Mr. Buatock. Yes; I think so, Mr. Chairman. I am pretty close to 
that point, anyway, and it might just as well come at this point here. 

Mr. Cuvporr. I say that because they have a very important pie : 
of legislation on the ‘floor, and they will start to read that bill at - 

oO Cc ‘loc °k. 

The members of the subcommittee may be interested in some of those 
amendments, and based upon what information I can get the vote 
is going to be very close. I would rather give them the opportunity 
of getting up there to hear the debate and the amendments on the 
bill. 

Mr. Buatock. Well, Mr. Chairman, let me say this: Of course, I am 
very happy that Secretary Aandahl’s view did not prevail at least 
with respect to the G. and T. contracts. As I think is general infor- 
mation at the present time, we were successful in persuading Con- 
gress to provide funds for reinstating and reactivating the contracts 
that the G. and T.s’ had with the Government, and that is in process 
at the present time since the bill had passed, and these contracts will 
be reactivated and the cooperatives in the area will be getting the 
benefit and advantages that those contracts carry and, likewise, the 
Government will be getting the benefits out of the contracts that will 
prevail for it, because the contract is not a one-way street. It is 
mutually advantageous to both parties. 

We are very hopeful that all of the problems in connection with 
the reactivation of those contracts can be ironed out. 

Secretary Aandahl said last Friday in a conference that he did 
not believe in the contracts any more now than he did before Congress 
provided the money to reactivate them but, of course, it is his respon- 
sibility, and I am sure that he will meet that responsibility and be 
faithful to it although he, of course, does not like those contracts. 

I think the proper “policy y to pursue in the future is to renegotiate 
the contracts that the Government has with the private companies 
in the area so as to eliminate the subsidies that are in those contracts. 
We reported to Secretary McKay in October 1954, what we thought 
were the subsidies in those contracts and to our knowledge the Secre- 

tary has done nothing about them as yet. We indicated that in the 
Oklahoma contract, for example, that those companies are being sub- 
sidized to the extent of $400,000 a year on the average. It may be 
a little more one year, and a little less the next. We have indicated 
that in the Narrows contract that there is a subsidy of about $125,000 
a year. 

Mr. Moss. I wonder if I might at that point ask a question, Mr. 
Chairman ¢ 

Mr. Cuuporr. Yes. 
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Mr. Moss. When you say “subsidy” do you mean a figure represent- 
ing sales of power at less than cost to the Government, or less than 
the Government could realize by better business management ‘ 

Mr. Buatock. No; at less than cost; that is, the difference between 
what they are paying for it and what it cost the Government based 
upon our studies. a the aluminum contract our estimate is about 
$840,000 in subsidy a year. 

Now, we pointed a to the Secretary that somebody is going to 
pay these subsidies, because if the Southwestern Power Administra- 
tion is going to have rates on a payout basis, then, you have to raise 
these rates so as to pay out and if somebody is getting the subsidy, 
the other customers are paying that subsidy. We told the Secretary 
we thought something should be done about it. All we know that 
has been done is that the Secretary—that is, the Department—has 
indicated to us that there is a subsidy in the aluminum contract which 
was a war contract and that they planned to do something about that 
by giving the payout of Southwestern Power Administration a credit 
for the amount of the subsidy. We believe, of course, that where 
there are subsidies in war contracts, that the taxpayer should pay it 
and not the preference customers or your utility customers, or people 
who use the service. They are not responsible for it. 

They have never said how much they thought that subsidy was. 
We said we thought it was $840,000 a year in subsidy to the Arkan- 
sas Power & Light Co. in that contract, and we did not think the 
farmers in the Southwest ought to pay that subsidy. They have 
agreed with us that they do not think the farmers should pay it, but 
the -y never have said whether they think that subsidy is as big as we 
think it is. We think we are on good, solid ground. 

Mr. Jonas. Right there, may I ask a question ? 

Mr. Crivporr. Yes. 

Mr. Jonas. W hy was the subsidy put into the contract originally 
and who was responsible for that ? 

Mr. Biarock. Well, it was a war contract, Mr. Jonas. 

Mr. Jonas. Well, it was signed in January of 1952, was it not? 

Mr. Buatock. Yes, sir. . 

Mr. Jonas. We were slowing up the war in Korea. That does not 
justify putting a $800,000 year subsidy into a contract and giving them 
un extended date or period of time of 30 years; does it ? 

Mr. Biatock. Mr. Jonas, you know it is almost a travesty. During 
a war we start out to build one of these plants, but we do not get it built 
until after the war is over, but now we have to cover our houses and 
build gates and have tinfoil for our food and a thousand and one other 
things to try to use it. 

Mr. Jonas. Yes. However, Mr. Chapman negotiated that contract 
when he was Secretary of the Department of the Interior and why did 
you not report it to him and try to get him to keep the subsidy out at the 
beginning instead of blaming the present Secretary for a contract 
signed by Mr. Chapman? 

Mr. Brarock. If they had listened to me, I am sure there would not 
have been any subsidy in it. 

Mr. Jonas. You and Mr. Douglas Wright were working together in 
the Southwestern Power Administration at that time were you not ? 

Mr. Buatock. Well, you know, Congressman, when one is in the 
Army and when one is a corporal, you have to listen to what the colonel 
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says. If he gives you an order, you carry it out without delay whether 
you like it or not. 

Mr. Jonas. Did you protest about this hidden subsidy in this 30-year 
contract at the time? 

Mr. Biatock. I certainly made no formal protest; no. 

Mr. Jonas. Did you discuss it with Mr. Wright? 

Mr. Briatock. Yes; I have discussed these contracts from time to 
time. 

Mr. Jonas. I mean at the time this contract was being negotiated 4 

Mr. Biavock. Yes; I think Mr. Wright knew that I did not like the 
contract. 

Mr. Jonas. Did he like it? 

Mr. Biarock. I presume he did, although he has said later that he 
indicated some feeling that it was not his contract. 

Mr. Jonas. As a matter of fact, by reason of that contract—that 
Arkansas Power contract—with Reynolds Metals, that is the reason 
Mr. Karns stated here the other day the western farmers were not able 
to get any secondary power because this contract absorbed all that was 
available. 

You heard him testify; did you not? 

Mr. Buarock. Yes, sir; that was a bad contract from several stand- 
points. QOne point is that it absorbed too much. 

Mr. Cuvupvorr. I am not so sure he said that, but I would not want to 
say he did or did not. However, that is not my recollection. 

Mr. Jonas. Here is what he said: 

We were not permitted to buy any dump power at 1.25 mills because the private 
companies got it all. 

He was talking about this Arkansas Power Co. as one of the private 
companies that gets this 1.25 mill dump power. They get 25 million 
kilowatt-hours a month, do they not, at 1.25 mills? 

Mr. Biatock. Get how much? 

Mr. Jonas. 25 million ? 

Mr. Biatock. They can get up to that amount. That is the maxi- 
mum if available. 

Mr. Jonas. At 1.25 mills? 

Mr. Buavock. That is right: 1.25 mills per kilowatt-hour. 

Mr. Jonas. Per month? 

Mr. Biavock. Per month does not have any significance. 

Mr. Moss. And on that point, whoever negotiated the contract 
negotiated an equally bad contract if it provides a subsidy. Under 
our government there is a continuing responsibility to a Department 
rather than an individual. If the contract was bad, the authority 
for renegotiating rates still exists, and the only person you can now 
appeal to is the person occupying the position having the authority 
to insist upon a renegotiation. Is that not correct ¢ 

Mr. Buatvock. That is right. It is a bad contract, and it should be 
renegotiated. Whether it can be or not is doubtful because it is a 
very binding contract. 

Mr. Jonas. I was going to raise that question. 

Mr. Moss. As to rates ? 

Mr. Jonas. I do not know whether it is subject to renegotiation. 

Mr. Buavockx. The rate can be adjusted if done within the five-year 
period, as provided re in the contract, and within certain limits. 
Ifowever, certainly if it is a lower contract and if there is $800,000 
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to $1 million subsidy in it, certainly the preference customers in the 
southwest should not pay that subsidy. It should be credited to the 
payout, so that the other customers will not pay it. 

Mr. Jonas. If you will permit me to say, sir, if it can be rene- 
gotiated and the subsidy cut out, I am in favor of cutting it out. 

Mr. Biatock. 1 would agree with you 100 percent. 

Mr. Cuvvorr. I think every Member of Congress is in favor of 
cutting out any subsidy that can possibly be cut out under certain 
conditions. However , | want to ask you a question so that I under- 
stand this. I am not an expert on power. 

This was a contract because there was a shortage of aluminum in 
the country; is that not right ? 

Mr. Buarock. Yes, sir; at that time. 

Mr. Cuuporr. We were trying to establish a factory for the purpose 
of manufacturing aluminum ? 

Mr. Buatock. That is correct. 

Mr. Cuvuporr. And the only way we could possibly get it was to 
not only subsidize the building of the plant but also subsidize the 
power that the plant would receive in order to manufacture this 
aluminum; is that right / 

Mr. Biatock. I do know that the aluminum—Reynolds Metals Co., 
I should say—were quite adamant that they would not build the 
plant unless they got this power at this rate. 

Mr. Cuuporr. At the time this contract was entered into was that 
during the period of the mannan e ~— gency / 

Mr. Buatock. As | remember it, it was. 

Mr. Cuuporr. No one at that 1 time could tell whether or not that 
emergency was going to last 6 months, a year or 10 years or 100 years; 
could they 4 

Mr. Buavock. I think that is true. 

Mr. Cuvuporr. Now that the Korean emergency is over, if it is 
possible under this contract to renegotiate the rate, certainly it should 
be renegotiated. 

Mr. Buavock. That is right, sir. 

Mr. Cuvuporr. But at the time it was entered into and at the time 
provided for there was an emergency, and we had to have the alumi- 
num, and we had to get it. That is the best way we could get it in a 
hurry. So we had to pay what it cost. 

Mr. Buatock. I have always felt, Mr. Chairman, that if enough 
publicity were given to this contract that the company would volun- 
tarily agree to renegotiate it so it would be a fair and reasonable con- 
tract to the Government. But let me point out this: We have the 
Oklahoma contract and the Narrows contract, and we have pointed 
out that there are subsidies in those. The Narrows contract is a small 
project. There is a little subsidy in the Texas contract. It is the best 
one of the whole lot of that type, but $400,000 a year in the Oklahoma 
contract is considerable, and we have called this to the attention of 
the Secretary on October 1, 1954. Mr. Aandahl has been going to no 
ends to try to destroy the G. & T. contracts and get them over into 
substitute contracts with private companies, but he has done nothing 
so far as I know to try to renegotiate these contracts with the private 
companies and get these subsidies out of them. 

Mr, Jonas. When were they signed, and by what Secretary of the 
Interior # 
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Mr. Brarock. I think the Administrator signed all of them except 
the aluminum contract, and I have given the dates already in the 
record. But the point I am making is that, regardless of when they 
were entered into and who might be responsible for them, Mr. Aandahl 
has been in authority for 3 years, and he has not done anything about it. 

Mr. Jonas. You do not know whether he has or not. 

Mr. Biarock. Not to my knowledge, and I believe I would know 
it if he had. They told us last Friday that they were carrying on 
some negotiations with respect to these contracts, but they could have 
been renegotiated, and we could have been enjoying the benefits of 
those renegotiations 30 months ago or 2 years ago. 

Mr. Jonas. When was it discovered that there was a subsidy in the 
Oklahoma contract and the Texas contract ? 

Mr. Biatock. Well, I have known it all the time. 

Mr. Jonas. Did you report it before January 19, 1953, to the Secre- 
tary of the Department of the Interior or the Assistant Secretary in 
charge of power ? 

Mr. Biatock. No; you cannot do that, Mr. Jonas. 

Mr. Jonas. Well, you have been very critical of Mr. Aandahl since 
January 20, 1953, and you say you knew that the subsidies were in the 
contract prior thereto, but you have not indicated that you or anyone 
else who knew the subsidies were there made any effort under the other 
administration to get them taken out. So Ido not think you can blame 
all of this on the present Secretary of the Department of the Interior. 

Mr. Buatock. Well, I was not attempting to blame all of it on him. 
Let me say this, Mr. Jonas: I worked under Secretary Aandahl for 
a while, and I certainly was not critical of him during the period I was 
working under him. 

Mr. Jonas. You have been pretty critical of him today and in your 
testimony the other day, which you have a perfect right to be, but I 
think the record ought to show what efforts you made to get these 
subsidies out under the old administration if you knew they were in 
there. 

Mr. Buiavock. Well, you are very circumscribed when you are an 
employee. 

Mr. Jones. Do you mean that the administration which negotiated 
these contracts knew that the subsidies were in there when they were 
negotiating them ? 

Mr. Bratocx. I am not saying that, sir, but they do not go down 
and ask some underling whether he thinks there is a subsidy in them 
or not. 

Mr. Jonas. You knew they were in there ? 

Mr. Buatock. Yes, sir; to my own satisfaction. 

Mr. Jonas. Did Mr. Wright know they were in there? 

Mr. Biatock. Apparently he did not think so or he would not have 
signed the contract. He said this on several occasions, and I think 
it is a creditable position to take; that we would try them out and 
see how they worked, and if they did not work, then they were sub- 
ject to being renegotiated. 

I think the facts show now that there are subsidies in them. We have 
had considerable operating experience under them and they should 
be renegotiated and should have been renegotiated before now. 

<’ Jonas. The rates are subject to change every 5 years; are they 
not 
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Mr. Buarock. Every 3 years is my recollection. 

Mr. Jonas. Well, they were negotiated in 1950; that is, the Okla- 
homa contract was negotiated in 1950? 

Mr. Buatock. Yes, sir. 

Mr. Jonas. What about the Texas contract ? 

Mr. Buarocr. 1947. 

Mr. Jonas. Well, it would have been subject to change in 1950, 
and then again in 195: 3, and w ill not be subject to another c hi ange until 
1956, if what you say is true about the rates being subject to change 
every 3 years. 

Mr. Buatock. That would be the normal cycle, sir, but the situation 
is this: The old rates of SPA have expired in the Federal Power Com- 
mission, and they have asked continued extension of those rates. So, 
they are still in effect. Those were interim rates. So, we have had 
the opportunity now, due to the expiration of those rates, over a con- 
siderable period of time to have renegotiated these contracts. 

Mr. Jonas. Mr. Chairman, I did not mean to take this over. I know 
you are not ready for my interrogation. 

Mr. Cuuporr. That is all right, but I do have several other points 
which I want to go into. 

Mr. Blalock, have you finished summing up? There will be some 
questions to be asked, and we want to get through by 4:30 at the latest. 

Mr. Buatock. I think so. 

Mr. Cuuporr. All right; do you have any questions, Mr. Moss? 

Mr. Moss. No; I do not think I have e any questions at the moment, 
Mr. Chairman. I probably would have if I had an opportunity of 
reviewing more carefully the testimony. 

Mr. Cuvporr. Do you have some questions, Mr. Jonas? 

Mr. Jonas. Yes. I wanted to ask Mr. Blalock about the original 
rate schedule, schedule A, which is the schedule still in effect. 

Mr. Buatock. Yes, sir. 

Mr. Jonas. And, against which schedule new applications for rates 
are now being filed ? 

Mr. Buavock. Yes, sir. 

Mr. Jonas. Did the Federal Power Commission resist the establish- 
ment of the rates in schedule A? 

Mr. Buiatock. Not to my knowledge, sir. I was not with the 
agency at that time, and so would not be in a position really to know. 
However, not to my knowledge was there any particular opposition. 
At least, they approved them. 

Mr. Jonas. Are you aware of the fact, as testified by Mr. Wright, 
in the Public Works appropriations hearing, central section, part IT, 
for 1956, that schedule A rates which were the first rates established 
and still in effect, were based upon estimated costs of the construction 
of the dams which were 51 percent too low or lower than actual costs ? 

Mr. Buiatock. Well, with respect to one part of your question—you 
have about two questions there, or more, but bre: iking that down with 
respect to basing rate A upon estimates, that is true because there 
was nothing else available to make your rate upon. You had no cost 
figures then because they were not available. The projects had not 
been built, and the costs were not known. So, the only type of cost 
that you could have used would have been estimated. 

With respect to the other half of your question, you must remember 
that between 1947 when rate A was developed, and 1955 that you have 


156 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


had several factors to enter. One is that there has been a considerable 
increase in the cost of everything. Building indexes would show a 
great increase in the cost of building, and they affect the cost of build- 
ing dams like they do everything else. The cost of operations neces- 
sarily have gone up because of labor and so forth. 

Then, we have also a transition in the formula for determining cost 
allocations. We have gone from an incremental method of making 
cost allocations, which would give you a relatively low cost assigned 
to power, to a new method of let us say—what is the name of that 
formula? Is it “remaining benefits’? Will somebody help me out? 

A Voice. Remaining cost benefits. 

A Voice. Separable cost benefits. 

Mr. Buarockx. There is a new formula known as “Separable cost 
remaining benefits.” The results of this formula assigns a much 
higher ratio of costs to power than under the incremental cost. So, 
when you put all of those together, you would come out with a very 
much higher cost assigned to power. 

Mr. Jonas. You have a copy of the hearing, and will you please 
turn to pages 20 and 21. On page 21 there is a table of estimated costs 
of the various ee 

Mr. Buatock. Yes, si 

Mr. Jonas. Based oe which schedule A of rates was established 
and then there is another column showing the actual costs or the 
umount of increase, and the percentage of increase. In some of those 
cases Mr. Wright pointed out that a dam estimated to cost $13 million 
actually cost $42 million and that another one, the Whitney Dam, was 
estimated to cost $10 million and turned out to cost $40 million com- 
pleted. 

The Fort Gibson Dam was estimated to cost $13.7 million and it is 
estimated that its final cost will be $2 million. 

Now, there are other illustrations given, but the point I am getting 
to is this: 

Do you think the rates established in schedule A would have been 
suflicient to have returned to the Government the cost of this dam in- 
vestment—this power investment’ Would it ever have paid out at 
the schedule A rate ¢ 

Mr. Buatock. Yes. I do not think that the schedule A rate was a 
bad rate for firm power at all. I think that it was too low for peak- 
ing power. 

Mr. Jonas. You think the schedule A rate would have been suf- 

lent to have returned the Government’s investment over the 40- 
year are In the face of the fact that the actual construction 
cost totaled 51 percent above the estimated cost upon which the rate 
was b sed : 

Mr. Bratock. Well, not over the ” year period. I think we will 
have to have an increase in rate A. I do not agree with Secretary 
Aandahl. The last time he would not give a figure, but he has stated 
I think in this record here 8 mills or more. I do not think it will 
have to go that high. 

Mr. Jonas. Mr. Wright said about 7.5 mills: did he not? 

Mr. Buarock. Well, that is more cb correct, but it does not 
have to be that high provided you get the subsidies out of these 
contracts with the priv: ate companies and provided that you sell this 
peaking power for something close to what it is worth. Now, the 
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companies down there know it is worth more than what it is being sold 
for. 

At page 11 of the hearings on the Public Works appropriations for 
1956, central section, part III, Mr. Wilkes, who was testifying as 
chairman of the board of the Southwestern Gas & Electric Co., said 
“that the power produced from rivers in the Southwest will bring 
a price 3 or 4 times as high as ordinary steam power because it is peak- 
ing power which can be stored there in the form of water which 
is the only way I know of storing electricity. 

Now, Mr. Wright in this same hearing that you referred to a mo- 
ment ago—central section, page II of the Public Works appropriations 
for 1956—said at several points in here that he agreed that this hydro 
capacity was worth $17.85 a kilowatt-year, and 114 mills per killowatt- 
hour for energy. 

If you take 1 kilowatt at 2,100 hours during the year, that is 175 
hours a month, and you would get $21 a kilowatt-year. Yet, the 
current filings with FPC, including the discount, show that peaking 
power rate is $10.58 per year. What I am saying is this: Mr. Jonas, 
if you get this peaking rate up to where it should be, consistent with 
the cost to the Government and do not subsidize these private com- 
panies down there because they are the ones using it and getting the 
benefit of it, and sell it to them at 414 mills capacity with 1.25 mills 
for energy, and if you renegotiate these contracts and get oa sub- 
sidies out of them and make them pay what this power is worth down 
there—and they know they are getting it too cheap—then when you 
reactivate these G. and T. contracts, you will not have to have a firm 
power rate as high as Assistant Secretary Aandahl said. 

Mr. Jonas. You mean the rates will not have to be raised then, if 
you do all these things which you have indicated should be done? 
You do not think schedule A rates will have to be raised ? 

Mr. Buatock. I did not say that. I have said I thought that they 
would have to be raised but not so much as has been indicated. 

Mr. Jonas. You had a chart there a minute ago. Would you hold 
that last chart up which showed some rates / 

Mr. Buanock. Yes, sir. 

Mr. Jonas. In answer to a question which I asked you earlier this 
afternoon, you said the power being sold Arkansas & Light for Reyn- 
olds Metals amounted to 150 hours a month. I asked you if it did not 
umount to in excess of half the hydroc ~ ity of the dams and you 
responded by saying that it amounted to 150 hours, as I recall it. 

Please explain the difference when you t: all about “hours” and when 
You are talking about “kilowatts.” I am lost when you speak in those 
terms, not knowing much about power. 

What do you mean when you say it would be 150 hours only, when 
[ ask you if the contract did not give the Arkansas people more than 
50 percent of the total capacity, and you said only 150 hours? 

Mr. Cuuporr. Can I interrupt at that point ? 

Dr. Blalock, since we have been referring to these charts. I believe 
the only way the record could be understood is if these charts are 
available and placed in the record. I wonder if you would lend them 
to the committee so we can get them properly photographed for the 
record so that when someone is reading the record, they will know 
what we are talking about / , 
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(The matter referred to is as follows:) 


Comparison of SPA proposed rates and costs 


[Mills per kilowatt-hour] 





Items 


Firm rate with Table Rock..-.-.-- 
Firm rate without Table Rock... 
Peaking rate with Table Rock 
Peaking rate without Table Rock 
Rate A 


SPA costs with Table Rock..__..__-__- 


SPA costs without Table Rock 


Hours use per month per kilowatt 


100 | 150 200 250 300 350 400 


11.00 | 8.83 | 8.13 | 7.70 | 7.42 
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Mr. Biatock. Sure. I will be happy to leave them with you. 
When I said “150,” I think I said “ 150.000 Kilowatta:” 

Mr. Jonas. No. sir; you said 150 ae only. I wrote it down; or 
that is what I understood you to say. 

Mr. Biarock. Let me try to state it correctly. In the aluminum 
contract the Government—let us put it this way: The aluminum 
company uses 110,000 kilowatts of capacity. 

Mr. Jonas. That is actual kilowatt-hours? 

Mr. Biavock. Well, that depends upon how long you use it. If 
you used it 1 hour, it would be 110,000 kilowatt-hours. If you used 
it 5 hours, you would have to multiply that by 5. It depends upon the 
duration of use. However, you have 110,000 kilowatts of capacity 
that is needed for the aluminum plant, but the Government said “we 
will give the Arkansas Power & Light Co., 40,000 more kilowatts.’ 

In other words, the Government said “we are going to put into 
your system 150,000 kilowatts so that you can take out down yonder 
at the aluminum plant 110,000 for the aluminum plant and you can 
use that 40,000 kilowatts for yourself.” 

That is where a lot of the subsidy is, or a good, big slug of it is 
right there. 

Mr. Jonas. Then, it is extra kilowatts! 

Mr. Buiarockx. That is right. It is equivalent to one huge unit. 

Mr. Jonas. The extra kilowatts have been free and they do not 
even pay for that power; do they? 

Mr. Briavock. It is all wr apped up ina package. You can hardly 
say that they do not pay for it. 

Mr. Jonas. What would you say, based upon mills? That con- 
tract rate is around 4 mills; is it not? 

Mr. Briatock. It runs, I think, about 4 mills normally in my 
recollection. 

Mr. Jonas. That is for the prime power, and 114 for the secondary ? 

Mr. Buarock. Actually, they are permitted to use that 150,000 kilo- 
watts firm or peaking firm commitment os peaking 200 hours per 
kilowatt per month, and if you multiply 150,000 kilowatts by 200 
hours, I think you will get 360 million kilowatt-hours a year, or 30 
million kilowatt-hours per month. 

Mr. Jonas. Can you answer my question yes or no whether that 
power that goes to Reynolds Metals absorbs more than 50 percent of 
the total hydro capacity of the Southwest Power ? 

Mr. Buatock. I do not believe it does, but I have not made the 
caleulation. But certainly it absorbed a considerable portion. 

Mr. Jonas. What was the 12-company contract that Mr. Wright 
tried to negotiate in 1950 and 1951? 

Mr. Bratock. It was a contract patterned after the Oklahoma 
contract that would extend the coverage to the other 12 companies 
in the area. 

Mr. Jonas. In effect what it did was bring the private companies 
into the partnership along with the co-ops and Southwestern Power; 
that was the purpose of it, was it not ? 

Mr. Biatock. It would have brought the other companies in. In 
the initial efforts the companies could not agree amongst themselves. 
Some contracts had to be worked out first with the Texas Co., in 
Texas; then with the Oklahoma companies in Texas, then for one 
particular project for Southwestern Gas & Electric Co.—that project 
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being Narrows. Then of course the aluminum contract was a special] 
war contract with the Arkansas Power & Light Co. Then the other 
companies in Missouri and Louisiana and others in Texas made up 
the 12 companies, and it was an effort to work out a contract that 
aie apply to the other companies. 

Mr. Jonas. Mr. Wright negotiated one with Southwestern Power 
for the private companies and co-ops, did he not, and that is what is 
known as the 12-company contract ¢ 

Mr. Buatock. The 12-company contract was supposed to be a con- 
tract between the Government and those 12 companies. The coopera- 
tives were not a part of that contract. 

Mr. Jonas. They were not a part of the contract 

Mr. Buatock. No. 

Mr. Jonas. It was an effort on the part of Mr. Wright to bring the 
12 companies into the picture in a manner he had done with the indi- 
vidual contract with the Texas Co. and the Oklahoma companies; is 
that correct ? 

Mr. Buatock. I think that is generally correct; yes. 

Mr. Jonas. Do you know that he testified before the Appropri iations 
Committee that he recommended that contract to the Secretary, who 
was Mr. Chapman, and Mr. Chapman kept the contract on his desk 
for over a year and then returned it unsigned on January 19, 1953 / 
Mr. Wright testified several times in that hearing he was very disap- 
pointed that contract was not signed and he w ould feel much better 
over the Southwestern Power situation if he had that contract tod: LY. 
Do you know why it was not signed ? 

Mr. Buatock. No, I donot. It seems to me, from memory, that the 
Secretary in returning the contract unsigned gave some reason. 

Mr. Jonas. But you do not remember what the reasons were? 

Mr. Briatock. I do not know. I know this, that Secretary Aandahl 
certainly did not approve the contract. He dropped all negotiations 
very quickly after he came ae office. 

Mr. Jonas. Mr. Wrig and you are familiar with his 
testimony—that the compa :nies themselves disintegr: ated, if I may use 
that word in this connection—that they had agreed in this contract 
to integrate their systems but in the meantime they had disagreements 
amongst themselves and each one went off in a separate direction and 
therefore at this time they are not going to enter into a contract; is 
that right? 

Mr. Biatock. I do not know. You will have to take Mr. Wright’s 
testimony on that because I am not informed just why the companies 
did not press forward on the 12-company contract. 

Mr. Jonas. You were with Southwestern Power when the 12-com 
pany contract was being negotiated ? 

Mr. Buatock. Yes. 

Mr. Jonas. You were familiar with the negotiations ? 

Mr. Biarock. Yes. They were conducted in the field and I was 
here in Washington. I only got reports of what was going on. 

Mr. Moss. The question has been raised as to how much capacity 
Southwestern committed to Reynolds. That appears on page 12 in 
the tabulation of the central section here. I think you will find a total 
contractual commitment of 447,799 kilowatts; 150,000 of it to Arkansas 
Power & Light and Reynolds Metals. 

Mr. Biatock. Did you read my testimony before the House com- 








cial 
cher 
, up 


chat 


wer 
it 1S 


20ONn- 
era- 


the 
ndi- 


3, 18 


ions 
who 
lesk 
53 ¢ 
sap- 
tter 
day. 


the 


dahl 


ions 


| his 
r use 
ract 
ents 
and 
bs is 


zht’s 
nes 


“OMm- 


was 


ity 
2 in 
total 
sas 


com- 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 163 


mittee? You will find that I stated that the 12-company contract was 
a dead horse and we hoped it stayed dead and buried. 

Mr. Jonas. Whom do you mean by “we”? 

Mr. Buatock. The cooperatives that I represented. 

Mr. Jonas. They were not in favor of the contracts? 

Mr. Buatock. They are not at the present time. 

Mr. Jonas. Were they at the time it was being negotiated ? 

Mr. Biatock. There was a difference of opinion among them. Some 
did and some did not. 

Mr. Jonas. Some did and some did not? 

Mr. Buatock. That is right. 

Mr. Jonas. The three cooperatives that you work for are now en- 
gaged in efforts to have the lease operating contracts renegotiated or 
reexecuted. 

Mr. Buatock. Reactivated. 

Mr. Jonas. What about the other two! Are you familiar with what 
they are doing? 

Mr. Buatock. Yes. They are attending the conferences and par- 
ticipating. 

Mr. Jonas. Have they discontinued their efforts to negotiate con- 
tracts with the private companies? 

Mr. Biatock. I am not informed on that. 

Mr. Jonas. Are your three still negotiating? 

Mr. Buavock. Not actively negotiating ; no. 

Mr. Jonas. Negotiations have been carried on during the past sev- 
eral years with private companies, but they were broken off when 
this appropriation bill was enacted this spring; is that the situation ? 

Mr. Buiarock. That, I think, is a correct way of stating it. 

Mr. Cuuporr. We will adjourn until the further call of the Chair. 

(Whereupon, at 4:45 p. m., the subcommittee adjourned subject to 
the call of the Chair.) 





EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


AUGUST 11, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Puptic Works AND RESOURCES 
OF 'THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee on Public Works and Resources of the House 
Committee on Government Operations met, pursuant to call at 10 a. m., 
in room 1501, New House Office Building, Representative Karl Chud- 
off (chairman of the subcommittee ) presiding. 

Mr. Cuvuporr. The subcommittee will be in order. 

We meet this morning for the purpose of continuing our hearings 
on the effect of administrative actions and policies of the Department 
of the Interior, and REA, on rural electric cooperatives, public bodies, 


and municipal electrics. 
Mr. Alex Radin will be our first witness this morning. 
Mr. Radin, will you please come around and have a seat ? 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION, WASHINGTON, D. C. 


Mr. Rapix. Thank you, sir. 

My name is Alex Radin. I am general manager of the American 
Public Power Association, a national trade organization with head- 
quarters at 1757 K Street NW, Washington, D. C. Our association 
was organized in 1940, and today represents more than 800 local pub- 
licly owned electric utility systems in 40 States and Puerto Rico. 
The organization is nonpartisan and nonpolitical. 

Mr. Chairman, I have a prepared statement, and although it is 
fairly long I would prefer to read it if you have no objection to that 
procedure. 

Mr. Cuuporr. Without objection, you may read it. That is the 
usual procedure which we follow in the subcommittee hearings. 

Mr. Rapry. I am appearing here today in response to a letter of 

July 20, 1955, from Congressman Earl Chudoff, chairman of your 
sube ‘ommittee, in which he requested me to furnish your subeommit- 
tee whatever information our organization might have with regard 
to the availability of power to the municipally owned electric utili- 
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ties in the Southwestern Power Administration marketing area. He 
has also requested me to give information “on the nationwide situation, 
of the operation of the ‘preference laws toward municipal electrics. 

Congressman Chudoftt’s letter to me concluded with this paragraph : 

This subcommittee has a duty to study the operations of the Department of 
the Interior and related agencies, as they must operate under the laws of Con 
gress. As you may know of other situations throughout the country that affect 
the municipal electric systems, that would come under the outlines of our com 
mittee’s jurisdiction, we would be very happy to have you give us the benefit of 
that information also. 

In view of the rather broad scope of the testimony you have re- 
quested of me, and further in view of the fact that your subcommittee 
is devoting considerable attention to the effect of the administration 
of the preference laws upon the municipal and other local publicly 
owned electric systems, as well as the rural electric cooperatives, | 
believe it might be useful to the subcommittee if I prefaced this state- 
ment with a brief résumé of facts relating to the Nation’s local pub- 
licly owned electric systems. 

There are today some 2,300 municipal and other local publicly 
owned electric systems in every part of the country. 

If I may interpolate here, Mr. Chairman, just as an example of 
some of those systems, they range from one part of the country to the 
other and from the largest cities in the county to some of the smallest 
cities. For example, the c ity of Los Angeles is the largest municipally 
owned electric system in the country. Others are: “Seattle, Wash.. 
Tacoma, Wash., Springfield, Ill, Lansing, Mich., Jacksonville, Fla.. 
‘Taunton, Mass., Memphis, Tenn., and many other cities throughout 
the country. 

These utilities are not of recent. origin, nor do they represent a new 
or radical departure from the traditional means of distributing 
electric power in this country. To the contrary, the local publicly 
owned electric systems have a long and proud heritage, dating from 
the very beginning of central station electric service. In 1882, the 
first year of central station service, four municipally owned elec tric 
utilities were est: ablished. 

Through the years, the number of these systems has grown con- 
sidet ‘ably. In 1953, the latest year for which such data is available 
from the Federal Power Commission, these systems had a generating 
capacity of 8,264,577 kilowatts, which represents about 9 percent of the 
Nation’s total installed generating capacity. However, many of these 
municipally owned electric systems purchase power at wholesale from 
privately owned power companies or Federal agencies. Their total 
kilowatt-hour sales, 45,012,250,000, therefore represent 11.7 percent 
of the Nation’s total kilowatt-hour sales, which is a larger proportion 
of the Nation’s electric business than is indicated by their generating 
capacity. The total number of consumers served by the local publicly 
owned electric utilities is 6,503,093, or 14.2 percent of the Nation’s 
total number of electric customers. 

I think it is important, in considering some of the problems faced 
by the local publicly owned electric system, to take into account the 
relative average size of these utilities as compared with the private 
power companies. FPC statistics for 1953 indicate that the average 
class A and B publicly owned electric utility has a generating capacity 
of 18,000 kilowatts, while the average class A and B privately owned 
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company has a capacity of over 240,000 kilowatts. The number of 
consumers served by the average publicly owned system is 13,000 
while the average private power company serves about 136,000 con- 
sumers. On the whole, the aver: age class A and B local publicly owned 
electric utility is about one- tenth the size of the average privately 
owned system of this category. 

Though they represent a comparatively small segment of the Na- 
tion’s electric industry, we believe that the munic ipal and other local 
publicly owned electric systems have made a significant contribution 
to the progress of the electric industry. For ex: umple, they have led 
the way in encouraging greater consumption of electric power. FPC 
statistics for 1953 for the class A and B publicly (non-Federal) and 
privately owned electric utilities (those with gross annual electric 
revenues in excess of $250,000 per annum) show that the average resi- 
dential customer of the publicly owned electric utilities used 3,194 
kilowatt-hours, while the average customer of the privately owned 
electric utilities used 2,216 kilowatt-hours, or an increase of 44.1 per- 
cent for the consumer of the publicly owned electric utility. 

The publicly owned electric utilities have also made a significant 
contribution in providing low rates. For his 3,194 kilowatt-hours the 
residential consumer of the municipally owned electric system in 1953 
paid $57.88, whereas the residential consumer of the privately owned 
electric system paid $62.83 for a lesser amount of electric energy. The 
revenue received by the publicly owned electric system from the 
residential consumer was 1.81 cents per kilowatt-hour, while the 
revenue received by the privately owned company was 2.54 cents per 
kilowatt-hour. 

Your subcommittee, of course, is well aware of the fact that the 
municipally owned electric systems receive a preference in the mar- 
keting of power from Federal power projects. This preference, which 
is one of availability and not of price, was first inserced by the Con- 
vress in the Reclamation Act of 1906. Subsequently, it has been 
affirmed and strengthened on 12 different occasions. The most recent 
reaffirmation of this policy came during the 83d Congress when the 
preference condition was inserted in the Faleon Dam Act and the 
Atomic Energy Act of 1954. 

Before examining some of the problems being faced today by the 
municipal electric systems as a result of operation of the preference 
clause, I would like to make this comment: We feel that the “prefer- 
ence clause” is in reality an “equality clause,” for without such a pro- 
vision it would be virtually impossible for the nonprofit public systems 
to obtain a share of this power which is produced by public funds. 

A policy of selling federally produced power at the generating 
station on the basis of first come, first served, would result in prac- 
tically all of this power flowing to the private power companies, for 
few local public agencies and rural electric cooperatives have the 
financial resources or the legal authority to build transmission lines 
to bring the power from the generating station to their load centers. 
The prefere nee clause, coupled with the obligations it imposes upon 
the Government to make this power available to the preference cus- 
tomers, therefore is absolutely essential if these local public and co- 
operative agencies are to receive more than a mere pittance of public 
power. 
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With these introductory remarks, I would now like to touch upon 
some of the problems being faced by the municipal and other local 
publicly owned electric systems in the administration of the preference 
laws. 

SOUTHWESTERN POWER ADMINISTRATION 


The emphasis of your subcommittee at the present time, as 1 under- 
stand it, is on the Southwestern Power Administration. 

In our estimation, one of the most serious threats against the 
municipal electric systems in that area in recent years has been the 
so-called integration contracts which have been proposed as a sub- 
stitute for the SPA contracts with the G. and 'T. systems. 

The nature of these contracts and their effects upon the coopera- 
tives have already been described to your subcommittee by other wit- 
nesses, so that you are well aware of the background and circun- 
stances surrounding these contracts. I therefore will not cover that 
ground again. 

The danger confronting the municipal electric systems from these 
“integration” contracts was perhaps best described in the statement 
presented by the Board of Public Utilities of the City of Springfield, 
Mo., at the hearings this year of the Public Works Subcommittee of 
the Senate Appropri: itions Committee on H. R. 6766 (see p. 481 of 
hearings). 

As you know, the city of Springfield has one of the largest muni- 
cipally owned electric systems in the SPA area, and although it gen- 
erates some of its power requirements, it has a contract for 15,000 
kilowatts from SPA. 

In the statement to the Senate subcommittee, the Springfield Board 
of Public Utilities said that the proposed “integration” contracts 
contemplated— 
the use of the preference status of the G. and T. cooperatives to purchase 
capacity from S!I’\ far in excess of their own needs and to, in turn, resell all of 
this capacity to the private power companies, with the private power companies 
selling back a portion to take care of the needs of the G. and T. cooperatives 
themselves. 

It appears to us that these proposed replacement contracts are a clear evasion 
of the preference provisions of the Flood Control Act of 1944 
the statement continued. 

It uses the flimsy excuse of a preference right of a few customers to permit 
sale of most if not all of the new capacity to be available, as well as capacity 
still unsold at present, to the private power companies without any consideration 
of the preference rights of the other customers. At best, it gives a special 
preference to a few to the detriment of all the rest of the preference cus- 
tomers. 

The board pointed out that, although the city of Springfield now 
has under construction a new steam plant which will have an initial 

capacity of 44,000 kilowatts, the city will be badly in need of addi- 
tional capacity in 1959, and the statement added: 

* * * we can see no justification for forcing the city of Springfield to expend 
millions of dollars for additional generating equipment in order that ¢ - acity, 
built with publie funds and to which we have a preference right, may be sold 
to the private power companies by subterfuge. 

The problem which confronted Springfield as a result of the threat 
of the “integration” contracts likewise faced many other municipally 
owned electric systems in the SPA area. For example, I would like 
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to call _ attention to the testimony before a subcommittee of the 
House Appropriations Committee this year by James G. Davidson, 
attorney for Oklahoma Municipal Power Users Association, which 
represents 11 utilities which purchase at wholesale from SPA. 

Mr. Davidson pointed out that more than a year ago SPA informed 
the Oklahoma municipal utilities which were purchasing power from 
SPA that these municipalities would not be able to obtain any addi- 
tional power from that agency beyond their present demands, and 
that they would have to secure their additional power requirements 
from the private power companies. In purchasing these additional 
blocks of power from the private companies, the municipalities found 
that the rate was not based on the value of power, Mr. Davidson said. 


It (the rate) is a matter of how much they (the private power companies) 
can get out of us and what angles they can throw at us 
Mr. Davidson testified. 

On April 4, we had a meeting in Oklahoma City— 
he said- 
and most of the towns were there and we discussed these various things and 
the possibility of going back to the basic contract to meet our needs. We were 
very happy to know that was a possibility. On April 6, just 2 days later, 
representatives of SPA were in some of the towns telling them the other towns 
had already signed up with the private utilities and they had better fall in line. 
We knew that was not true because we had met with the towns just 2 days 
before that. 

Three or four weeks ago the president of our organization called me and 
asked if Skiatook had signed with the private utilities, and I said no. He 
said representatives of SPA had told him that even Skiatuok had signed up. 
The reason I mention Skiatook is that we probably have had the bitterest 
light in recent years. 

We feel the Secretary of the Interior has not played fair and that the tacties 
used by SPA and the private utilities have been unfair to the municipalities— 
Mr. Davidson asserted. 

Although we are pleased that the session of the Congress just con- 
cluded provided funds _ reactivating the ore G. & T. con- 
tracts, the charges made by Mr. Davidson are of a serious nature. 
[t is our understanding that your subcommittee a ins to hold field 
hearings in the near future, and we would like to respectfully urge that 
you investigate some of the ramifications of the charges made by Mr. 
Davidson. 

May we also suggest that you investigate what appears to be a 
breakdown of major proportions in the earlier plans of SPA to 
market a rather substantial block of power to the municipal utilities. 

In this connection, I would like to call your attention to the fact 
that the SPA Administrator, in testimony presented in 1951 before 
a subcommittee of the House Appropriations Committee, inserted 
a table in the record (see ne " Interior Department Appro- 
priations for 1952, pt. 1, pp. 137 to 138) showing anticipated sales 
of SPA to municipalities in 1955 totaling 200,526 kilowatts. It is 
significant to note that earlier this year, however, the SPA Admin- 
istrator inserted in the record of the House Appropriations Sub- 
committee hearings a table (see pp. 11 and 12) showing present 
contract demands to municipal utilities totaling 29.540 kilowatts— 
only slightly more than 10 percent of that anticipated 4 years earlier. 
For your convenience, I have appended, as exhibit A, a table ex- 
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cerpting the data from these two documents, and placing in parallel 
columns the anticipated sales and the actual sales to municipalities. 

I am not aware of all the reasons which may have contributed to 
this breakdown in anticipated sales to these preference customers, 
but I have been told by some of our members systems in the area that 
the proposal to substitute the “integration” contracts for the G. & T. 
contracts has resulted in holding up the sale of some of this power 
to the munic ipal utilities. Cert tainly this would seem to be indicated 
by part 3 of the attached exhibit A, which shows that only a fraction 
of the potential municipal customers on the co-op lines have actually 
been served to date. 

An example of this seemingly complete power drought of SPA, 
insofar as the municipals are concerned, was brought to my attention 
only last week, when I was advised by one of our members systems— 
the municipal utility at Carthage, Mo.,—that an SPA representative 
had turned down the utility’s request for an emergency tie with SPA, 
on the grounds that the agency did not have any power available. 

Whatever are the reasons for this situation with regard to the mu- 
nicipal utilities in the SPA area, it is a matter of most serious con- 

cern, and we believe that your subcommittee could perform a valuable 

and sorely needed public service by investigating the various factors 
which are contributing to the sale of such a comparatively small block 
of power to the munic “ipal systems. 


MISSOURI BASIN 


In this area, one of the most serious problems facing the local pub- 
licly owned electric utilities is the rejection by the Department of 
the Interior of earlier proposals to construct a 230-kilowatt transmis- 
sion line from Fort Randall Dam to Grand Island, Nebr. This line 
has been considered as part of the Missouri Basin program for many 
years, and in line with these plans, a nameplate showing this trans- 
mission line has already been installed at the switchboard of Fort 
Randall Dam. 

Despite the fact that the construction of this line had been contem- 
plated for some years, and was being counted upon by the people of 
Nebraska, the President’s budget. message earlier this year recom- 
mended funds for a smaller 115-kilovolt line from Fort Randall Dam 
to Neligh, Nebr. This line would be inadequate to carry the power 
which had been anticipated for allocation to the State of Nebraska, 
and moreover would not bring the power to the load center, Grand 
Island. 

The entire Nebraska congressional delegation, and representatives 
of all the public agencies in Nebraska, together with officials of the 
rural electric districts and cooperatives, appeared at both the House 
and Senate hearings this year urging funds for the vital 230-kilovolt 
line rather than the inadequate 115-kilovolt line. 

As a result of these representations by the people of Nebraska, the 
House Appropriations Committee denied funds for the 115-kilovolt 
Jine and stated in its report that— 
consideration should be given to the construction of a heavier line at this time 


instead of entering into the more expensive proposition of one 115-kilovolt line 
now and another later. 
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The Senate Appropriations Committee recommended that the Bu- 
rean of Reclamation study the feasibility of the 230-kilovolt line 
and stated that— 
if the Bureau finds that it is feasible to initiate construction of the 230-kilovolt 
facility, in lieu of the 115-kilovolt facility, at this time, the Secretary should 
submit the study to the committee and await its instructions. 

The study requested by the Senate Appropriations Committee was 
submitted to that committee on July 29 by Assistant Secretary of the 
Interior Fred Aandahl. The study concluded that this line, assuming, 
with regard to firm power, only present contract commitments to the 
Nebr aska Public Power Sy stem, would accumulate a deficit of $11,- 
700,000 over a 50-year per iod, and hence was not economically feasible. 

The report, in our opinion, was unrealistic in that it assumed use 
of this line only for the present contract commitment of 32,000 kilo- 
watts of firm power, plus an additional 55,000 kilowatts of seasonal 
firm power for irrigation pumping purposes, and that 55,000 kilowatts 
would be used only for irrigation pumping. The report seemingly 
ignored the fact that the Missouri Basin interagency report on power 
requirements and supply—Missouri River Basin, dated May 1953, 
contemplated the delivery of additional blocks of firm power to 
Nebraska. 

Furthermore, a May 1955 report studying interconnections between 
the Missouri River Basin project and the Nebraska Public Power Sys- 
temi—a report sponsored & the Bureau of Reclamation and made on 
the Bureau’s network analyzer in Denver—stated as follows in 
Conclusion No. 3: 





3. No reasonable substitute for a Fort Randall-Grand Island 230-kilovolt 
interconnection was apparent from this study, except for the remote possibility 
of new NPPS (Nebraska Public Power System) generation at Grand Island. 
Several alternative arrangements were investigated, each of which considered a 
230-kilovolt interconnection between Sioux City and Omaha, however. For each 
of these arrangements, undesirable operating conditions would result at Fort 
Randall, which would be remedied only by extensive additions or changes to the 
Fort Randall powerplant or switchyard. 


Perhaps of even greater importance, however, is the contention by 
officials of the Nebraska Public Power System to the effect that in their 
negotiations with Bureau of Reclamation officials leading up to the 
present contract—negotiations which covered a period of 3 to 4 years— 
both negotiating parties assumed that the Bureau would construct 
certain transmission lines, among them being the 230-kilovolt line 
from Fort Randall to Grand Isl: ind. 

Yet, in Mr. Aandahl’s report to the Senate Appropriations Com- 
mittee dated July 29, 1955, he acknowledged these prior considerations 
only with these words: 


While the Oahe powerplant coming into production in about 1961, which is in 
South Dakota, would have a sizable block of additional power, no attempt has yet 
been made to determine how much might then be sold in the State of Nebraska. 
That decision will depend on the number of applications for power at that time 
und also on the amounts needed to firm up present commitments. 

Mr. Chairman, we believe that the present attitude of the Depart- 
ment of the Interior toward this transmission line to Nebraska borders 
on a breach of faith of the Department with the people of Nebraska. 
rom my own rather close personal associations with the leaders of 

he Nebraska Public Power Systems, I can state ¢ ategorically that the 
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people of Nebraska do not now, and never have desired, to deprive 
the people of the other States in the Missouri Basin of a fair share of 
federally developed hydroe lectric power, a fear which seems to be 
lurking in the minds of some. I ask, however, that your subcommittee 
consider these facts: 

1. Nebraska is an all-public-power State, and therefore is entitled 
to a preference under the law; moreover, Nebr: aska is the — State in 
the Missouri Basin which is wholly within the drainage area of the 
basin; vet 

The Bureau of Reclamation has invested $50 million in high 
voltage transmission lines and substations in North and South Dakota 
to deliver Missouri River power to load centers of pub licly and pri- 

ate ‘ly owned transmission syste! ms in those States, and in construc ting 
a 230-kilovolt transmission line from the Oahe Dam site in South 
Dakota to Granite Falls, Minn., at an approximate cost of $17 million 
to deliver power in the State of Minnesota. At the same time, $13.6 
million is being spe nt for a high-voltage line to serve loads in northwest 
Iowa. Thus far. however. the Bureau is spending only about $1 mil- 
lion to construct lines to bring power into Nebraska—an all-pub] c 
power State, wholly within the Missouri Basin 

We earnestly believe this situation merits the prompt atte tion oO 
vour subcommittee. 

PACIFIC NORTHWES1 


As to the Bon neville Power Administration, in this area, which 


the greatest potential of hydroelectric power capacity—almost 40 
million kilowatts—of any in the country, it is ironic and tragic that 
one of the most serious problems has been the construction of ne 


capacity to keep pace with the needs of the area. 

We are pleased that the session ot Congress just concluded appropri 
ated funds. for the first time in 5 vears. to begin construction of nev 
power facilities in that area. Thus has ended a serious drought i1 
funds for new construction—a drought which began in the 1951 fisea 
vear, when the Congress last appropr iated funds for a new start at t] 
time on the Dalles project. Because ot the Kore in war. no Tunds were 


requested for a new start in the 1952 fiscal year. In 1953 fiscal vea 
funds were requested for the ce Harbor project, but were denied b 

the Congress. In 1954, L955, oe 1956 fiseal vears, no funds were re- 
quested in the President’s budget for new starts in the Pacific Nort} 

west, 


The seriousness of this situation both to the preference and no 


preference customers was emphasized in the following statement from 


the 1954 advance program of the Bonneville Power Administratio1 
(see p. ~) which was released September &. 1954: 

Studies by the Bonneville Power Administration in cooperation with n 
Federal utilities, indicate that, despite the larpe ec nstructiot 7 





the West Group utilities in the Northwest Power Pool will be un 
heir firm loads under minimum water conditions by the year 1961-62 even wit] 
the use of relatively high-cost steam. 

The West Group covers all of Washington, most of Oregon and 
northern Idaho. 

The report adds that the West Group will have increasing deficits 

prime capabilities, increasing from 200,000 kilowatts in 1961-62 
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to 800,000 kilowatts in 1963-64. This does not include provision for 
electroprocess industries which would find favorable conditions for 
establishment in the Pacific Northwest if low-cost power were made 
available. Such potential loads are estimated by Bonneville to be in 
the neighborhood of 3 million kilowatts. 

Although the addition of the new starts authorized this vear—Ice 
Harbor, which has 139,000 kilowatts initially: Cougar Dam, 30,000 
kilowatts; and Hills Creek, 20,000 kilowatts—will alleviate the situa- 
tion to some extent, it is obvious that the program of new starts 
in the Pacific Northwest must be accelerated if the rapidly increasing 
power demands of the area are to be met. 

For that reason, we believe one of the most serious blows which has 
been directed against the public agencies of the Pacifie Northwest— 
as well as against the general economy and well-being of that entire 
area—has been the passive role taken by the Federal power agencies 
in the past few vears in seeking new starts of multipurpose hydroelec- 
tric power projects in the Pacific Northwest and elsewhere in the 
country. 

Another equally important facet of this same problem has been the 
withdrawal of the Department of the Interior as an intervener in 
opposition to the [Idaho Power Co.’s application for a license to build 
three low-head dams as a substitute for the high Hells Canyon Dam 
on the Snake River. 

We do not believe, nor do we advocate, that the Federal Govern- 
ment should intervene in opposition to all applications made by private 
power companies to build hydroelectric power projects. But where a 
private power dam would not fully donde all of the resources of the 
river, and where such development would interfere with an integrated. 
regional development plan, and where such a project would provide 
less power at the site and destroy downstream power benefits, then we 
believe that the Federal Government, as the representative of all the 
people of the United States, has a clear obligation to intervene in the 
publ interest in opposition to such halfway, piecemeal plans. 

In our estimation, to withdraw from intervention—as the Secre- 
tary of the Interior did on May 5, 1953—was not to be impartial, as 
the Secretary claimed. Such action on the part of the Secretary was 
an abdication of public responsibility. Although the National Hells 
Canyon Association and many other groups, heroically and against 
great odds, attempted to fill the void created by the Secretary’s with- 
drawal, subsequent events have shown that only the power, prestige. 
resources, and technical know-how of an agency such as the Depart- 
ment of the Interior can fully protect the public interest in a proceed- 
ing such as was conducted by the Federal Power Commission. 

The Federal Power Commission decision publicly announced last 
week, but arrived at 8 days earlier, while Congress was still in session, 
blandly ignores, in our opinion, many of the salient features of the 
Hells Canyon Project which would make this, by all odds, a superior 
project to that of the Idaho Power Co. But if this and future genera- 
tions are denied forevermore the additional benefits which could be 
reaped from the high Hells Canyon Dam, the responsibility will rest 
not only upon the Federal Power Commission, but upon the Depart- 
ment of the Interior, which abdicated its responsibilities to the public. 

I do not know whether or not the Federal Power Commission is 
within the purview of your committee, but if it us, may I respectfully 
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suggest that the following are a few points with regard to the 
F PC decision on Hells Canyon which may bear examin: ition : 

Considering the fact that the written record of the examiner's 
ead ing on the Hells ¢ Canyon case consumed more than 20,000 pages, 
and lasted more than a year, how much time did the Commission 
actually give to consideration of its decision? I call your attention 
to the fact that oral argument was held by the Commission only on 
July 6, and the 24-page opinion and 15-page order were adopted on 
July 27—3 weeks hence. 

2. W hy was the announcement of the Commission delayed for 8 
di - —until after the adjournment of Congress? 

Was work started on the preparation. of the decision before oral 
ar ae was held 4 

These are just a few questions which this decision—and the circum- 
stances surrounding it—bring to the mind of the public. We hope 
your subcommittee can find the answers to these and other questions. 

In the interests of conserving time, I will merely discuss briefly 
some other facets of governmental policies which, we believe, are ad- 
versely affecting the ‘interests of the munic ipal and other local pub- 
licly owned electric utilities in the Pacific Northwest: 

i. Contract provisions with public agencies: Under the Bonneville 
Power Administration contracts with the public agencies, a so-called 
ratchet provision is included whereby the utility is assessed a demand 
charge on the basis of 80 percent of the maximum demand for the 11 
prior months. Such a provision is not included in the contracts with 
the private power companies, and as a result, during the calendar year 

1954, the public agencies and cooperatives paid an average of 2.94 mills 
per kilowatt-hour to Bonneville, while the private companies paid 
2.13 mills per kilowatt-hour, 

Bonneville’s rationale for this ratchet provision is that it is selling 
firm power to the public agencies, whereas the sales to the private 
companies are subject to withdrawal as - needs of the public agen- 
cies increase. The fact of the matter however, that although 
theoretically the private companies’ alindannni of power is subject to 
withdrawal, the only time when power has been curtailed to the private 
power companies was during the Korean war emergency, and on that 
occasion the supplies to the public agencies were curtailed by the 
same proportion. In effect therefore, the ratchet provision acts as a 
windfall to the private utilities, and there would appear to be no 
eg ation for it. 

. Recognition of existing contracts with public agencies: Some 
6 or 7 years ago a number of Tocal public agencies in the ‘Pacific North- 
west signed contracts with Bonneville Power Administration. Such 
contracts provided for a certain number of delivery points, including 
transformation, as provided in the Bonneville Power Act. Sever ‘al 
of the contracts indicate that new points of delivery will be provided 
as needed, and even if such a provision is not specific in the contract it 
would certainly have to be assumed, because all utilities are growing 
rapidly and their needs for delivery points change from year to year. 

In recent months, however, public agencies requiring new delivery 
points have found that the Bonneville Power Administration did not 
wish to include such delivery points within the present contracts, but 
instead insisted upon reopening the contracts for inclusion of several 
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new clauses which the local public agencies considered detrimental 
to their interests. In order to prevent the reopening of these contracts, 
several of the districts, I am informed, have installed their own facil- 
ities, even though the Bonneville Power Act states that such facilities 
are to be provided by the Government. Other public utility districts 
have had to postpone needed delivery points, which has cost the dis- 
tricts, as well as t the Government, additional line losses. 

In cases where the local agencies have had no alternative but to 
renegotiate their contracts, they have been faced with this problem : 
Bonneville in the past few years has signed new 20-year contr acts W ith 
the private power companies which st tated that nothing in these con 
tracts shall affect the existing contracts with the preference customers. 
The serious question which has been raised m the minds of local public 
agency officials is whether a renegotiated contract gives them the same 
protection, under the 20-year private utility contracts, which they 
received under their old contracts. An even more serious question, we 
believe, is whether Bonneville should be permitted to use an operating 
pressure point to force new policy changes on the public agencies. 

With regard to other features of the 20-year contracts to which I 
have referred above, I would like to suggest that your subcommittee 
examine the letter which Albert C. Ullman, president of the Idaho- 
Oregon-Washington Hells Canyon Association, sent last year to Sen- 
ator William H. Langer, at that time chairman of the Senate Judiciary 
Committee and its Subcommittee on Antitrust and Monopoly Legisla- 
tion. This letter was released to the press by the National ells C'an- 
von Association on February 5, 1954. It « ‘ontains a number of specific 
objections both to the 20-year contracts and other facets of govern- 
mental power policy which I believe merit your attention. 

3. Rescinding order requiring private utilities to wheel power over 
lines traversing public lands. Your subcommittee has already accom- 
plished valuable work in exposing the circumstances surrounding the 
rescinding by the Department of the Interior of the order requiring 
private companies to wheel power for the Government when they are 
given permission to cross public lands. In this connection, I can only 
say that, increasingly, the Federal Government is encountering diffi- 
culty in obtaining ‘satisfactory wheeling arrangements with the pri- 

vate power companies, and as a minimum the Government should ex- 
pect these companies to wheel power for the Government when they 
cross public lands, provided that they have excess capacity in their 
lines and are compensated therefor. 


OTHER AREAS 


In addition to the problems which have mentioned above, the local 
publicly and cooperatively owned electric systems are experiencing 
difficulties in other sections of the country. 

In the TVA area, you are already familiar with the Dixon-Yates 
controversy and the threat which it constituted to the municipal 
utilities and rural electric cooperatives which distribute TVA power. 
Although the Dixon-Yates contract is slated for cancellation, the 
threat to the future well-being of the local public and cooperative 
agencies continues to exist, for the constantly increasing demands for 
power in the TVA area should be supplied in a manner that will pre- 
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serve the unique advantages of the regional, integrated TVA power 
system. The TVA self-financing plan incorporated in the Davis- 
Jones bill and the Kerr bill provides a satisfactory means for retain- 
ing the basic features of the TVA regional power system, but already 
the private-power companies have opened fire on this plan. 

In the Southeast, the rights of the preference customers are being 
jeopardized because of the unwillingness of the Georgia Power Co, 
to sign a wheeling contract with the Department of the Interior 
whereby power from Clark Hill Dam could be furnished to the pref- 
erence customers. This matter has been pending for some 4 years, 
and meanwhile a substantial portion of the power from this project 
has been sold to the private-power companies. I will not discuss this 
matter in any greater detail, since I believe that other witnesses before 
your subcommittee have already discussed this question. 


SUMMARY 


Summing up the conditions which I have described in my state- 
ment, 1 would say that they represent changes in policy which re 
dound to the detriment of the local public agencies and to the favor of 
the private-power companies. Considering the healthy effect which 
the local publicly owned electric systems and the rural-electric coop 
eratives have had upon the electric-rate structure in this country, and 
the contributions they have made toward greater use of electric power, 
[ cannot believe that policies which are detrimental to these utilities 
are in the national interest. 

It is not the position of our organization now—nor has it ever been 
our position—that the electric industry of this country should be 
federalized or nationalized, or should be entirely under the control 
of public power. By the same token, however, we believe it would 
be equally dangerous to have a nationwide private-power monopoly, 
and I regret to say that some of the policies which I have described 
above definitely encourage such a trend. 

Perhaps most serious of all, however, is the slowdown which has 
been experienced in recent years in developing our valuable hydro 
electric power resources. Though atomic energy offers great promise 
for the future, there are still many undeveloped hydroelectric power 
sites in this country which, if harnessed, could produce power far 
more cheaply than power from nuclear or conventional fuel sources 
under present technological conditions. Such steps as your sub 
committee can take to point the way anew to policies that provide 
for the prompt development of our water resources with maximum 
benefit to all the people of the Nation would be of inestimable value. 

I thank you Mr. Chairman and members of the committee for this 
opportunity to appear before your subcommittee. 


(The exhibit submitted for the record by Mr. Radin are as fol 
ee 
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Altus, Okla 
Clarksville, Ark 
Comanche, Okla 
Duncan, Okla 
Edmond, Okla 
Granite, Okla 
Lexington, Okla 
Pureell, Okla 
Wetumka, Okla 
Wilson, Okla 
Cashion, Okla 
Crescent, Okla 
Cushing, Okla 
Copan, Okla 
Dacoma, Okla 
Eldorado, Okla 
Frederick, Okla_ - - 
Geary, Okla 
Goltry, Okla 
Hominy, Okla__. 
Kaw City, Okla 
Kingfisher, Okla_-__- 
Manchester, Okla. 
Manitou, Okla_. 
Olustee, Okla 
Pawhuska, Okla 
Perry, Okla 

Pond Creek, Okla 
Prague, Okla 
Ryan, Okla-. 
Sallisaw, Okla 
Tecumseh, Okla 
Walters, Okla 
Watonga, Okla 
Weleetka, Okla 

W vnnewood, Okla 
Yale, Okla 
Blackwell, Okla 
Newkirk, Okla__ 
Pawnee, Okla 
Stillwater, Okla 
Strond, Okla 
lonkawa, Okla 
Skiatook, Okla 
Spiro, Okla 


Subtotal 


West Plains, Mo___-- 
Paris, Ark . 
Lindsay, Okla z 
Springfield, Mo.‘ 


Subtotal 


See footnotes at end of table. 
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Estimated 1955 
loads of pre- 
ferred cus- 


44 
tomers that eal 

Municipality ean be server my 
; ed commit- 


from transmis- 
sion lines 
leased from 

cooperatives ! 


ments? 


Anadarko, Okla | 2, 280 600 
Burlington, Okla 140 
Carmen, Okla ie 360 
Cherokee, Okla | 2, 930 
Cordell, Okla ___- 1,070 | 
Fairview, Okla 1,120 | 
Mangun, Okla 1, 595 
Marlow, Okla 1, 160 5 
Okeene, Okla 960 
Bentonville, Ark 1, 600 
Jonesboro, Ark 8 785 
Nettleton, Ark 720 
Osceola, Ark 4, 800 
Paragould, Ark 6, 290 
Siloam Springs, Ark 2, 000 
Campbell, Mo 630 
Charleston, Mo 4 000 
Farmington, Mo 2,120 
Fredericktown, Mo 1, 750 
Jackson, M 9' 050 
Kennett, Me 1 | 
Malden, Mo Z 
New Madrid, M 1, 





Poplar Bluff, Mo 1, 500 
Sikeston, Mo 3, 000 
Thayer, Mo. 
Armstrong, Mo 
Centralia, Mo_..-- ; ; i 
Columbia, Mo 
Favette, Mo 
Fulton, M¢ 
Hermann, Mo 250 
Marshall, Mo ‘* 
Owensville, Mo at 
Paris, Mo ‘ 
Perrv, Mo 7 360 
Salisbury, Mo 725 
Slater, Mo 5 4 ne 5 a 1, 810 
Vandalia, Mo 7 ; ae ‘ ; son ; 1, 460 | 
Altamont, Kans ‘ 150 
Arma, Kans ; ‘ ; a a i 220 
Coffeyville, Kans sali ; a 11,710 
Garnett, Kans Baten ; 1, 320 . 
Girard, Kans_-_-- - nal ; : . ; 1, 180 
Iola, Kans ‘ : 3, 660 
Mulberry, Kans ; moe 280 | 
Osawatomie, Kans 4 ae us j 2, 200 
Ottawa, Kans : ‘ a Sia ine 6, 880 
Butler, Mo = ; ec ‘ lai i 1, 880 
Carthage, Mo : : ‘ 7 : 5, 600 
El Dorado Springs, Mo nikal where ain ‘ 720 
PIOETINORI VINO, DAO. « ccescnenccccncsos waa la ati tied ote ans ta aoeot 1, 020 ; 
Lamar, Mo ae PR REE N oa +o Ree no cae buka a: 1, 460 1, 500 
I cnn SS Eee Jeauecaakes ’ WO lssae 5 
Manett, Mo icin iota chcuhen homed’ e iss ehaablaihsetel ae as 1, 990 
Mount Vernon, Mo-.-..-.---- ee kiicaodnedth bpp etanemdiiatadals aasen 880 - 
Pleasant Hill, Mo_...-- bain inti iced Gahnitnle sated S80 
Rich Hill, Mo........- aati Sidi tae Ncae ae ‘i és : cae 580 
Salem, Mo eed =. eS & eae ; a hee 1, 799 
Lebanon, Mo SS : LS wicknanbbeweuneunete ; va oi 7s 3, 810 
Subtotal ee 2 oad, duke: eatnad dik A ee aa eta ee oe 135, 560 6, 250 
Grand total -- = sat pated Ade coluatearnignnanscx orcas : eae 200, 526 29, 54 


1 Excerpted from pt. 1 of House Appropriations Committee hearings on Interior Department appro- 
priations for 1952, p. 137. 

2 Excerpted from central section, pt. 2 of House Appropriations Committee hearings on public works 
appropriations for 1956, p. 11. 

3 Under contract. 

‘It was originally planned to serve Springfield, Mo., over a Government-owned transmission lin 
however, it has since become feasible to serve Springfield from lines leased from an electric cooperative, and 
this is being done through the Northwest Electric Power Cooperative, Inc. 
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Mr. Cuuporr. Mr. Radin, I would like to ask you 2 or 3 questions 
and I presume the other members of the committee would probably 
like to ask you some questions on your statement, and also some other 
problems. 

I wonder if you would tell the committee the importance of pub- 
licly owned utilities in providing a competitive influence in the electric 
industry. Do they add to the competition and influence rates paid, 
also ¢ 

Mr. Raprn. As you know, by and large there is no c cogent ition with- 
in any given area in the electric business. There are a few cities of 
the country where both publicly and privately pre systems operate; 
but, by and large, there is no competition and the consumer of electric 
power has only one source from which he can buy electric power. 

The only type of competition that can be injected into this industry 
is competition between publicly and privately owned systems and the 
adv antages of this type of competition have been shown in many areas 
and in many ways. For example, you will find on the periphe ry of 
the TVA area that the rates of private power companies are just about 
equal to those in the TVA area because of the threat of competition 
or force of this competitive lever. 

The same is true in the case of the municipally owned utilities that 
are not tied tied into the Federal power system. For ex: unple, take 
the city of Springfield, Ill., which is served both by a munic ipally 
owned system and by a privately owned company. I think the major 
part of the domestic customers, the larger part of the residential see- 
tion, are served by the municipally ow ned system. The private power 
company has a generating plant in the city of Peoria, which is some 70 
miles north of Springfield. 

The rates of the private power company in Springfield, where it 
has competition with the municipally owned system, are just about 
equiv a non those of the municipally owned system. But as the 
company area becomes more distant from the service area of Spring- 
field, rd rates increase. For example, even in Peoria, where the 
city’s generating plant is located, the rates are higher there than they 
are in Springfield. 

That, I think, is an example of the competitive influence of municipal 
and public ly owned electric systems. 

Mr. Cuuporr. I notice in your statement that your organization 
complained about the present governmental policies. W ould you say 
that the present governmental policies have been influenced in recent 
vears by lobbying and certain other propaganda activities of the pri- 

vate power companies ? 

Mr. Raprn. It is very difficult to ascertain the extent of influence of 
the lobbying and propaganda activities. We do know that the pri- 

vately ow ned power companies have a number of different organiza- 
tions through which they conduct lobbying and propaganda activities. 
The extent of their spending I believe is unknown but it undoubtedly 
runs into millions of dollars. For example, they sponsor full page ads 
in large magazines, have radio programs, television programs, and 
many other activities. The fact of the matter is that there are many 
policies being advocated by Interior which parallel those of the private 
power groups. The extent to which that influence has been felt is 
rather difficult to put your finger on. 
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Mr. Cuvuvorr. I guess it goes without saying that these advertise- 
ments that appear in the newspapers and on the radio, television, and 
so forth, are shown in the cost of operation of the system which is 
eventually considered by the public utility commissions in the rate they 
vive and the consumer eventually pays that anyway. So, actually, 
the consumers lobby to have policies made which they pay for them- 
selves. 

Mr. Rapin. To an extent that is correct. : 

Mr. Cuvporr. One other question: I wonder if you could explain 
to the committee why Federal power is so important a source of whole- 
sale power to your municipally owned electric systems. _ / 

Mr. Rapin. The reason why the Federal power system 1s so impor- 
tant is found, I think, partly in the nature of the electric industry, 
insofar as the technology is concerned. As the electric industry has 
grown, it has become increasingly important LO provide integrated 
systems on a regionwide basis, or a basis that covers as large an area 
as possible. These municipally owned systems generally are confined 
to their own city limits or the immediate environs of the city and they 
are not able to take advantage themselves of the economies of large- 
scale operation of the large private power companies. So that the 
advantages which they receive from the hydroelectric developments 
of the Federal Government are a substitute, to them, for the type of 
advantages which privately owned companies can achieve through 
their larger integrated systems. 

Mr. Cuuporr. Mr. Jones, do you have any questions ¢ 

Mr. Jones. I have no questions at this time. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. I have a question, Mr. Chairman, relative to the gentle- 
man’s statement on page 3. In the second paragraph, the last three 
lines, you say— 

The revenue received by the publicly owned electric system from the residential 
consumer was 1.81 cents per kilowatt-hcur, while the revenue received by the 
privately owned company was 2.54 cents per kilowatt-hour. 

Referring to the publicly owned electric systems: Are they subject 
to tax ¢ 

Mr. Raprx. They are not subject to Federal tax but they, in most 
cases, In practically all cases, pay a local tax. They do not pay a 
Federal tax. 

Mr. Knox. Is it my understanding, then, that it is your opinion that 
the city that owns a utility taxes their own utility ? 

Mr. Rapin. It is usually an in-lieu payment. In many cases they 
have no legal tax but this in-lieu tax is a payment which they contribute 
by virtue of an informal agreement between the board of commission 
ers, or the governing body, of the electric system and the city 
government. 

Mr. Knox. Is it not true that the municipality receives the revenue 
from the publicly owned utility and they use it for other purposes 
use the excess of what it costs for operation ? 

Mr. Rapin. Not entirely. Some of that revenue is, of course, turned 
over to the city and the city uses it for the same purposes for which 
it might use the tax revenue it might receive from any other industry, 
or might receive from the privately owned system. And there are 
many cases where municipally owned plants make certain contributions 
to the city government ; there are many examples where the city owned 
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systems provide the street lighting free or on a reduced rate to the 
Government. And that is a type of contribution that is not shown in 
many cases in the reports submitted to the Federal Power Commission. 

Mr. Knox. Is it not true that the privately owned companies are 
assessed upon the tax rolls of the municipality and are subject to 
the same rates as any other personal or real property ¢ 

Mr. Rapin. Yes; that is true. 

Mr. Knox. And then they use that money, or that money is used 
for appropriation by the city or municipality to furnish fire protection, 
police protection, sewage, schools, and everything else ‘ 

Mr. Rapin. I think, basically, there is no difference between the 
manner in which the city uses revenues it receives from a municipally 
owned plant and the manner in which it uses revenues received from 
taxation, or taxes from the privately owned power companies. 

Mr. Knox. You know, do you not, that the municipally owned plant 
does not have their property assessed on the assessment rolls and tax 
rolls of the municipality ¢ 

Mr. Rapin. That is true. They are not subject to local taxation as 
such. What they make is a contribution which in many, many cases 
is equivalent to or in excess of the amount which would be paid by 
the privately owned company which has its property on the tax rolls. 

Mr. Knox. You do not mean to tell this committee that the munici- 
pally owned plant is one that makes a contribution aside from the rates 
which are established by the municipality ¢ 

Mr. Rapry. I am not sure I understand your question. 

Mr. Knox. The municipality establishes the rates which shall be 
charged for the power. 

Mr. Rapin. Yes, sir. 

Mr. Knox. And it is entirely up to the municipality as to whether 
or not they put a rate on for that power that would be suflicient to bring 
additional revenues into the cotfers of the municipality and that many 
municipalities that have these powerplants do that very thing—they 
put arate on from which they expect they will derive half a million 
dollars or a million dollars in revenues beyond the cost of operation and 
that is used, of course, for the operation of the city. In some it is much 
less, so it is not uniform at all. So where you derived these figures, 
I do not know. 

Mr. Rapin. Those figures are derived from the Federal Power Com- 
mission statistics on publicly and privately owned utilities. They pub- 
lish statistics annually giving rather complete details, and these figures 
were derived from the Federal Power Commission statistics on the 
class A and B utilities. 

Mr. Knox. I notice you also state that from the publicly owned 
powerplants it costs the consumer $57.88 on an average and $62.83 
from the private utility companies. 

Mr. Raprn. Yes, sir. 

Mr. Knox. The contributions that are forthcoming for public 
power from the Federal Government are not from any one section of 
the Nation; they are from the Nation as a whole. Do you feel that 
those areas which do not have public power should be making a con- 
tribution to those where public power is available, so far as cheap 
power is concerned ¢ 

Mr. Rapin. We do not consider it as a contribution, because those 
appropriations which are made by the Congress are repaid in full to 
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the Federal Treasury. So that they are not contributions in the sense 
that you consider contributions as gifts which are not repaid. 

Mr. Knox. In the 2d session of the 83d C ongress the TV A requested 
$175 million of appropriation from the Federal Government for con- 
struction of 2 steam plants; and also requested an additional appro- 
priation for construction of a third steam plant. Are you now In- 
forming the committee that TVA is going to refund that money 
back to the Federal Treasury ? 

Mr. Rapin. Yes, I am; because, by law, TVA is required to pay all 
appropriations which it receives from Congress over a 40-year period. 
So it is a matter of law that they are required to repay those appro- 
priations. 

Mr. Knox. There is no interest charge? 

Mr. Rapin. Not as such; no, sir. 

Mr. Knox. Would you be willing to inform the committee as to 
what happens with the revenues of TVA ? 

Mr. Rapry. Well, they are used either for reinvestment Ao new 
facilities, or returned to the Federal Treasury. And, as I say, they 
are required by law to repay the investment over a 40-year res iod in 
power facilities. So the Federal ‘Treasury receives back from TVA 
all money which Congress appropriates to TVA. 

Mr. Knox. Has TVA ever returned any of the revenues from opera- 
tions to the Treasury # 

Mr. Jones. It just paid $25 million. 

Mr. Knox. I am asking the — an the question, Bob. 

Mr. Rapin. Yes, they have. I do not have with me the figures, but 
I can supply those for the record if you would like. 

Mr. Knox. I think it would be well to have them. 

Mr. Rapry. For example, the Bonneville Power Administration, 
which is also required to repay appropriations, is ahead of schedule 
on repayments by a very considerable amount. So the Government 
is getting back funds from Bonneville in advance of the repayment 
ty 

Mr. Cuuporr. Mr. Knox, I think if you will look into the record, 
you will find that all—I won’t say “all,” but most of the power com- 
panies set up under the Federal Government system have either paid 
back in accordance with their . ‘hedule, or in advance. You will find 
very few that are in default. I do not have the exact figures, but | 
think if you want them for the record we can get them for you. 

(The information requested is as follows :) 


{From TVA—Dividends to the Nation, TVA Annual Report to the Congress for the Fiscal 
Year Ended June 30, 1954, pp. 40-41] 


TVA PAYMENTS TO THE TREASURY FROM POWER EARNINGS 


During fiscal year 1954, TVA paid $15 million of power earnings into the 
United States Treasury general fund and used an additional $5 million to 
retire bonds held by the Treasury, making the total for the year $20 million. 
Since passage of the 1948 act requiring TVA to make payments to the Treas- 
ury which would equal the appropriated funds invested in the power system 
within 40 years, TVA has paid $77,500,000. TVA was well ahead of schedule 
which, on the basis of payment of one-fortieth, or 2% percent, of the principal 
amount each year would have required $66,034,000 at the end of the fiscal year. 
No interest payment is required on the appropriated funds invested in the power 
system; however, the return on the power investment has averaged 4 percent 
annually since operations began in 1933. 

The above figures do not include payments of $15,059,000 to the Treasury 
general fund and $8,573,000 of bond redemptions made prior to the passage of 
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the 1948 act. These figures bring the total payments from power revenues to 
$101,132,000. (TVA has also paid into the Treasury $22,039,000 of other 
proceeds. ) 

The remainder of TVA’s accumulated net earnings, amounting to about $153 
million, has been reinvested in the power system, and represents power assets 
owned by the Federal Government in addition to those provided from appro- 
priations. 

At the close of the fiscal year 1954, the funds employed in power operations 
totaled $1,026,375,000, of which $968,365,000 represented the net investment 
in plant. Of this total sum, $757,215,000 came from appropriations and $29 mil- 
lion was represented by bonds. Accumulated net income of $238,886,000 
accounted for the remainder of the power assets. 


(From United States Columbia River Power System, 1954 Report, p. 2] 
BONNEVILLE POWER ADMINISTRATION 


As of June 30, 1954, the Federal gross investment allocated to commercial 
power operations for both generation and transmission was $1,240,790,232. The 
invested capital was reduced to an unpaid balance of $842,596,730 as of June 
30, 1954, by cumulative repayments to that date of $170,409,916, equal to 16.82 
percent of the total investment. Repayment of the capital investment in the 
Bonneville Power Administration transmission system is approximately $55,- 
400,000 ahead of schedule. 

Mr. Knox. I feel in all fairness to the committee and to the public 
that the schedules of payments and obligations should become a part 
of the record. 

Mr. Cuuporr. I agree with you. As a matter of fact, if you will 
recall, at the last hearing we had I said the Department of the In- 
terior and Mr. Aandahl, or any representative they wanted to send, 
would have an opportunity to appear at the hearings of the committee 
for the purpose either of answering statements made by various or- 
ganizations or to state reasons for their present policies, and at that 
time I intended to ask them to bring all of these figures with them. 
But if you would like them at this point, I think we can get them 
for you. 

Mr. Jonas. Before you leave that point, will you yield ? 

Mr. Knox. Yes. 

Mr. Jonas. With respect to this statement about earnings being 
sufficient to repay all advances, are you familiar with the report of 
the Comptroller General of the United States made to Congress for 
the fiscal year 1953, in the audit report on the Southwestern Power 
Administration in which the Comptroller General states that the in- 
come from power sales lacked $2,582,175 of producing enough revenues 
to cover the cost of producing electric energy and to amortize the 
Government’s advancements in 1 year? 

Mr. Raprn. I do not believe I am familiar with that specific report. 

Mr. Jonas. I would like to recommend to the witness that he get 
that report of the Comptroller General, his audit report on the South- 
western Power Administration, and you will find he says that the 
total receipts from power sales during that year amounted to $1,777,- 
134 and that the ahliostites of the Southwestern Power Administra- 
tion amounted to $4,359,309, leaving a deficit of $2,582,175 for 1 year 
of operation. 

Mr. Cuuporr. Before you answer that question, is there any- 
thing in the report that shows that the most of that power was sold 
to private utilities at dump rates, which means at a losing rate? 
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Mr. Jonas. I have sent for the report. I find excerpts from it in 
this hearing on the central section, part IIT of the hearings on Public 
Works Appropriations of this year. I have sent for the report it- 
self, but I have not received it and I thought Mr. Radin might have 
had occasion to read that report. 

Mr. Raprn. No, sir; I am sorry; I have not had occasion to do so. 

Mr. Cuuporr. Mr. Jonas, I think you will find the cause of that 
deficit is because they develop new power areas which immediately 
do not show. 

Mr. Jonas. I do not think that necessarily follows, because I am 
quite sure Mr. Wright testified before that Public Works Subcom- 
mittee that rates set forth in schedule A, which has been in effect 
continuously since 1947, I believe it was, were entirely unrealistic 
and unrelated to the cost of construction. I think he testified further 
that those rates were based on estimated costs of construction which 
turned out to be 55 percent too low. So I do not think you could 

say the sale of dump power necessarily caused it. I think that whole 
rate structure was obviously too low, that is, the rate structure set 
forth in schedule A. 

Mr. Cuuporr. I think, personally, if power sold to private power 
companies at dump rates was sold to private power companies at 
proper rates, you probably would not have a deficit. I think it was 
agiftoragiveaway. That ismy personal opinion. 

Mr. Jones. Does that report show whether or not the deficit was 
incurred over the whole period of operation of the Southwestern 
Power Administration or in a single year? 

Mr. Jonas. This is page 688 of the central section, part III. I do 
not know how to state it for the record, because I am going to refer 
tosome columns. Maybe we can leave it off the record for a moment. 

(The matter referred to is as follows :) 

Annual power charge 
| 


| Interest and | ; 
Operation 
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The construction costs allocated to power and the annual power charges must 
be finally determined before power rates can be properly established in accordance 
with the requirements of section 5 of the Flood Control Act of 1944. 

(Nore.—Copied from p. 15, Audit Report to the Congress of the United States, 
Southwestern Power Administration, Department of the Interior, for the fiscal 
year ended June 30, 1954, by the Comptroller General of the United States.) 

Mr. Cuuporr. If you will give us the page, we will have the page 
photographed for the record. 

Mr. Jonas. Page 13 of the Audit Report to Congress on the South- 
western Power Administration, Department of the Interior, for the 
fiscal year which ended June 30, 1954—which would have been fiscal 
1953—by the Comptroller General of the United States. He shows 
in 1 column interest and amortization of the project investment, 
$3,613,000; operation and ordinary maintenance, $746,309, or a total 
of $4,859,309. Deduct net income from operation, $1,777,134. Then 
he shows average revenue necessary to ¢ over cost of producing electric 
energy and to amortize the Government’s investment for the projects 
in operation for the entire fiscal vear 1954 as $2,582,175 

Mr. Cuvporr. You remember the testimony, Mr. Jonas, of the wit- 
nesses who told us about the breaking down of the G. and T. contracts 
and the falling of the market as a result of it, and the complaints about 
the breaking down of those contracts. 

I think if you will analyze those figures you will find there is a 
deficit as a result of that falling market and the disintegration of the 
svstem as a result of the breakdown of the G. and T. contracts. 

Mr. Jonas. I think on the contrary if you will study the South- 
western Power Administration schedule A rates, we have had testi- 
mony before the committee stating that they have been working on 
them since 1951 and there was little argument as to whether the rate 
would have to go up from 5.5 mills to 7.25 mills, or up to 8 mills, so 

‘hat there was not any argument about the need. 

Mr. Jones. Was not the prevailing rate structure based upon miseal- 
culations of project costs of the Corps of Engineers for some of the 
hydro projects ¢ 

Mr. Jonas. The most of it was based on an inspection of the con- 
struction costs. I think the testimony before the Appropriations Com- 
mittee was that the costs were 55 percent underestimated. 

Mr. Jones. Was not Bull Shoals miscalculated by the Corps of Engi- 
neers? I think it would be appropriate for the committee, in addition 
to that, to have a statement from Southwestern Power of its total 
operations since enactment, showing a balance sheet of its profit and 
loss. 

Mr. Cuuporr. We are going to get the Interior Department in here, 
but I want to say to you, Mr. Jonas, my recollection is that Dr. Bla- 
lock’s testimony was that even though new schedules or new rates have 
been filed with the Federal Power Commission for the Southwestern 
Power area, he felt if the electric energy generated was not sold to the 
private power companies at dump rates, there would be no necessity 
for an increase in rates. 

Did not you testify to that, Doctor ? 

Dr. Buatock. Yes, generally. 

Mr. Crrvporr. That was my recollection of it. 

Dr. Biatock. There are a lot of other facets to it, but that would be 
‘ertainly one of them. 
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Mr. Jonas. They sell energy to the co-ops at dump rates, too, for 
nonpeaking power. 

Dr. Biatock. No, sir; because the co-ops cannot use that power. 

Mr. Rapin. I might make this suggestion. I have not had an 
opportunity to read “this report to which Mr. Jonas referred; but, if 
you so desire, I would be happy to do so and submit in w riting what- 
ever further comments I might have on it. 

Mr. Cuuporr. Could you do that ? 

Mr. Rapin. I would be glad to do so, if you so desire. 

Mr. Jonas. I do not care, unless the chairman wants it. 

Mr. Cuuporr. You asked the question. I do not want it; you asked 
the question on that. 

Mr. Jonas. I have sent for the report. I may get it today, or 
maybe later, but I will turn it over to the committee. I think we 
ought to look into that report, because it was the annual audit report 
of Southwestern Power Administration. 

Mr. Cuuporr. I think we have a copy of the report. We are send- 
ing over to the committee office for it and may get it any minute. 

Now, I think before we started the roundtable disc stussion, Mr. Knox 
had the floor. Do you have any further questions ? 

Mr. Knox. I yield the floor. 

Mr. Cuuporr. Do you have any questions, Mr. Jonas? 

Mr. Jonas. I have 1 or 2. 

Mr. Radin, are you registered under the Lobbying Act? 

Mr. Ravin. Yes, sir; I am. 

Mr. Jonas. You mean individually, or for your association ? 

Mr. Rapin. I am registered as a representative of our association. 

Mr. Jonas. So that you people do some lobbying, too? 

Mr. Rapry. Yes, sir. I think you will find it is a very minute 
portion compared with some other organizations, but we do some 
lobbying ; yes, sir. 

Mr. Jonas. You mean by that that you spend less money than 
some of the others ? 

Mr. Raptn. Yes, sir. 

Mr. Jonas. But you do not mean minute from the standpoint of 
effectiveness ¢ 

Mr. Rapin. It would appear to be, judging from our own effec- 
tiveness. 

Mr. Jonas. Well, I have received some of your material periodically 
in my office, and it seems to me you are doing a pretty good job. 

Mr. Raviy. Thank you, sir. 

Mr. Jonas. What do you spend on your overhead operations; what 
is your annual budget ? 

Mr. Rapin. We receive from dues about $75,000 a year, Mr. Jonas, 
from our members. In addition, we have certain activities which 
are more or less reimbursable. For example, we publish a magazine 
and receive certain revenues from it by way of advertising. So when 
we add the revenues received from some services that we operate 
for example, we are now publishing a satety series to the members 
and selling it to the members, which gives us revenue—our total budget 
approximates $130,000. But we receive from dues only about $75,000. 

Mr. Jonas. How do you base the dues ? 

Mr. Rapry. The dues are based on the gross revenues reported. 
The member systems pay into the association one-fortieth of 1 percent 
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of the gross annual electric revenues, and pay one-sixtieth of 1 percent 
of the revenue they derive from the sale of power at wholesale to other 
utilities. 

Mr. Jonas. How large a staff do you maintain ? 

Mr. Rapin. We have a total of seven people on our staff here. 

Mr. Jonas. Allin Washington ? 

Mr. Rapin. Allin Washington; yes, sir. 

Mr. Jonas. You do not have any regional offices ¢ 

Mr. Rapin. No, sir: we do not. 

Mr. Jonas. How does it happen you only have 800 systems in your 
association when there are 2,300 systems in the country? 

Mr. Rapin. We are trying to get the others but we are, I think, 
au comparatively new organization. The organization was chartered 
in 1940, but actually was not staffed here until 1942. Then during the 
war years it was practically an inoperative organization. As a matter 
of fact, the general manager at that time was ¢ called into the Navy and 
was not rep iced and we just had a secretary here. So the date of 
the organization's effectiveness, I think, is from about 1946. I think 
our rate of growth has been quite substantial and encouraging. 

Mr. Jonas. It has taken you all that time and you have had only 
a small minority of the publicly owned systems to join. 

Mr. Rapin. IT would not say a small minority. 

Mr. Jonas. Well, you have only 800. 

Mr. Rapin. In terms of customers served it is much larger. In 
terms of customers served by our members, they represent, I think, 
about 80 perecnt of the total number of customers. 

Mr. Jonas. You have the big ones? 

Mr. Rapin. That is right. Practically all of the big ones are 
members. The ones which are nonmembers are very small organiza- 
tions. They seem to feel a lesser need for the organization than the 
others. 

Mr. Jonas. Now you publish a magazine and that is distributed to 
your member organizations ? 

Mr. Rapin. That is correct, and nonmembers, also. 

Mr. Jonas. And to subscribers ? 

Mr. Rapin. And we have some subscribers: yes, sir. 

Mr. Jonas. Do you furnish that magazine free to any officials ot tne 
Government, or any legislators, or individuals ? 

Mr. Rapin. Yes,sir. Wesend it to Members of Congress. 

Mr. Jonas. Do you furnish free copies to anybody else ? 

Mr. Rapin. We send free copies to prospective advertisers. 

Mr. Jonas. To public and State officials—public officials ? 

Mr. Rapin. State officials? 

Mr. Jonas. Yes. 

Mr. Rapin. No, sir: we do not, tomy knowledge. 

Mr. Jonas. How often do you publish the magazine ? 

Mr. Raptx. Monthly. 

Mr. Jonas. I was not entirely satisfied that I understood all vour 
answers to Mr. Knox and I want to get a clear understanding of your 
feeling about local taxes. 

Do you say that some of your member organizations or some of your 
organizations are run by commissioners, other than the city commis- 
sioners ? 
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Mr. Rapty. Yes, sir. There are various means by which those 
municipalities are governed administratively. Some of them come 
within the direct line of organization, so to speak, of the city govern- 
ment. For example, one commissioner may be elected as ¢ hief. 

Mr. Jonas. Assigned to power ¢ 

Mr. Rapin. To power and water, usually. 

Mr. Jonas. May I say that is the system that is in effect in my own 
hometown. 

Mr. Rapin. Yes, sir. 

Mr. Jonas. We have a publicly owned electric system and I am 
familiar with it. 

Mr. Raprn. Yes, sir. 

Mr. Jonas. And I was surprised to hear you say, when I think of 
what happens in my own town, that some of these systems pay money 
in lieu of taxes to the city government that actually owns them. 

Mr. Rapin. Yes, sir. 

Mr. Jonas. Do you say that is true? 

Mr. Rapin. Yes, sir; it is true. 

Mr. Jonas. Can you give me some illustrations? I never heard of 
a municipality taking money out of its right-hand pocket and putting 
it into its left-hand pocket, and that is what it would amount to; is it 
not ? 

Mr. Raptn. There are so many of them. I could furnish a list. 
For example, the city of Los Angeles system pays ar ather substantial 
contribution to the city, and I think Seattle and Tacoma pay contribu- 
tions. The city of Jacksonville, Fla., pays a very substantial con- 
tribution. Asa matter of fact, I would like to check those off and 
would be glad to include them in the record. I think the city of 
Jacksonville pays an amount to the city government which approxi- 
mates almost 50 nercent of the total revenues received by the city. 

Mr. Jonas. What is the rate they charge; do you know? 

Mr. Rapry. No, sir; I do not have the details with me. 

Mr. Jonas. You do not know whether it would exceed this average 
of 1.81, or not, do you? 

Mr. Raptn. I do not know offhand. My general recollection is it 
may be in excess of that. 

Mr. Jonas. Could you check that and let me know ? 

Mr. Rapin. Yes, sir, and I will be glad to insert it in the record. 

Mr. Jonas. I would like to know about Jacksonville, because you 
say they operate the electric system there in such a way as to produce e 
a profit. 

Mr. Raprn. Yes, sir. 

(The following information was furnished by Mr. Radin in re- 
sponse to Mr. Jonas’ inquiry with regard to the rate charged residen- 
tial consumers by the municipally owned electric utility ‘at Jackson- 


ville, Fla. :) 


Jacksonville, Fla., has not submitted a financial statement to the Federal 
Power Commission since 1946 and is therefore not reported with the classes A 
and B municinal utilities in FPC’s Statistics of Electric Utilities in the United 
States, 1958, Publicly Owned. 

However, a somewhat comparable figure can be computed from the FPC re- 
port, Typical Residential Electric Bills, 1954, Cities of 2,500 Population and 
More. This report lists typical net monthly residential bills as of January 1, 
1954. The FPC in its written comments summarizing the statistical data con- 
siders 250 killowatt-hours of residential electrical service as representative of 
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the use of electric energy for lighting, refrigeration, and cooking, and uses this 
class of consumption to make national comparisons. On this basis the cost of 
250 killowatt-hours for Jacksonville residential Consumers is $7.22, or an aver- 
age cost of 2.88 cents per killowatt-hour. 

The area contiguous to that served by the Jacksonville municipal system is 
served by the Florida Power & Light Co. This company’s comparable charges 
are 3.56 cents per killowatt-hour, or about 24 percent higher. 

According to the Jacksonville, Fla. 1954-55 yearbook the electric plant 
contributed $7,892,518 to the city in the 1954 general fund. The total cash 
receipts to the general fund were $14,674,954; therefore the electric plant’s con- 
tribution was 53.8 percent of the total cash receipts to the general fund. 1 
mention this in order to supply further details for my earlier statement in which 
I mentioned that the municipal electric utility of Jacksonville provided more than 
50 percent of the city’s income. 

Mr. Cuuporr. Would you yield ? 

Mr. Jonas. Yes. 

Mr. Cuvuporr. Since you raised a question about the city of Jackson- 
ville, would it not be well, if you are putting their rates in the ree- 
ord, that we get the rates for ‘all of the cities? I think it would be 
well if the witness could give us a list of the cities with municipally 
owned plants and the rates they charge. That is available; is it not? 

Mr. Rapin. That is very extensive—2,300. These utilities are not 
required to file their rates. 

Mr. Cuuporr. Could you give us the rates of the 800 that belong to 
your association ? 

Mr. Rapin. I think we could. 

Mr. Cnuporr. You gave the average rate, so that you must have 
gotten it from somewhere. 

Mr. Rapin. Yes, sir. These rates given here are rates taken from 
the classes A and B systems which report to the Federal Power Com- 
mission. That is public information which is obtained from the Fed- 
eral Power Commission. I can give that very easily. 

Mr. Cuuporr. If you have the average, you had to get it from 
somewhere. 

Mr. Jones. That is published monthly ? 

Mr. Rapry. That is published annu: ally with respect to publicly and 
privately owned companies. If you desire, I will be glad to break 
down for the committee the municipal rates they report to the Federal 
Power Commission. 

Mr. Cuuporr. Iam sure the committee would like to have that. 

Mr. Rapry. I will do that. 

(The following table was prepared by Mr. Radin in response to 
Mr. Chudoff’s request for residential rates of the classes A and B 
municipal utilities reporting to the Federal Power Commission :) 


Average revenue per kilowatt-hour sold to residential consumers—Classes A 
and B local publicly owned electric utilities 
Revenue per 
kilowatt-hour 
Utility (cents) Utility 
55 | Burbank, Calif 
Colton, Calif 
Foley, Ala Glendale, Calif 
Huntsville, Ala Imperial Irrigation District, Cali 


Bessemer, Ala_________-_ 1 
1 
) 
eee x 
Salt River project, Arizona 2. 4: fornia 
» 
» 
) 
> 


Florence, Ala 


Jonesboro, Ark_________- Los Angeles, Calif 

West Memphis, Ark Modesto Irrigation District, Cali 
Alameda, Calif fornia 

Anaheim, Calif Palo Alto, Calif 


71597—56——_14 
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Average revenue per kilowatt-hour sold to residential consumers—Classes A 
and B local publicly owned electric utilities—Continued 
Revenue per 
kilowatt-hour 
(cents) 


Revenue per 
kilowatt-hour 
(cents) 
ae 
. 44 


21 


Utility 
Mayfield, Ky 
Owensboro, Ky 
DRTOUOUED, Miso cease 
| Monroe, Le 
Easton, Md 
Hagerstown, Md 
GIONS. “TMG. oe ee 
DBremicrec, ane. 5 cae oe 
CRICONEG TASS. £2 8 
SO DO nd cons mineiannenioken 
Danvers, Mass__ 


Utility 
Calif 
RM he ae 
Utility 


Pasadena, 

Riverside, 

Sacramento Municipal 
District, California ee 

Turlock Irrigation District, Cali- 
fornia 

Colorado Springs, Colo 

Fort Collins, Colo 

Lamar, Colo 

Longmont, Colo 

Trinidad, Colo 

Groton, Conn 

Norwich, Conn 

South Norwalk, Conn 


hobo bo & 


a5 
w~ Ww 


a a ree 7 
MIN SIN i ids ect tte 


we 


bo 


Wallingford, Conn 
Fort Pierce, Fla 
Gainesville, Fla 
Key West, Fla 
Lakeland, Fla 
Orlando, Fla 
Quincy, Fla 
Tallahassee, Fla 
Albany, Ga__---- a nas ee 
Crisp County, Ga 
Thomasville, Ga 
C‘airo, Ill 

Geneva, 

Hinsdale, 
Jacksonville, 


re Ne Se a 


Springfield, Ill 
Winnetka, 
Woodstock, Ill 
Anderson, Ind__- 
Auburn, Ind 
Columbia City, 
Crawfordsville, 
Decatur, Ind_ 

Fort Wayne, Ind 
Goshen, Ind_____~- 
Jasper, Ind__-- 
Kendallville, Ind 
Logansport, Ind 
Mishawaka, Ind 
Peru, ind... 
Richmond, Ind 
WRNRPE ANE NN no i ec ies 
Zen “ty; Ign... 
Tipton, Ind___ 
Washington, Ind 
Ames, Iowa____- 
Atlantie, Iowa 
Cedar Falls, Iowa 
Muscatine, Iowa 
Spencer, Iowa________ 
Kansas City, Kans 
McPherson, Kans 
sowling Green, 
Henderson, Ky 
Hopkinsville, Ky 
Madisonville, Ky 


1 Not reported. 


§| Shrewsbury, 


| Coldwater, 


3 | Hillsdale, 
Holland, 
| Kalamazoo, 








Mansfield, Mass___._____-_- se tee 
Marblehead, Mass____._______-_-_~- 
Middleborough, Mass___--_____ ~~ 
North Attleborough, Mass. _--—~ 
POGRDOGS. DInGBe 2555 5 ere ciak 
PRGGCeiThiy. EI nn nie fi tess 
mons... 

Taunton, Mass 


Ww Ww 


| Wakefield, 
3| Wellesley, 


ON ee area hs 
Tr, NE an cc ieeeemteieen ce akon 
Mich 

Escanaba, Mich 

Grand Haven, Mich_------- 
Mich 

Mich_ 

Mich 

Lansing, Mich- 

Binrerette, Mich. 6.2. do cnn 
Marshall, Mich 

Niles, Mich- 

Petoskey, 

South Haven, 

Traverse City, Mich 

Wyandotte, Mich 

Alexandria, Minn 

Fairmont, Minn 


| Fergus Falls, Minn 
| Hibbing, Minn 
7} Hutchinson, Minn 


Litchfield, Minn 
Marshall, Minn 


| Movrneasé, MimmR..............«. 


New Ulm, Minn 


;| Owatonna, Minn 
| Rochester, 
f VRRRRURR, i Si a cscs cum ccna 


Minn 


Willmar, Minn 


| Clarksdale, 


RR eer Be gee 
Mo 


Yazoo City, 
Chillicothe, 


lc : 
| Columbia, Mo 


uiton, Mo 
Hannibal, Mo 


PII, Do cont cdo neadee a 
| Rola, Mo 


AT 


3. 42 
3. 30 


. 24 
. 51 
. 41 


3. 14 


. 54 
. 64 
.14 


. 938 


21 


. 40 


3. 41 


20 


99 
2 


40 
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Average revenue per kilowatt-hour sold to residential consumers 
and B local publicly owned electric utilities—Continued 


Classes A 


Revenue per 
kilowatt-hour | 
(cents) 


Revenue per 
kilowatt-hour 
(cents) 


3. 59 


Utility 
Springfield, Mo 


Utility 
Dak 


Beatrice, Nebr 
c. P. P. D., (Eastern system) Ne- 


ONIN Se ae a See : 


oS oe ae 
Nebraska 

Fairbury, Nebr 

Fremont, Nebr 

Hastings, Nebr 

Lincoln, Nebr 

Newer Pintie, Nebr.....-.. 2.688 
Platte Valley Public Power and 


(Western system) 


Irrigation District, Nebraska__ ¢ 


South Nebraska Rural Public 

Power 
Madison, N. J.-- 
South River, N. 
Vineland, N. J 
Raton, N. Mex 
Dunkirk, N. Y- 
kreeport, N. Y¥ 
Herkimer, N. Y_--- 2 
Jamestown. NM. Yo... 
Plattsburgh, N. 


i ii cients ee 


Rockville Centre, N. Y--..-----. 2. 


Albermarle, N. C 
Coneord, N. C_- 
Elizabeth City, N. C 
Fayetteville, N. C_ 
Gastonia, N. C_--_-- 
Greenville, N. C__~-- 
Kinston, N. C__- 
Rocky Mount, N. C_----- 
University of North 
Wilson, N. 
Bowling Green, 
a 
Cuyahoga Falls, Ohio__ 
Hamilton, Ohio 
Napoleon, Ohio 
Niles, Ohio a 
Orrville, Ohio % 
Pigua, On10...... 
Shelby, ae 
Blackwell, Okla____ 
Cushing, Okla___ 
Miami, Okla : 
Ponea City, Okla____-_ 
Central Lincoln Public 
District, Oregon__ 
Eugene, Oreg 
MeMinnville, Oreg 
Chambersburg, Pa__- 
Ellwood City, Pa. _-- 
Ephrata, Pa____- 
Lansdale, Pa — 
(Quakertown, 
Tarentum, Pa 
South Carolina 
Authority 
Brookings, S, 


Utility 


Pte can 
Public Service 


Dak 


Not reported. 


Carolina__. 2. 


Co Oo bo WW bo 


| Clarksville, 


| Dyersburg, 
| Elizabethton, 
>| Greenville, 


| Lawrenceburg, 
92? Lexington, Tenn 


>| Bristol, Tenn 


Tenn 
Tenn 
Tenn 
Tenn 
Tenn 
Tenn 
‘Tenn 
Jackson, Tenn 


Chattanooga, 


Cleveland, 
Columbia, 


| Johnson City, Tenn 
Knoxville, 


Tenn_ 
Tenn 
Tenn___ 


LaFollette, 


Maryville, Tenn 

MeMinnville, Tenn__-__-__ 

Memphis, Tenn 

Morristown, Tenn____- 

Murfreesboro, Tenn 

Nashville, Tenn____ 

Newport, Tenn 

Paris, Tenn 

OE Oia csbcitceaciscnecie Bie 

Weakley County Municipal Elec- 
CEC BP StCOis 3c ee eee 

San Antonio, Tex__ F 

meee Omg; Otek js 

Provo City, Utah 

Burlington, Vt __- 

Danville, Va 

Harrisonburg, Va 

Martinsville, V 

Radford, Va____ 

Richmond, Va 

Centralia. WaGhi. <n 

Port Angeles, Wash 


>| Benton County Public Utility Dis- 


trict, Washington 5 Sica 
Chelan County Public Utility Dis- 
trict, Washington 
Clallam County Public 
District, Washington 
Clark County Public Utiilty Dis 
trict, Washington 
Cowlitz County Publie Utility Dis- 
trict, Washington 
Dougias County Public 
District, Washington 
Franklin County Public 
District, Washington 
Grant County Public Utility Dis- 
trict, Washington 
Grays Harbor County’ Public 
Utility District, Washington 
Klickitat County Publie Utility 
District Washington 
Lewis County Public Utility 
trict, Washington 
Mason County Public Utility Dis 
trict, Washington 


Utility 


Utility 


Utility 


Dis 


l 


L. 
. 86 
. 24 


1D 
09 


» 


2. 40 
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Arerage reventie por kilowatt-hour sold to residential consumers—Classes A 
and B local publicly owned electric utilities—Continued 


Revenue per Revenue per 

kilowatt-hour | kilowatt-hour 
Utility (cents) Utility (centa) 

Okanogan County Publie Utility |Tacoma, Wash ............--..--- . 94 
District, Washington ‘ 1,28 | Kaukauna, Wis...._............... 1. 46 
Pacific County Public Utility Dis- | TEDEOIICS, TW ac peistorecennceid css Oe 
trict, Washington seit meg ciees Sie) DE SDREI, .. WIS. nx. cote ee 
Snohomish County Public Utility PPGURERD. Ws oe mice 2. 34 
District, Washington____--____ RR a 2. 24 
Stevens County Public Utility Dis- RE MOADO, WW Bleic in cers pmdicincarcics 1. 67 
trict, Washington_- _.... 2.97| Two Rivers, Wis__.__.._--__-__ 2.19 
BOIARO,: TOs emcees a 09 | Wisconsin Rapids, Wis__-___--__-_ 2. 04 


_ Source : Statistics of electric utilicies in the United States, 1953, publicly owned, 
Federal Power Commission. 


NotTre.—The FPC Statistics of Electric Utilities in the United States, 1953, publicly 
owned, on p. XII, table 6, shows the average revenue per kilowatt-hour sold as 1.81 cents. 
This 1.81 cents is derived from the composite electric operating revenues and customers 
as shown on p. X, table 5. Since the unit figure is not reported for the individual utilities 
APPA has made the computation and submits the above tabulation. 


Mr. Jonas. We heard some testimony before the committee I 
served on in the last session which indicated the average amount of 
taxes, State, local, and Federal, paid by private utility industries in 
this country approximated 22 percent of their gross revenues. Is that 
about correct / 

Mr. Rapin. I think that is about correct, ves. 

Mr. Jonas. What would you say the average percentage would be 
for your association members ? 

Mr. Raprx. I do not think we have figures in that form, Mr. Jonas; 
because, first of all, they do not pay any Federal tax as such. 

Mr. Jonas. Or State tax. 

Mr. Rapin. Or State tax. They do make local in-lieu payments. 

Mr. Jonas. Could you furnish us that statement ? 

Mr. Rapry. Yes, sir, I can furnish that. 

Mr. Jonas. Furnish a comparable figure, a figure that will compare 
with the 22 percent of the gross revenues returned in taxes by the 
private utility systems. I think you have to have that information 
to make your comparison of the whole. 

Mr. Rapin. Yes. 

Mr. Jonas. When you say the average consumer who gets his 
power from a publicly owned power system pays less for his power 
than the one who buys his power from the private utility, the one who 
buys his power from the private utility is actually paying that tax, 
because the utility does not pay it. 

Mr. Rapry. That is correct. It is charged to the consumer. 

Mr. Jonas. It is charged to the consumer and the consumer ulti- 
mately pays it. 

Mr. Raprx. That is correct. 

Mr. Jonas. I would like to have that comparison, if you think you 
can make it. 

Mr. Rapiy. I think we can get up certain information along those 
lines. 

Mr. Jonas. What I would like, if you please, is to have a statement 
from you showing the average amount paid by members of your asso- 
ciation in taxes, or in lieu “of taxes, and have that compared with 
gross revenues. 
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Mr. Rapry. All right. 

(In response to Mr. Jonas’ question concerning the payments by 
member systems of the American Public Power Association for tax and 
in lieu taxpayments, as compared with gross revenues, Mr. Radin sub- 
mitted the following information :) 


The payments made in 1953 by the class A and B local publicly owned electric 
utilities for taxes represented 2.8 percent of the total gross revenues of these 
utilities, according to the Federal Power Commission report entitled, “Statisties 
of Electric Utilities in the United States—1953—Publicly Owned.” (The reason 
for the reference to this source, rather than to statistics covering member systems 
of the American Public Power Association, is the fact that the FPC statistics are 
the most complete source available, and were used as the basis for the other 
statistical information given in Mr. Radin’s testimony. ) 

The amount of taxes paid by the class A and B privately owned systems in 
1953 represented 21.5 percent of their gross annual electric revenues, according 
to the FPC report, Statistics of Electric Utilities in the United States—1953 
Privately Owned. The difference between this and the 2.8 percent reported by 
the local publicly owned electric utilities is partly explained by the fact that 
publicly owned systems are exempt from Federal taxation. However, another 
substantial reason for the difference is the fact that many of the municipally 
owned electric systems make certain contributions and other assistance to their 
respective municipalities, and such services are not reflected in the amount re 
ported to the FPC under the category of taxes. It is this difference in accounting 
reporting that results, in considerable measure, in the distortion of facts regard- 
ing taxes. 

Many substantial payments are made by local publicly owned electric systems 
to the local government in the form of free or reduced charges for street lighting 
publie building lighting, water pumping, and outright donations by special ap 
propriations to other branches of the local government. These contributions 
reduce the amount required to be collected in taxes and thus serve the same pur- 
pose as direct taxpayments. It is unfortunate that accounting procedures do 
not give the local publicly owned electric systems official credit for such contribu- 
tions as a tax charge. 

It should also be pointed out that the earnings of a local publicly owned utility 
which exceed an accepted reasonable return on investment accrue to the benefit of 
the local government or community which is the owner of the utility. 

For example, a 3 percent rate of return is reasonable for a publicly owned elee- 
tric system and from the composite FPC balance sheet and income statements a 

rate base for public systems can be computed as $2,001,203,000. This is deter 

mined by taking the net electric plant investment of $1,819.330,000 and adding 10 
percent or $181,933,000, to this amount to cover an adjustment for materials and 
supplies and working capital. With this as a rate base, a reasonable return at 3 
percent would be $60,087,890. However, the net electric operating revennes as 
taken from the composite income statement for 1953 are shown as $141,685,000, or 
$81,647,110 in excess of an adequate return. 

For the most part this $81,647,110, which is 16.8 percent of the electric operat 
ing revenues, is applied to system improvements, increasing the ownership of 
the public in its system, and reducing the need to borrow money or assess taxes, 
all of which accrues to the benefit of the local owners. When this 16.8 percent 
which in some measure can be considered as equivalent to taxes, is added to the 
2.8 percent actually shown as taxes, the total is 19.6 percent of gross revenues, 
i figure more nearly approximating the amount shown as taxes by the private 
power companies. 


Mr. Cruvporr. May T interrupt at that point? It appears to me 
the reason for that difference in rates between municipally owned 
power companies and private companies is due to the fact: No. 1. 
that the municipal electric companies are not looking for any return 
on their investment to pay dividends to their investors; No, 2, T think 
if you study the problem vou will find that the people who work 
for the various companies that operate municipal plants get modest 
salaries, whereas the officers and directors of the big Power com- 
panies get quite substantial salaries. 
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Mr. Jonas. I think that would certainly enter into it. I do not know 
of any private utility that is organized for a purpose other than to 
try to make some money for its stockholders. 

Mr. Cuuporr. I think the president of the Philadelphia Electric 
Co. gets about $80,000 a year salary. Of course Philadelphia is a big 
city. 

Mr. Jonas. I think the question of dividends and profits and the 
question of taxes all enter into that situation. 

Mr. Rapin. Yes, sir. 

Mr. Jonas. I do not think you can charge it up to the one and 
not the other. 

Mr. Rapin. I think you will find, without having the exact figures 
before me, that the taxes do not account for the difference in rates. 
Mr. Chudoff has touched upon the significant factor—that the various 
privately owned systems must pay a return on their common stock. 
The capitalization of both publicly and privately owned systems is 
just about the same in one respect—both have the same amount in 
bonds or long-term debt, but the publicly owned systems do not have 
stocks which account, I think, for about 40 percent of the capitalization 
of the privately owned companies. The 6 percent or more return which 
the private power companies receive is the more significant element in 
making the rates of the companies. 

Mr. Jonas. Well, maybe this has not come to your attention, and 
TI think it would be of interest to the committee. TVA, for example. 
owns two dams in my State and third dam just across the line in 
Tennessee, but the water is impounded on North Carolina land. The 
total taxes paid last year by TVA—that is, the total amount paid in 
lieu of taxes to North Carolina—amounted to about $95,000, and the 
State chairman of the board of conservation and development esti- 
mates that if that property had been assessed as private property for 
taxes it would have paid $750,000 to our State in taxes, and if they had 
been paying on the same basis that private utilities pay, the total 
tax payments to local, State and Federal Government would have 
been in excess of $4 million. 

Mr. Jones. Do you mean on ad valorem ? 

Mr. Jonas. No; $750,000 on ad valorem but $4 million based on net 
revenues received from the sale of power. 

So it has been my feeling that the question of taxes and the failure 
on the part of the publicly owned systems to pay comparable taxes 
has a pretty substantial effect on the rate structure they are able 
to use. 

Is it your position that the use of the preference clause in the 
various acts to which you have referred actually amounts—and I 
think you used the phrase “equality clause”—is it your position that 
the use of that clause obligates the Federal Government not only to 
make the power available to the preference customer but amounts to 
an obligation to take the power to the preference customer wher- 
ever he is? 

Mr. Raprn. Yes; I think there is an obligation of that type on the 
Federal Government because the Flood Control Act, the language 
of which I do not have at hand, places that obligation on the Govern- 
ment and says they shall construct transmission lines to deliver the 
power to preference customers. 


an 


en 
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Mr. Jonas. Are you referring to section 5 of the Flood Control 
Act of 1944? 

Mr. Rapin. Yes, sir. 

Mr. Jonas. What language in that section do you think constitutes 
that obligation ? 

Mr. Rapin. The act says: 

Electric power and energy at reservoir projects under the control of the 
War Department and in the opinion of the Secretary of War not required in 
the operation of such projects shall be delivered to the Secretary of the Interior, 
who shall transmit and dispose— 

I would like to emphasize “transmit and dispose” — 


of such power and energy in such manner as to encourage the most widespread 
use thereof at the lowest possible rates to consumers consistent with sound 
business principles * * *, 

Then I think further on it is stated in this section : 


The Secretary of the Interior is authorized, from funds to be appropriated 
by the Congress, to construct or acquire, by purchase or other agreement, only 
such transmission lines and related facilities as may be necessary in order to 
make the power and energy generated at said projects available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies. 

I think those two provisions imply that obligation. 

Mr. Jonas. You interpret that language you have read as obligat- 
ing the Federal Government to build such transmission lines as are 
necessary to take the power from the dam, from the generating plant, 
to the preference customer wherever he is / 

Mr. Rapin. That is either the construction of lines or the use of 
the lines of private companies through wheeling arrangements, and 
of course there is the consideration of economic feasibility. They 
would not deliver it where it was economically unfeasible. 

Mr. Jonas. You mean where they were remote ? 

Mr. Rapin. Yes; or for some other reason it would be economically 
unfeasible to do so. 

Mr. Jonas. Why did they put the word “only” in there? 

Mr. Rapin. That means they should explore the possibility of using 
existing transmission lines before going into the construction of 
transmission lines. 

Mr. Jonas. The use of the words, “to make the power and energy 
generated at said projects,” do those words refer to hydroelectric 
plants ? 

Mr. Rapin. I think that might refer to whatever projects the Secre- 
tary of the Interior is marketing power from. 

Mr. Jonas. The only projects referred to in this section are the 
hydroelectric generating plants; there is no reference to steam plants ? 

Mr. Rapin. I am not sure steam plants would be excluded from this. 

Mr. Jonas. Why? 

Mr. Rapin. I am not a lawyer. 

Mr. Jonas. Does not the first sentence you read say “Electric power 
and energy generated at reservoir projects” ? 

Mr. Raprtn. Yes, sir. 

Mr. Jonas. Is that not what the section is dealing with, power and 
energy generated at reservoir projects / 
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Mr. Rapty. It deals with that but I am not sure that is exclusively 
what the section deals with. 

Mr. Jonas. Do you think the section—you have read it into the 
record—contemplates any obligation on the part of the Federal Gov- 
ernment to build steam pk ints or contract to purchase power from 
steam plants and enter into the power business, the purchase and 
sale of power ? 

Mr. Rapin. I do not know that there would necessarily be an obliga- 
tion implied, but there is also a statement in here to the effect that 
the power and energy shall be transmitted and disposed of in such 
manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers, and I can see that there would be a neces- 
sity at times to either buy steam power or construct steam plants to 
firm ” hydro power. 

Mr. Cuvuporr. Will the gentleman yield? If you go over the years, 
you will find Congress has appropri: ited for years funds for the pur- 
pose of building steam plants to firm up hydroelectric power. 

Mr. Jonas. I am talking about by Southwestern Power Adminis- 
tration without returning to Congress for appropriations under sec 
tion 5 of the Flood Control Act. I understood Dr. Blalock to testi- 
fy that under the words this witness has read, an assumption by the 
Government of the utility responsibility and whatever was necessary 
to discharge that responsibility, namely, to make the power avail- 
able to the preference customers, was implicit in that language. | 
want to inqure of this witness if that is his position. 

Mr. Rapin. I would like to say that I do not think I am qualified 
to give a legal opinion on this. As a matter of fact, I do not think 
any court has ruled on the legal authority of the Department of the 
Interior to construct steam plants, but my own opinion is that that 
could be construed as possible under the language of this section. 
Some of the contracts that are somewhat related to this, although not 
directly so, the G. and T. contracts, have been upheld by the courts. 

Mr. Jonas. Were you in this field in 1944 ? 

Mr. Rapin. No, I was not. 

Mr. Jonas. You are not familiar with the debates in the Senate 
and in the House leading up to the enactment of the Flood Control Act 
of 19447 

Mr. Rapin. Only in a general sort of wa 

Mr. Jonas. Do you know that the lena age you just read, section 
5, was included in the act after the Senate committee decided not to 
use the following language proposed by Secretary Ickes in a letter to 
Senator Bailey of North Carolina, who was chairman of the Com 
merce Committee of the Senate? I quote from page 677 of part. 3, 
the central section : 

The Secretary of the Interior is authorized to construct and aequire such 
transmission lines and facilities and to enter into such contracts, agreements, 
and arrangements as he deems necessary to carry out the duties and respon 
sibilities herein conferred upon him. 

Instead of using that language, they used the language that vou have 
just read from section 5 which ss ays: 

The Secretary of the Interior is authorized, from funds to be appropriated bs 
the Congress, to construct or acquire, by purchase or other agreement, only suc! 


transmission lines and related facilities as may be necessary in order to make 
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the power and energy generated at said projects available in wholesale quantities 
for sale 
and so on. 

It would appear to me that the denial of the language proposed by 
Secretary Ickes and the substitution of this language would indicate 
it was the intention of Congress that the Southwestern Power Admin 
istration would dispose only of power generated at these hydroelectric 
plants. 

Mr. Rapin. I was not here at the time, but I understand Congress 
rejected the Bailey amendment which would have provided for the 
sale of this power at the bus bar. 

Mr. Jonas. I think that is correct. I think section 5 was a com- 
promise between the position originally taken by Senator Bailey and 
the proposal of the Secretary of the Interior. 

Mr. Raptr. I think both factors would have to be taken into account 
in interpreting this language. 

Mr. Cuvuporr. Mr. Jonas, I believe what you were trying to show is 
that steam plants and hydroelectric plants are separate and distinct 
and are set up under separate acts of Congress. My recollection and 
Dr. Blalock’s testimony was that Senator Bailey proposed amendments 
to the Flood Control Act of 1944 and there was considerable debate on 
the floor or in committee about the amendments. 

Mr. Jonas. That is correct. 

Mr. Cuuporr. I think it would be well to put into the record that 
part of the Congressional Record that had to do with the debate on the 
proposed Bailey amendments. I think there was an agreement by the 
Interior Department that they would use wheeling wherever possible 
and if they could not get enough power to wheel over those lines that 
the Government would build their own transmission lines. I am not 
clear on it but I think it should be in our record since you raised the 
question. 

Mr. Jonas. I think we ought to have somebody obtain—I have sent 
for it but I only got in here yesterday at noon and have not gotten it 
yet—the hearings on H. R. 4 1482 5 of the 78th Congress, 2d session. This 
is a footnote on this page 677. I think those hearings might be of 
interest to us. 

Mr. Cuvuporr. I think we are both talking about the same things. 

Mr. Jonas. You mentioned the Congressional Record and I think 
we should have the hearings. 

Mr. Cuuporr. With the permission of the committee, since that 
question was raised and since it is important, and since we are not 
sitting as a court but as a body to get facts, it ought to be in our record 
to clear up that situation. 

(The material referred to appears on p. 227.) 

Mr. Jonas. I certainly agree with you and I think all we can find 
out to indicate the real intent of Congress in the language used in 
section 5 of the Flood control Act would be material. I would like 
to have all that information available so that I can take a look at it, 
saens I think one of the questions that we are not all in agreement 
with is how far and to what extent the Government assumed an 
obligation to do other than make the power and energy generated at 
these hydroelectric plants available, and to what extent it assumed 
an obligation to supplement that with power purchased from the 
outside. 
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Mr. Cuvporr. I will instruct the staff to get the committee hearings 
having to do with the Bailey amendments. 

Mr. Jonas. What Congress was dealing with in 1944 was the au- 
thorization of projects, flood control or navigation or a combination 
of flood control, navigation, and the generation of hydroelectric 
power. It did not te ake into account all the acts authorizing the var- 
lous agencies to either generate or sell electric energy. Therefore, it 
would have been bey ond the province of the committee of the House 
or of the Senate to insist on language that was foreign to the subject 
under consideration. 

Mr. Cuvuporr. I believe you will agree that today, the way power is 
growing, both hydroelectric and steam plants come together, they 
are a part of a system, and we cannot draw a line of demarcation say- 
ing that the court will say this or that. It seems to me a court would 
not draw a line. They are both part of the system. 

Mr. Jonas. The point I am raising is that in 1944 when Congress 
was dealing with the Flood Control Act, it had before it the authori- 
zation of projects. It did not deal with the general subject as to 
whether or not preference customers should be recognized in a steam 
plant. So I think an examination of the 1944 act would throw very 
little light on the question of pre ‘ference customers. 

Mr. Cuvuporr. There was a question of what we were going to do 
with the surplus power, and I think an act was passed in 1944 that 
gave the Secretary of the Interior the right to dispose of that surplus 
power. Since then we have come forward very fast. 

Mr. Jonas. Had the Congress not had the legal authority to make 
appropriations for the transmission of power generated at thermal 
plants, the private power companies would have stopped it long ago. 

Mr. Cuuporr. Yes; they would have gone to the Supreme Court 
long ago. 

Mr. Jonas. I think the only debate in committee in 1944 that would 
be of interest would be that part that dealt with section 5. Almost 
every witness we have heard has bottomed his testimony on the provi- 
sions of section 5 of the Flood Control Act of 1944, and I think that is 
the basic law and any debate or consideration that might have been 
given prior to the adoption of this language in section 5 would be 
material. 

Mr. Jones. Congress, pursuant to section 5, has appropriated for 
the construction of transmission lines and for the construction of 
thermal plants. 

Mr. Jonas. There is no question in my mind about the authority of 
Congress to appropriate money to do almost anything they want to 
do, but this question of the background around section 5 would inter- 
est me, and I have sent for the report myself and if the committee 
does not get it, if IT can get it I will make it available. 

Mr. Radin, will you turn to page 7 of your prepared statement? 

Mr. Rapry. Yes, sir. 

Mr. Jonas. You have made the statement that in 1952 SPA esti- 
mated that it would be selling a large quantity of power to munici- 
palities in 1955, much larger’ than it turns out the Administration 
is selling. 

Mr. Rapry. That is true. I think that testimony was submitted in 
1951 for the 1952 fiscal year. 
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Mr. Jonas. Would this situation, you think, have anything to do— 
I read from the testimony of Douglas Wright before the Public Works 
Appropriations Subcommittee on the public works appropriations 
for 1956, page 26: 

We have had a drought down in the Southwest the like of which no man has 
ever seen before, and in your country— 


he was referring to Mr. Cannon’s district— 


springs that people have known to have had water in them for 100 years have 
gone dry. 

The farmers in that area have in order to eat, moved off their farms, left 
their electrical connections there, and there are many cooperatives in Missouri 
that have 1,000 dead connections now. 

Do you think that might have had any effect on the failure to sell 
as much power as they estimated they would? 

Mr. Raprn. I would not rule out that as one of the possibilities. 
That may have contributed to the situation. But I believe there are 
other factors that are equally if not more important. I think the 
holding up of these contracts with the cooperaives has been perhaps 
of oreater importance in delaying the sale of power to municipalities. 

Mr. Jonas. You would admit that would have had some effect on 
the amount of power that would be generated in these hydroelectric 
plants ? 

Mr. Raprn. Yes. 

Mr. Jonas. Are you familiar with the contracts SPA has made 
with the private utilities? 

Mr. Rapin. Only in a general sort of way. I do not think I have 
read them. I think I read the Oklahoma contract. some time ago, a 
couple of years at least. 

Mr. Jonas. You do not know how much power tle Government 
committed itself to furnish? 

Mr. Rapin. Just in general. 

Mr. Jonas. Whatever it committed itself to furnish in the Okla- 
homa contract, would it or would it not become available for use by 
the preference customers ? 

Mr. Rapin. I think the contract within itself would not necessarily 
prevent the sale of power to the preference customers, if you are 
referring to the Oklahoma contract. I think the sale of power to 
preference customers was contemplated in that contract. 

Mr. Jonas. In all those contracts the SPA gets back more total 
power than it sells, does it not? 

Mr. Rapin. That may be the case. 

Mr. Jonas. You are not familiar with that? 

Mr. Rapin. I think within the realm of freedom given the Admin- 
istrator there is a question as to his aggressiveness in making this 
power available to the municipal systems. I think there have been 
at least two factors that may have contributed to this small sale of 
power to municipal systems. One is a campaign that has been carried 
on to stop the sale of this power, and another is the possible lack of 
sufficient aggressiveness on the part of SPA to make this power avail- 
able to the municipal utilities. 

Mr. Jonas. Mr. Wright testified further in this same hearing on 
the public works appropriations for 1956, with respect to the Okla- 
homa contract— 
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the Government has produced only a total of 215 million kilowatt-hours of 
primary energy; yet, through this energy, we have delivered to preference 
customers 237 million kilowatt-hours. 

That would indicate they had to get the excess from some source 
and I was inquiring of you if you know whether that source was the 
Oklahoma Co. ? 

Mr. Raptx. He has possibly been able to firm up some of that power 
through the contract with the Oklahoma Gas & Electric Co., I think 
it is. 

Mr. Jonas. Do you know where Jacksonville gets its power that 
it distributes ? 

Mr. Raprn. They generate all their own power. 

Mr. Jonas. They generate all their own power from steam ? 

Mr. Raprn. Yes, sir. 

Mr. Jonas. Do you know where Los Angeles gets its power? 

Mr. Rapin. They get some from the Hoover Dam and some they 
generate themselves and they have some hydroelectric projects of 
their own which they have developed. 

Mr. Jonas. If Jacksonville, Fla., and Los Angeles and Memphis 
can build their own steam plants and take care of their own power 
requirements, why do you say it is the obligation of all the people 
of the United States to build these plants in the Northwest and else 
where, the transmission lines, to make this power available ? 

Mr. Rapry. I think the difference is that there are no hydroelectric 
resources in Jacksonville, Fla., susceptible to development, but in the 
Pacific Northwest you have the largest potential in the country, and 
that potential is best developed through some integrated plan. Most 
of it cannot be developed except through the resources of the Federa! 
Government. 

Mr. Jonas. Why is that? Before the Federal Government got into 
the business of generating power we had a pretty decent, respectable 
continuous industrial growth in this country. 

Mr. Raptr. Yes, sir. I am not saying the Federal Government is 
the only agency that should develop power resources in this country. 
It is in those situations where the fullest development can be achieved 
onlv through the Federal Government that I believe the Federal 
Government has the responsibility to develop those resources. 

Mr. Jonas. You talked about Nebraska, and you said the Federa! 
Government has more or less welshed on an agreement to take power 
into Nebraska. That power would come from which dam ? 

Mr. Rapin. There are various dams on the main stream of the Mis- 
sourl River which are being developed, Gavins Point, Fort Randall, 
and others. 

Mr. Jonas. They were multipurpose dams? 

Mr. Rapry. Yes. 

Mr. Jonas. But they do not constitute the same sort of power poten- 
tial as the fast moving streams in the Northwest ? 

Mr. Raptn. There is not as much potential hydro in the Missouri 
Basin as in the Pacific Northwest. 

Mr. Jonas. Under your argument, would it not require the Federal 
Government, after the dam was constructed, to assume utility respon- 
sibility, then an obligation to build steam plants to firm up that power, 
and then build transmission lines ? 
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Mr. Rapry. I think the obligation of the Federal Government is to 
make the power marketable on the most ulvantageous basis upon W hich 
the Government can do so. I think all of us want to see the Govern- 
ment do it in the best possible way, and if they can market the power in 
the most advantageous way by constructing steam plants or buying 
steam power from local cooperatives or others, it is their obligation to 
clo so. 

Mr. Jonas. We in my part of North C arolina handle our power 

problems without intervention of the F ederal Government, but you 
think we ought to put up some of the money to enable the Government 
to engage in the power business in other parts of the country ¢ 

Mr. Raptr. I do not think the Federal Government should be the 
only source of supply in this country, but where there are natural 
resources that can be developed, the Federal Government has the 
obligation to dave ‘lop them to their maximum extent. Where maxi- 
mum development is at stake, such as in Hells Canyon, for example, I 

think the Federal Government should develop those resources. There 
are two other factors to be taken into consideration. (1) The funds 
furnished by the Federal Government are repaid in full; and (2) I do 
not think we can look at this from the standpoint of just that region 
itself. I think what helps one region helps the country. 

Mr. Jonas. That might not necessarily be true if one section draws 
industry from another. I do not see how it helps the place from which 
the industry moves. 

Mr. Rapryn. I know of no industry that has moved into an area 
because of that factor alone. 

Mr. Cuuporr. May | interrupt’ Mr. Jonas, you said you take care 
of your own power problems in North Carolina and do not come to the 
Federal Government. Did you say that? 

Mr. Jonas. Yes. 

Mr. Cuuporr. It seems to me that where you live you are getting 
some TV A power from cooperatives. 

Mr. Jonas. The cooperatives in my district get power from Duke 
Power, a private utility. TVA does sell a small amount of power it 
venerates In some counties in the northwestern part of the State. 

Mr. Cuuporr. I am sure you can give us the proper information 
about your State, but it seems to me there is TVA power going to your 
State. 

Mr. Jonas. There is some but it is infinitesimal compared to the 
total power. My district extends to the Tennessee border. 

Mr. Rapry. I know of no industry that has moved into the TVA 
area because of power alone. Secondly, those industries which do 
tind it possible to flourish in the TVA area provide employment to 
people who buy goods and agricultural products produced in other 
sections of the country. 

Mr. Jonas. I think your statement that what helps one section of 
the country helps all sections of the country, in general, is true. I 
am just trying to explore with you some of your thinking, because 
[ wanted to see how far you think the Federal Government has an 
obligation to go in the development of one particular section of the 
country. I did not know whether you felt as Dr. Blalock does about 
the assumption of a utility responsibility once the Government builds 
a multipurpose dam. I gathered from him that his feeling is that 
once that happens, the Government assumes the responsibility of 





202 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


making all the power available to all preference customers that is 
required. Is that your position ? 

Mr. Rapin. In general. There are some preference customers it 
may not be feasible to serve. 

Mr. Jonas. You mean you would not contend that if there is not 
sufficient power available from the hydroplant the Government has 
the obligation to purchase it or construct steam plants to make the 
whole quantity available ? 

Mr. Rapin. IT think the power that is to be developed from the 
hydroplants aione would not be of the most advantageous character 
so far as the preference customers are concerned, because it is pri- 
marily peaking power and the maximum development can be ob- 
tained t rough: firming up that power through steam plants. 

Mr. Jonas. You mentioned the Oklahoma contract. Are you fa- 
miliar with the Texas contract and the Narrows Dam contract and 
the Brazos River contract? 

Mr. Rapin. Just in general terms. 

Mr. Jonas. Would you say they were contracts that were reason- 
able and fair and result in benefits in making power available to 
the preference customers? 

Mr. Rapin. I am afraid I am not sufficiently familiar with those 
contracts to comment one way or another. 

Mr. Jonas. You did say that you do not take the position that the 
entire power requirements necessarily should be supplied by the 
Government from public power ? 

Mr. Rapry. Absolutely. I personally do not think there should 
be a public power monopoly in this country. 

Mr. Jonas. Do you see any reason why the Southwestern Power 
Administration, along the lines of the Oklahoma, Texas, Narrows, 
and Brazos contracts, should not make integration contracts with 
private utilities operating in the area? 

Mr. Rapin. I am afraid I am not sufficiently familiar with those 
contracts to comment on them. 

Mr. Jonas. Are you familiar with the comprehensive program 
proposed in 1946 by SPA to build 15,000 miles of transmission lines 
and steam plants? 

Mr. Rapin. I just know about its existence. That was before 
came with the organization. 

Mr. Jonas. I have no further questions, Mr. Chairman. 

Mr. Cuuporr. Mr. Jones. 

Mr. Jonrs. I believe you testified earlier that you were a registered 
lobbyist ? 

Mr. Rapin. That is correct. 

Mr. Jones. And you operated on a budget of approximately $75,000 

year? 

Mr. Rapin. Yes, sir. 

Mr. Jones. And that you had approximately seven people em- 
ployed in your office in Washington ¢ 

Mr. Rapin. Yes. 

Mr. Jones. And there is no other office operated by your organi- 
zation out of the city of Washington ? 

Mr. Rapin. We have an advertising representative for our maga- 
zine in Chicago but he does not represent our organization. 
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a Jones. How many people do you serve in the distribution 

a of your organization ? 

Mr. Ravi. How many consumers? 

Mr. Jones. Yes. 

Mr. Raprn. I believe it would run in the neighborhood of 3 or 
million. It is more than that, I believe. 

Mr. Jones. Do you have any television programs on national tele- 
vision networks ? 

Mr. Rapin. No, sir. 

Mr. Jones. Do you have any radio programs on national radio 
networks? 

Mr. Raprn. We do not. 

Mr. Jones. You do not have any lobbyists that you pay $65,000 
a year? 

Mr. Rapin. No, sir. 

Mr. Jones. Do you employ a public relations organization to go 
out and ascertain facts about public opinion ? 

Mr. Rapin. No, sir; we do not. 

Mr. Jonrs. You do not do that? 

Mr. Rapin. No, sir. 

Mr. Jones. Do you advertise in the Saturday Evening Post? 

Mr. Rapin. No, sir; we never have. 

Mr. Jones. Or in Collier’s magazine? 

Mr. Rapin. No, sir. 

Mr. Jones. You do not do that? 

Mr. Rapin. No, sir. 

Mr. Jones. Then it seems you folks are pikers when your or 
ganization is compared to private utilities who are trying to 
create public atmosphere to carry out a plan to destroy the public 
agencies that either generate or sell electric energy in this country? 

Mr. Raptn. When I came with this organization I was told that 
the battle between private and public power would make the match 
between David and Goliath seem like a fair match. 

Mr. Jones. Poor David would have a hard time with that Goliath, 
T will tell you that. 

Let us get to the question of taxes. This tax problem is always 
one that has to be dealt with. When a private utility appears and 
files a petition for ratemaking purposes before a public ratemak- 
ing body, are taxes considered in the factor of cost of generation 
and distribution and sales of the ener gy and the properties dedi- 
cated to that use? 

Mr. Rapin. Yes, taxes are considered a part of the operating cost. 

Mr. Jones. So the taxes are borne by the consumers? 

Mr. Rapin. That is correct. 

Mr. Jones. In the rates as fixed by the public ratemaking body 
of the jurisdiction of its operation ? 

Mr. Rapin. That is correct. 

Mr. Jones. So the income taxes are the only unestimated taxes of 
the utility ? 

Mr. Rapin. Unestimated tax? 

Mr. Jones. Yes, at the time the rate is fixed. 

Mr. Rapin. I am sure they calculate all taxes in considering the 
operating costs. 
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Mr. Jones. But no income taxes are included in that for ratemaking 
purposes; is that correct? All taxes, ad valorem, franchise, every 
description with the exception of income taxes; is that correct? 

Mr. Rapry. I think an estimate is made of the income tax that 
the utility would pay. 

Mr. Jonrs. Is it not a fact that in every State in this Union the 
decisions of the Supreme Court have held that utilities are entitled 
toa reasonable return on their investment 4 

Mr, Rapin, That is correct. 

Mr. Jones. And a reasonable return on the investment figure has 
been established at 6 percent ? 

Mr. Raprn. That is correct. 

Mr. Jones. That is the minimum to which they would be entitled ? 

Mr. Rapin. That is right. 

Mr. Jones. And some utilities make in excess of the 6 percent ? 

Mr. Rapin. That is correct. 

Mr. Jones. For ratemaking purposes, is tax amortization which 
they enjoy under the Defense Production Act taken into account by 
the States in making rates ¢ 
Mr. Rapin. The benefits which the utilities accrue from that pro- 
‘am are not considered by the regulatory commissions. 

Mr. Jones. Of any State? 

Mr. Rapin. That is correct. 

Mr. Jones. And is it not a question now pending before the Fed- 
eral Power Commission as to whether it is a legitimate item to be 
considered for ratemaking purposes ¢ 

Mr. Rapin. I think the Federal Power Commission has ruled on 
that and said they did not think the benefits of the certificates 
should be passed on to the consumers. We argued that such benefits 
as might accrue should be passed on to the consumers, but the Federal! 
Power Commission ruled otherwise. 

Mr. Jones. When a municipality owns its system, you said some 
pay in lieu of taxes and some pay no taxes ? 

Mr. Rapin. I think the vast majority do pay in lieu of taxes. I 
think it is the exception rather than the rule when they do not pay 
in lieu of taxes. 

Mr. Jones. Do you consider it mandatory that they should have to 
pay taxes ¢ 

Mr. Rapin. There is no legal obligation for them to do so. 

Mr. Jones. Because it is a revenue- producing operation ? 

Mr. Raprn. Yes. 

Mr. Jones, And there is no more reason for a municipal utility to 
pay taxes than for the fire department or sanitation department or 
any other department to pay taxes ¢ 

Mr. Rapin. That is correct. 

Mr. Jones. And it is only if its revenues are pledged that they 
cannot be used for other purposes, or for the general operation of the 
municipal government ? 

Mr. Rapin. Yes, although some revenues are turned over to the cit 
government and can be used to assist. 

Mr. Jones. Provided their equity is developed to the extent that 
they would be permitted to do so. You do not know of any bonding 
company that would issue bonds where the profits are first going to 
be pledged to the municipality ? 
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Mr. Rapin. No 

Mr. Jones. It would have to mean that the municipality had a 
quired enough equity that they could do that? 

Mr. Rapry. That is correct. 

Mr. Jones. So we find this situation: We find where a public body 
either generates or sells electric energy that they do not pay a tax 
or - ‘they pay a payment in lieu of taxes / 

*, Rapin. That is correct. 

Mr Jones. And on the other hand the private utility acts as a 

ollecting agency for the taxes imposed on it by the community ? 

Mr. Rapin. That is correct. 

Mr. Jones. Now, actually, the tax proposition is nothing new, is it 4 
That should not distinguish one operation from the other—one opera- 
Lion being a socialistic operation, and the other clothed with the vir- 
tues of just the private enterprise ? 

Mr. Rapin. No. As a matter of fact, from the very beginning of 
the electric industry in this country it has always been contempl: ated 
that the people had the right to serve themselves with electric power 
through municipally owned facilities, or engage a private power 
‘company to do it. That has been traditional. 

Mr. Jones. How does the private utility company obtain its fran- 
lise to operate / 

Mr. Rapin. From the city government within the town in which 
if ag utes. 

\ Jones, It gets it eee een ¢ 

Rapin. Either from the city government or from some other 
oa or State agency. 

Mr. Jones. How are those contracts usually concluded? They are 
isually for a set period of years, are they not? 7 

Mr. Rapin. For a certain period of years. They usually run about 

) years. 

Mr. Jones. Why do they provide for a 20-year period 

Mr. Ravin. Well, they provide for a period so at the conclusion of 
the period the people will have the option of serving themselves, or 
ontinuing with the company. 

Mr. Jones. It is a fact, is it not, the reason they make the period 
that long is in order to give justification for the utility to raise 
revenues over the period of that contract to serve the municipality? 

Mr. Rapin. Oh, ves. 

Mr. Cuvuporr. We will recess now until 2: 15, 

(Whereupon a recess was taken until 2:15 p. m.) 


AFTERNOON SESSION 


Mir. Cuvporr. The subcommittee will come to order. 

Mr. Jonas. Mr. Radin, would you turn to page 7 of your statement, 
please ? 

Mr. Raptr. Yes. 

Mr. Jonas. You have quoted there from some testimony given to 

ie House Committee on Appropriations in 1951 indieating an esti- 
mated amount of kilowatts to be sold to municipalities in 1955 totaling 
WO 56. 


Mr. Rapin. Yes. 


71597—56——15 
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Mr. Jonas. Do you know where SPA expected to get those kilo- 
watts? 

Mr. Rapin. I presume from projects that were under construction, 
or for which appropriations had been made. I notice the total amount 
they anticipate selling there is roughly around 450,000 kilowatts of 
power to all preference e customers, as IT recall from that table as it is 
in its entirety. I think that that is just about the capacity of SPA 
today. 

Mr. Jonas. Installed capacity on the contrary is only 499,000 kilo- 
watts, as stated by Mr. Wright. That appears in a table on page $ 
of his testimony before the Public Works Appropriations Subcom- 
mittee of 1956. And on pages 11 and 12 of those hearings Mr. Wright 
breaks down the contract commitments of Southwestern Power and 
shows they had actual contractual commitments outstanding for 
477,799 kilowatts. 

I just wonder how you could wring a couple of hundred thousand 
extra kilowatts out of that capacity. 

Mr. Rapry. As of today? 

Mr. Jonas. This is the year 1955 and this table that he inserts in 
the hearings was in 1955, which would be up to date. He includes 
Table Rock for which construction was started, but the 84,000 is added 
to the 499,000, which he said was the installed capacity of all the dams 
that had been completed. If you had the 84,000 expected to be derived 
from Table Rock, which is not in production yet, you would have only 
583,000 against which they have firm commitments of 447.799 kilowatts. 

Mr. Rapry. I am going by the table as inserted in the 1951 hearings. 
At that time the table in its entirety showed anticipated sales which 
I would presume would not exceed the amount of power which was 
expected to be available. I would not think as of that time he would 
anticipate selling power in excess of the amount he would have avail- 
able. 

Mr. Jonas. Unless he anticipated buying some power to add to the 
installed capacity of the dam. I just wonder if you recall anything 
in the 1951 testimony indicating where SPA expected to get that. 

Mr. Raptr. I do not recall the details as to what the sources of power 
would be. I just assumed from that table he anticipated having an 
amount of power equal to the anticipated sales. 

Mr. Jonas. Could you tell me from the tables that you have included 
as exhibits, following page 18 

Mr. Rapin. Yes. 

Mr. Jonas. There you have listed a number of municipalities and 
show anticipated 1955 sales to preferred customers through the con 
tract with the Oklahoma Utility Co. 

Mr. Raprn. Yes. 

Mr. Jonas. Do you know where those cities were getting their 
power requireme nts prior to the date of this table? Were they being 
served with power? 

Mr. Rapin. You mean as of now ? 

Mr. Jonas. As of then. 

Mr. Rapry. As of that time I presume—and I do not have the details 
on it—they were either generating their own power, which many of 
them do through diesel plants or steam plants—and I think many i1 
that area generate from some diesel plants—or some undoubtedly were 
purchasing power from other companies. 
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Mr. Jonas. Do your records indicate whether these municipalities 
that you have listed on these pages were receiving their power re- 
quirements from some source at that time? 

Mr. Rapin. As of 19514 

Mr. Jonas. Yes. 

Mr. Rapin. I presume they had power, yes. 

Mr. Jonas. Most of them had electric lights? 

Mr. Rapin. Yes. 

Mr. Jonas. Sufficient for their purposes ? 

Mr. Rapin. Yes. I have no personal knowledge, but I presume that 
they had power. 

Mr. Jonas. Do you know anything about these cities that you have 
listed? Are any of them over 15,000 in population ? 

Mr. Rapin. Springfield, Mo., is. I do not believe that I have with 
ine the data that showsthat. Springfield I know is. Jonesboro, Ark., 
is a pretty fair sized city. Paragould, Ark., may possibly be 15,000. 
1 would presume Coffeyville, Kans., is over 15,000. 

They are, by and large, small communities, Mr. Jonas. 

Mr. Jonas. You told me this morning but I have forgotten—when 
did you come with the present association ? 

Mr. Rapin. I joined their staff in 1948 and I was made general man- 
ager in 1951. 

Mr. Jonas. Do you recall when they started this Southwest power 
program and the building of the dams? It was in the 1940’s some- 
time ¢ 

Mr. Rapin. I believe so. 

Mr. Jonas. You were not with the association at the time the pro- 
‘ram started ¢ 

Mr. Rapry. I was not. 

Mr. Jonas. What was your business before 1948 ? 

Mr. Rapin. My first working experience was as a newspaper re- 
porter. I worked for 4 years with the Chattanooga Times as a re- 
porter. I came to Washington and worked for the Government and 
then I was in the Army, and after service in the Army I worked with 
the State Department here as an administrative analyst. 

Mr. Jonas. And then went directly from State to this organization ? 

Mr. Rapin. Yes. 

Mr. Jonas. You do not know anything about design and construc 
tion of these dams? 

Mr. Rapin. No, sir; I am not an engineer. 

Mr. Cuuporr. Do you have any further questions, Mr. Knox? 

Mr. Knox. Not at the moment. 

Mr. Cuvporr. Mr. Austin. 

Mr. Austin. Mr. Radin, there has been quite a bit of discussion to- 
day around the general subject of municipalities becoming dependent 
upon Government power. We are speaking particularly today of the 
SPA area, but these hearings will be continued in a number of other 
areas. You are familiar with the field generally. 

What do you think—and I am asking you for your personal views 
as to the necessity of the preference clause, or the equality clause, as 
you called it a while ago, for the getting of power to these municipali 
ties, and then going back to the matter of whether the municipalities 
should become dependent or not upon Federal power 
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Mr. Rapin. Mr. Austin, I think it is a fair statement to say that 
unless there were such a thing as a preference clause the municipally 
owned utilities would receive very little, if any, Federal power. ‘The 
reason I say that is twofold. First of all, most of these municipally 
owned utilities are authorized to conduct their business only within 
the confines of the city. We know of examples where there are 2 
municipally owned utilities only 30 or 40 miles apart, and they are 
unable by law to build a tie line between the 2 municipals which would 
greatly increase their capabilities. They are unable to do so because 
of legal restrictions. 

Secondly, as I pointed out in my statement this morning, the munici- 
pally owned utilities, by and large, are very small. There are a few 
large ones, such as the city of Los Angeles and the city of Seattle and 
the city of Tacoma. Those utilities have undertaken much of their 
own power development, but with regard to these smaller utilities, 
unless the Governinent takes some active part in making this power 
available to them, they will just find it impossible to get any of this 
power from the Federal Government. So for that reason I think the 
preference clause, and whatever obligations it imposes in connection 
with the building of transmission lines, or the use of other facilities 
to wheel power, is absolutely essential if the municipalities are to 
receive a fair part of this federally produced power. 

Mr. Ausrrx. What is your interpretation of the philosophy behind 
this preference clause, or equality clause, as you called it / 

Mr. Ravin. I think the philosophy behind it is that these are re- 

ourees, the deve lopm ent of which should accrue to the benefit of the 
argent number of people. There should be no monopolization of the 
benefits which accrue from the development of these resources, and the 
preference clause is needed to prevent a monopolization by private 
interests. I think that is made abundantly clear in the Bonneville 
Power Act, which, I believe, specifically states that the power shall 
be marketed in such manner as to prevent monopolization of the power. 
So I think that is basically the pholosophy behind the preference 
clause—to prevent monopoliz: ition of these resources by private inter- 
ests and to make these resources available to the largest number of 
people and in a manner that will be of benefit to the greatest number 
of people. 

Mr. Austin. Are you familiar with the situation generally in the 
marketing of power from Federal dams, and particularly with regard 
tothe problem of the price that can be obtained ? 

— example, do you know whether the price obtained for power at 
a Federal dam where there are no preference customers available to 
buy it all, is pretty much the same price as that which obtains 
where there are pre ‘ference customers available to get it? Are you 
familiar with the Canyon Ferry situation ? 

Mr. Rapry. That was just coming tomy mind. I think the situation 
is that where the Government is at the mercy, so to speak, of the 
existing interests in the sale of its power, where they have no bargain 
ing power of their own to market their energy, then they are able to 
secure a lower rate for this power than in cases where they have 
some bargaining position and are able to sian ine the power in a way 
that is competitive. 
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Mr. Austin. In other words if there is competition on the buying 
side the price may go up, which means that the Government may get 
greater revenue ¢ 

Mr. Rapin. Yes. If there is just one buyer—and in the Pacific 
Northwest I think they refer to the Canyon Ferry Dam as a ¢ aptive 
dam—obviously the Government does not have much leverage in 
securing a fair rate for this power. 

Mr. Austin. This morning you testified on page 7 of your state- 
ment that the city of Carthage, Mo., had asked for an inter-tie. You 
state this was brought to your attention only last week. I presume 
that the situation is current, or very recent and you say that 
the SPA representatives had turned down the utility’s request for 
an emergency tie with SPA on the ground the agency did not have 
any power available. 

Did you hear Dr. Blalock’s testimony a couple of weeks ago / 

Mr. Rapry. I did not hear it, but I have read hiatt testimony. 

Mr. Austin. Are you familiar with this part of his testimony 
and this is found on page 136. 

The Western Farmers Cooperative contractually has a right to 30,000 kilo- 
watts of power. They have advised the SPA their summer peak will likely 
exceed that and they would like to obtain their power supply from SPA. A 
situation has developed this week and I am advised where one of the new 
gsenerating plants of the Oklahoma Gas & Electric Co., 1 unit of 66,000 kilo 
watts located at Sulphur, Okla., has been put out of operation by some mechanical 
trouble, I suppose. I am not informed as to just why, but it was reported to 
me this plant would be out of operation for a period of approximately 120 days 
The manager— 

The manager of the Western Farmers Cooperative— 

was advised on Monday of this week that Southwestern Power Co. picked up 
40,000 kilowatts of the Oklahoma Co.’s load with Government hydro, and on 
Tuesday picked up 80,000 kilowatts of Oklahoma Gas & Electrie load with 
Government hydro. 

Do you see any great difference between the two emergencies? Do 
vou have any idea why the Ok! = Gas & Electric Co.’s load was 
being picked up by SPA and why Carthage was refused even ar 
emergency inte r-tie? Do you k now an iything about it ? 

Mr. Rapry. I am not aware of the situation with the Oklahoma Co. 
Apparently the Oklahoma Co. is in need of power immediately, 
whereas the situation with Carthage is they are not interconnected 
with any other utility at the present time and for their future security, 
so to speak, they would like to have an inter-tie with SPA in case 
one of their own generating units goes down. Then they would like 
to have that tie to make power available to them in case of an emer- 
gency. In other words, as I see it, one is an immediate situation and 
the other one is looking toward the eventuality of an emergency. 

Mr. Austin. You state that Carthage is a municipal utility. 
suppose that it would qualify as a preference customer. 

Mr. Raptn. That is correct. 

Mr. Austin. They were denied the inter-tie for a future emergency ? 

Mr. Raprn. The manager at Carthage, Mo.. so advised me. 

Mr. Austin. This morning we had quite a little discussion that 
centered around the main problem of a national subsidy to the electric 
users of a region. 

Can vou tell us whether or not there is actu: ully any national subsidy 
to the electric users of any region through the TV A, Bonneville, Bu 
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reau of Reclamation, the Corps of Engineers, or any of these power 
projects? Is there actually a national subsidy to the power users of a 
region ? 

Mr. Rapin. Mr. Austin, I know of no such subsidy. As a matter 
of fact, these Federal power projects are required to pay back the 
investment, or appropriation over a period of years, so that I do not 
know of any subsidy that the user of power from a Federal power 
system is receiving. 

Mr. Austin. With regard to the TVA particularly, does the fund 
made up from the sale of electricity pay back to the Federal Govern- 
ment all the Federal costs of the TVA? 

Mr. Rapin. All of the Federal costs allocated to power. 

Mr. Austin. Allocated to power. What are the other costs? 

Mr. Rapin. There are other costs. 

Mr. Austin. Roughly, what are they ? 

Mr. Rapin. There are other costs of flood control and navigation. 
Those are the principal ones. 

Mr. Austin. Those are not tied to power for reimbursement out of 
the revenues; is that the situation ? 

Mr. Rapin. No; except that a portion of a dam, or the cost of the 
dam may be allocated to flood control or to navigation and to power, 
and if the dam were built as a single-purpose project, then the entire 
cost of the dam might have to be allocated to that single purpose. 

I might add this: The fact that the flood control and navigation 
features of TVA are not repaid puts the TVA on the same basis as 
other projects in other parts of the country. Flood-control projects 
are not reimbursable in any part of the country, so the fact that they 
are not reimbursable in TVA does not set TVA apart from the prac- 
tices followed elsewhere. That is the uniform policy applied through- 
out the country. 

Mr. Jonas. Would you yield on that, Mr. Austin ? 

Is it not true that the people who live in the TVA area are in a 
much more favorable position than the people who live in the South- 
west power area, or in the Northwest, in that, as you have pointed 
out, advancements made by the Government to build these dams in 
the Southwest are repayable over a period of 40 years ? 

Mr. Rapin. Yes. 

Mr. Jonas. Capital advancements allocated to power in the TVA 
area are repayable in 40 years. The difference is that the TVA pays 
no interest. ‘The people in the Southwest pay 21% percent. 

Mr. Rapin. That 1s correct. TVA does not pay interest as such. 
However, they do have a rate of return on the money invested in the 
TVA and that rate of return has over the period of TVA’s existence 
averaged about 4 percent, as I recall. 

Mr. Jonas. I know, but they reinvest that money in new power 
facilities. They do not pay it to the Government. 

Mr. Rapin. Some of it, I think, is repaid to the Government and 
some is reinvested. 

Mr. Jonas. No interest is repaid to the Government. That is true, 
isitnot? TVA pays no interest whatever. 

Mr. Raptn. They pay no interest as such. It is not labeled as 
interest. 
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Mr. Jonas. They do not pay anything back to the Government ex- 
cept the capital advancements. They do not pay the Government a 
profit in dividends, or anything. 

Mr. Rapin. No, but whatever profit they have, the 4 percent, does 
accrue to the benefit of the Government in that if it is used for rein- 
vestment in other facilities and those facilities belong to the Federal 
Government. 

Mr. Jonas. That is like saying that I own a part of the White House, 
but I cannot go down there: and live in it. The only people that can 
vet any advantage from that are the people who get the power cheaper, 
is that not so? 

Mr. Rapin. That is true, but on the other hand if you consider TVA 
as a national asset and not as a regional asset, I think the emphasis 
changes somewhat. 

Mr. Jonas. But the answer to the question is TVA pays no interest. 

Mr. Rapin. Notas such; not labeled as such. 

Mr. Jonas. It does not pay the Government anything in the nature 
of interest, does it ¢ 

Mr. Rapin. Not in cash, but the return on the Government’s invest- 
ment 

Mr. Jonas. You mean, ultimately when they get all the capital 
money paid back the Government will own the facility ? 

Mr. Rapin. Yes; that is correct, but from year to year the TVA is 
earning a return on the amount of money invested, and that return, 
which has averaged about 4 percent, does accrue to the benefit of the 
(sovernment. 

Mr. Jonas. How? That is what I would like to have you explain. 

Mr. Rapin. I am not sure, Mr. Jonas, whether any of it goes in cash 
tothe Treasury or not. It may or it may not. 

Mr. Jonas. No; it does not. 

Mr. Rapin. I wil] accept your statement. But if it does not, then 
that money is available to TVA for reinvestment in new facilities 
and those new facilities are owned by the Government, and to that 
extent the Government owns those facilities in the same manner as if 
the Government had gotten money from some other source and built 
those facilities. 

Mr. Knox. You know right well the Government never receives 
anything back from TVA. If it did, why would they come in and ask 
for additional appropriations for expansion ? 

Mr. Rapin. The reason why they come in for appropriations is this: 
All utility systems are growing tremendously. There may be a few 
exceptions, but by and Jarge utilities have to expand their facilities 
through new borrow! Ings, and the reason why TVA comes in here for 
more e appropriations is to expand facilities needed to serve the cus- 
tomers in the area. The private power companies, for example, issue 
stocks all the time and make new borrowings at all times to expand 
their facilities, and for the same reason TV A comes here for appropria- 
tions. 

Mr. Knox. Is it not true that TVA has jurisdiction over all earned 
revenue for expansion purposes 4 

Mr. Rapin. I would hesitate to answer that question because I am 
not familiar with that particular portion of the TVA Act. They 
do come in and their budget is reviewed by Congress every year. 
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There is a limitation upon the degree of control which TVA exercises 
over those funds and of course they have these obligations under the 
law to repay the Government appropriations. 

Mr. Jonas. You are correct in that respect. What TVA does every 
year is come in with two budgets, one a request for new money and 
the second a request for authorization to use their own money which 
they have received from the sale of power and the total of the two is 
what TVA spends on construction. However, they do have to ge 
authorization from Congress to make capital investments in th 
nature, say, of building a steam plant even through tle use of thei 
own money. 

Mr. Knox. That is correct. 

Mr. Jonas. They come in with two budgets. 

Mr. Knox. Yes. 

Mr. Austix. When the Government money has all been returned 
which has been advanced on the power portion of TVA, I believ: 
you stated that then the Government would own it? 

Mr. Raprx. That is correct. 

Mr. Austin. What about revenues at that time from the sale « 
ower f 

Where do they go? 

Mr. Raptx. Presumably they will accrue to the Government itself 
The Government will have an investment that is paid off and it wil 
receive the benefit of all the earnings. 

Mr. Austin. Do you happen to know about the repayment schedule 
of TVA? Do you know how it stands, and what its repayment sched 
ule is? 

Mr. Rapin. I believe they are ahead of schedule. I do not have 
the figures as to the exact repayments, however, but I recall hearing 
them recently at a hearing by the Senate Public Works Committee 0: 
the Kerr bill. As T recall, some TV A officials testified at that time that 
they were ahead of schedule: but I do not reeall exactly the amount 
of repayment. 

Mr. Jonas. That is correct. 

Mr. Austin. Do you know how far ahead any of these other govern 
mental power development agencies might be, such as any of th: 
Bureau of Reclamation dams or Bonneville or any of those? Do 
you happen to remember any of the figures. 

Mr. Raptx. Now, I know that the Bonneville Power Administra 
tion is considerably ahead of schedule in repayment. I do not re 
member about the others. 

Mr. Cnuporr. I think the records will show that. 

Mr. Rapry. I think Bonneville is, roughly, around $50 million or 
$60 million ahead of schedule. 

Mr. Cuuporr. The records will show that in most cases or a ma 
jority of the cases that all of these projects are well ahead of schedule 
on repayment. Ido not think there is any question about that. 

Mr. Jonas. May I interject this, Mr. Chairman? 

Mr. Cuvuporr. Yes. 

Mr. Jonas. The trouble with that theory is that over a period of 
40 years the Government receives back the principal which it had 
invested, but the reasonable life of a steam plant is less than 40 years. 
However, you have to spend a lot more money rehabilitating that 
system, or you will have one which is not worth anything, 
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Mr. Cuuporr. I sometimes wonder whether that is theoretical ac- 
counting, or whether it is true. They set up a reserve for deprecia- 
tion on the basis of either 20 years or 30 years or 40 years, and theo- 
retically the plant has no value at the end of that time. It is de- 
preciated as a capital asset at the end of the period, and there is a 
reserve for depreciation to replace the asset when it is set up. When 
that number of years which has been set up for depreciation is reached, 
oftentimes you find that the capital investments are fully depreciated, 
of course, for tax purposes, and you will find it is in perfect condition 
even though it is worth nothing as far as book value is concerned. 
[ think it is all theoretical accounting. TI know, for instance, in re- 
card to income tax, they will say your automobile lasts 3 years for 
depreciation purposes, and for tax purposes, but if that automobile 
's not driven very much it may be in perfect shape at the end of 5 
vears. 

Mr. Jonas. I think all those things have to be taken into considera- 
tion. However, a steam plant which runs at full capacity for 40 
vears without any additional work, IT do not think would be worth 
much. 

Mr. Cuupvorr. That is right. 

Mr. Jonas. The evidence which T have heard developed in other 
committees indicates that you have to spend a lot of money on a 

eam plant to make it worth very much after a period of 40 years. 

“Mr. Cuvporr. If you took a steam plant and operated it for 40 
vears without spending 10 cents on it for repairs, it would probably 
be worth nothing at the end of 20 years. 

Mr. Raptn. I think there is one other factor, and that is the fact 
that the life of a dam, on the other hand, may be far in excess of 40 
vears. The life of a dam may be 100 vears in fact, I think 100 years 
is a reasonable estimate of the life of a dam. 

Mr. Austin. You men were speaking of the depreciation of steam 
plants. What about the general depreciation rate of hydro plants? 
Is it as rapid as that of the steam plants? 

Mr. Rapry. I think the life of a dam has been estimated at 100 
years, or in excess of that. 

Mr. Austin. I am speaking of the generating facilities. Are they 
comparable to — plant depreciation ? 

Mr. Rapty. I do not know offhand, Mr. Austin. However, T think 

is longer than 40 years. The Federal Power Commission has set 
forth a depreciation schedule and IT am sure it is available. 

Mr. Austin. Mr. Radin, you mentioned flood control as a part of 
most of these Government power projects and you mentioned TVA 
n particular. You mentioned also that in the cost allocations a cer 
tain amount of the total cost of TVA was set over to flood control 
and a certain part was set over to navigation as well as a certain part 
being allocated to electrical production. 

If the amount that was actually furnished by the Governmnt for 
flood control were used entirely by itself, could there have been built 
an adequate flood-control project for that amount of money in the 
TVA system ? 

Mr. Raprx. As I understand it, based upon the type of cost-alloca 
tion formula which has been used in TVA, that would not be the ease. 
However if this were a single-purpose project, then obviously the cost 
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of it would be in excess of the amount allocated at the present time 
to flood control. 

Mr. Austin. In other words, in regard to a multipurpose dam, if 
you were to take all these purposes including the main purposes, and 
other purposes such as wildlife and recreation: Building the electric 
system on the TVA or the cost of a flood-control system each by itself 
or the cost of another navigation control system all by itself, and if 
you were to take those and add all together, you would come to a much 
greater cost than the cost of the TVA system as built. Is that what 
you are saying ¢ 

Mr. Rapry. That is correct. 

Mr. Austin. So, actually, there has been—if not a subsidy—at least 
a compromise among the various allocations to the point that in some 
instances electricity in the TVA system could be said to in part be sub 
sidizing flood control and navigation and the other purposes. Would 
that be right ? 

Mr. Rapin. To the extent that the cost would be higher if the TVA 
were built as a single-purpose project. 

Mr. Austin. For flood control or for navigation 7 

Mr. Rapin. That is correct. 

Mr. Austin. Just as it is true for electricity 

Mr. Rapin. That is correct. 

Mr. Austin. Has your organization under your direction or have 
you personally ever had occasion to make any study or comparisons of 
the cost of operation of the publicly owned utility systems with pri 
vately owned or investor owned utility systems of the same size as to 
the breakdown of costs, showing something of the efficiency of opera- 
tion, and so forth ? 

Mr. Rapin. We made such a study, I think, on two occasions. The 
first study was made in 1948, as I recall, and the last one was made 
about a year or 2 years ago. I believe I have with me a copy of the 
more recent study, and it was entitled “More Power at Lower Cost.” 

Mr. Austin. Could I interrupt you one moment to refer back to 
your statement in which you said, I believe, on page 3, at about the 
third paragraph, as follows: 

The revenue received by the publicly owned electric systems from the resident 
consumers was 1.81 cents per kilowatt-hours while the revenue received by the 
privately owned companies was 2.84 cents per kilowatt-hour. 

Is that differential totally found in just taxes paid by the privately 
owned utilities ? 

Mr. Rapin. No. As I mentioned earlier, I think that is a minor 
or insignificant factor. The difference is in the fundamental nature 
of the two, one of them having to repay a return on the investment in 
capital stock, and that is one of the major reasons for the difference. 

There are also some differences in operating costs. Our study 
shows that on production expenses the costs were about the same. As 
a matter of fact, the cost of the publicly owned systems—-these are 
the local publicly owned systems that generate their own power 
was 4.92 mills per kilowatt-hour. 

Mr. Austin. That would be what you call just bus bar costs? 

Mr. Rapin. That is right. 

Mr. Austin. Just the cost of generation and it would not include 
the cost of distribution ? : 
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Mr. Rapin. That is correct. The cost for the privately owned 
systems was 4.87 mills per kilowatt-hour. All of these figures ex- 
clude taxes. There are no taxes included in either of these figures. 

I think that higher cost on the part of the public systems can be 
attributed to the fact that they operate smaller units. 

In regard to transmission expenses, our studies show that the cost 
of the publicly owned systems was 0.13 mills per kilowatt-hour; 
whereas, the cost of the privately owned systems was 0.26 mills per 
kilowatt-hour, about double those of the public systems. 

Mr. Jonas. May I ask a question right there! 

Mr. Rapin. Yes, sir. 

Mr. Jonas. Do you have the records as to comparable costs for 
money ? 

Mr. Rapin. We have some here, Mr. Jonas. I think it has been 
several years since we published this. I will have to refresh my 
memory on the figures. 

Mr. Jonas. I just wondered if you knew about the average cost of 
money. 

Mr. Raprx. We find that interest rates were also very similar on 
the average. The private utilities paid an interest rate of about 2.8 
percent, and the public systems had an interest rate of 2.5 percent. 
‘The public systems had a slightly lower cost of bonds. On distribu 
tion expenses they were about the same. The publicly owned systems 
spent 12.14 cents per customer; whereas, the privately owned systems 
spent 12.46 cents per customer. 

Mr. Jonas. May I interrupt you again? 

Mr. Rapty. Yes, sir. 

Mr. Jonas. Would it be fair to say that this average bond money 
cost is lower than you would expect or would be lower were it not for 
the fact that bond money represents only part of the capital struc- 
ture? You have a lot of investment money in there as a cushion, or 
asa base. Ifa private utility were bonding 100 percent of its money 
for the building of a utility system, it probably would have to pay 
more for its money than it has to pay, since it has the stock sold? 

Mr. Rapin, Yes, sir; I think our figures show that on the capitaliza- 
tion of the privately owned systems about 49.2 percent of their 
capitalization may be a long-term debt, and about 42.1 percent on 
capital stock. 

Mr. Jonas. Excuse me. I will try not to interrupt you again. 

Mr. Raprn. That is perfectly all right. 

Mr. Knox. May I follow up the question by Mr. Jonas? 

Mr. Cuvporr. Yes. 

Mr. Knox. What portion of the net profits of the company are re 
tained as capital for capital improvements or for expansion ? 

Mr. Rapry. In regard to the privately owned companies, 8.7 percent 
of their total capitalization is represented in surplus that they have 
reinvested in their plant. That, incidentally, is one of the big differ- 
ences between the private systems and the public systems. The public 
systems use much of their surplus for reinvestment in plant. Their 
capitalization shows a surplus or an amount of surplus invested in the 
plant of 44.4 percent as opposed to 8.7 percent for the private systems. 

Mr. Knox. Is it not true, then, that the question of differential be- 
tween the two rates charged is that a great portion of the differential 
is used in the form of expansion by private utilities? 








216 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Rapin. I think you will find, sir, that between the two types of 
operations, the public systems reinvest more in expansion than do the 
private systems. They get more of their new money from borrowi Ings ; 
whereas the public systems draw much of their money for expansion 
from the reinvestment of surplus. 

Mr. Knox. It is true, of course, that the publicly owned companies 
or utilities have a right to come back and request funds from the Treas- 
ury of the United States. 

Mr. Raptx. Iam sorry, Mr. Knox, but I did not make myself clear. 
[ am referring only to the municipally owned utilities. All these fig- 
ures I am giving pertain only to the locally owned municipal facili- 
ties, and not to any Feder al svstem that gets its money from the 
Congress. 

Mr. Knox. They derive their funds mostly from the issuance of 
bonds which are interest-free bonds; is that correct ? 

Mr. Rapin. The interest on the bonds is tax exempt. 

Mr. Knox. I mean tax-exempt bonds. 

Mr. Rapin. Yes, sir. 

Mr. Knox. In regard to the private utilities, the bonds which they 
issued are taxable; are they not ¢ 

Mr. Rapin. That is correct. As I said, though, the public systems 
get. a far larger proportion of their capitalization from surplus which 
is reinvested than do the private systems. 

Mr. Knox. You have shown here in your statement that there was 
a terrific differential between the amount of money charged per kilo- 
watt from the privately owned companies and the publicly owned 
companies. I think we should know why the differential exists, and 
what it is made up of. That is the reason why I have propounded 
these questions. I want to find out from your knowledge just what 
makes up the differential. 

Mr. Rapry. There is a difference in the basic nature of the two types 
of systems. 

Mr. Kwox. Definitely so. That is for sure. Of course, when you 
have a tax-free bond, that is a bond which does not have too much 
difficulty in finding a buyer on the market. 

Mr. Rapin. As I mentioned a little while ago, the difference in 
interest paid on the bonds is very slight. The private utilities paid 
an interest rate of 2.8 percent and the: public systems paid an interest 
rate of 2.5 percent. 

Mr. Knox, Yes; I realize that. 

Mr. Raprn. So the difference is very slight in bonds. 

Mr. Jonas. Are these figures listed on page 5 figures for a year? 

Mr. Rapin. Yes, sir. 

Mr. Jonas. That is what it costs a man who uses 3,194 kilowatt- 
hours for a year? 

Mr. Rapin. That is correct. 

Mr. Jonas. There is a difference of $4.95. 

Mr. Rapry. Yes, sir. The $62.83 spent by the consumer of the pri- 
vately owned company gets him considerably less power. He uses 
2.216 kilowatt-hours for which he pays $62.85; whereas the consumer 
of the publicly owned system uses 3,194 kilowatt-hours for which he 
has paid $57. 88. The difference there appears slight, but the differ- 
ence in per kilowatt-hour charge is considerably greater. 
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Mr. Jonas. Of course, there is a stepup In charges. The more 
power you use, the cheaper it is; is it not / 

Mr. Rapin. That is correct. 

Mr. JON \S. The price comes down as one goes above 200 kilowatt- 
hours? In other words, there are steps involved. 

Mr. Rapin. Yes, sir; there are, very definitely, 

Mr. Acstin. The steps apply usually to the a he utilities and pri 
vate utilities pretty much alike ? 

Mr. Rapty. That is right; yes, sir. However, there is usually a 
breaking pomt on the number of kilowatt-hours. 

Mr. Austin. The use of the figures which you gave a moment ago, 
the $62.83 from the privately owned utilities buys the 2,216, which 
gives the rate of 2.84 cents per kilowatt-hour # 

Mr. Rapin. That is correct. 

Mr. Avustry. The 1.81 cents involves simply the use of the other 
figures ¢ 

Mr. Rapry. That is mght. The reason why I used the termi ology 


“revenue received” is becuuse you could not fairly refer to tha as a 
rate because the rate 1s sligh tly different. If you divide 2216 by 
$62.85, vou get 2.84 cents per | <jlowatt-hour as revenue received. 

Mr. Jones. I certainly do not} hay ve any quarrel with your figures, I 
have never heard anyone contend that private utilities can furnish 
power al the same rate that a a ! mene owned utility could, if all of 
these differences were taken into consideration ineluding the w LN 


they had to finance the o7 ration. 

Mr. Rapin. I think you will find areas where that is the case o1 
the periphery of TVA. The private companies there furnish power 
at rates which are roughly equivalent to Government rates. 

I think there are areas in the Pacific Northwest, where there is com- 
petition from the public ly owned systems, that this is true also. 

Mr. AON. AS. They are probably losing money on that power and 
making it up elsewhere. 

Mr. Rapin. I would hope not. 

Austin. In the matter of operations have your studies shown 
or have vou found some areas of operations where the municipal utili- 
ties without any interest advantage of any kind were operating more 
cheaply than the privately owned utilities ? 

Mr. Rs \DIN. Yes Lb sir. I do not believe I completed this table. [ 
think I got through the distribution expenses, 

On the accounting and collections, we find that the publicly owned 
=ystems, and here again I am referring to the local publicly owned 
utilities, since we do not represent the Federal power systems, pay 
3.45 per customer for accounting and collections eXpenses 5 whereas 
the privately owned companies spend $4.61 cents. That 1s a differe: 
tial of : ).0 percent. 

Mr. Jonas. Do you mean that the private companies pay their help 
more 4 

Mr. Raprx. I do not know whether that is all in help or whether 
that is in the processes of accounting and collections. There are dif 
ferences in billing, and in other practices. 

Mr. Jonas. They pro vals ly do that. at that: do the v not! Because 
the e mployee s of the munic ipal systems are working for the local Gov- 
ernment unit and they may or may not have pension plans and retire- 
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ment plans, whereas most public utilities—privately owned utilities— 
do have a lot of those fringe benefits. 

Do you have any study on that? 

Mr. Rapty. No, sir; we do not make any study of that type. The 
only study that I know of that is comprehensive on the subject is the 
one made by the Northwest Public Power Association. They make 
an annual wage survey and if you desire, I would be glad to make that 
available to you. I think you will find that the rates of pay of the 
publicly owned systems are very comparable to the rates of pay of 
the privately owned companies. However, I am not competent to 
speak on the wage-rate side. 

I think, however, that, by and large, they are comparable. The 
differences would exist primarily in the fact that many of these 
municipally owned utilities are located in small communities where 
the existing level of pay may be somewhat lower than that of the larger 
communities. 

Mr. Austin. Would your comparison as to salaries paid by the 
privately owned utilities and publicly owned utilities be roughly the 
same ¢ 

I believe that is what you said. Is that as true of the top men in 
the two systems? 

Mr. Rapin. No; that would not be true of the top men. I think, 
probab sly, the highest paid man in the publicly owned field is Mr. 

Samuel B. Morris of Los Angeles. I think his pay is about $25,000 
a year, or of the range of $20,000 to $25,000 a year. I am not sure of 

that figure. JT thi nk the salar y of the top executives in the privately 
owned ¢ ompanies goes as high as $80,000 a year. 

Mr. Austin. Did you finish your survey, Mr. Radin? 

Mr. Rapty. I will complete this very quickly. 

On promotion and advertising, per $100 of revenue, the publicly 
owned systems spend 95 cents; whereas, the privately owned com- 
panies spend $1.64 cents, and on administrative and general expenses 
per $100 of revenue the publicly owned systems spend $6.40 and the 
priv ately owned systems spend exactly the same amount. 

Mr. Austin. Do vou have a summary of that where those totals 
have all been put together ? 

Mr. Rapin. No. The reason is that some of these are figured on 
different bases than others. The Federal Power Commission, for 
example, figures distribution expense on the basis of per customer, 
whereas, production expenses are based on per kilowatt-hour. So, 
we do not have them put together. 

Mr. Austin. Are these studies based upon figures which you gath- 
ered yourself, or are they figures gathered by some other agency ? 

Mr. Rapwin. No; these are based on figures gathered by the Federal 
Power Commission. 

Mr. Austin. On page 3 of your statement this morning you men- 
tioned how many kilowatt-hours are being used by the average cus- 
tomer of the privately owned system, and the same figure by the 
publicly owned system consumer. Why the difference? There is 
a difference of between 3,194 for the consumer of the publicly owned 
system. In other words, the consumer of the publicly owned utility 
used 3,194 and the consumer of the privately owned system used 
2,216 kilowatt-hours, 

Why the difference? Do you have any idea? 
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Mr. Raptn. I think the difference is solely in the matter of rates. 
Lower rates result in greater consumption. It is just that simple. 

Mr. Austin. You think if the rate were the same in the two sets of 
utilities, the usage would be about the same? 

Mr. Rapwrn. I would think so, because, if anything, the privately 
;wned companies have more aggressive sales policies than the publicly 
owned systems. The public owned systems rely largely on lower 
rates to produce consumption. 

Mr. Kwox. You have informed the committee as to the cost of 
advertising for the publicly owned companies. I believe you said 
they spent 95 cents per $100; is that correct ? 

Mr. Rapin. That is 95 cents per $100 of revenue; that is correct. 

Mr. Knox. The privately owned companies spend $1.64 4 

Mr. Rapin. Yes, sir. 

Mr. Knox. What type or form of advertising are you referring to? 

Mr. Rapin. I cannot speak for the privately owned systems, Mr. 
Knox. As far as the publicly owned systems are concerned, that is 
wholly promotional advertising to induce greater consumption by 
ippliances and that type of effort. 

Mr. Cruporr. Since vou raised the question, do the public system 
-ell appliances also? 

Mr. Raprn. Very few of them do; it is the exception rather than 
the rule. Even where they do not sell them, they advertise the bene- 
its accruing from the use of electricity as a means of inducing greater 
consumption. 

Mr. Knox. Would it not be true if the privately owned companies 
-hould refrain from advertising that it would affect possibly the 
total power output that you would sell also? 

Do you not think you derive some benefit to the publicly owned 
companies due to the advertising of the privately owned companies / 

Mr. Rapin. I do not believe so. 

Mr. Knox. Now, you are talking about appliances ¢ 

Mr. Rapin. Yes. 

Mr. Kwox. The different uses you can put power to do for the indi- 
vidual which will take away a lot of hand labor or whatever it h: appens 

tobe. Ithink you should be fair and say “Yes.” I think you do derive 
some benefit from the advertising the private companies put out, 
because power is power, regardless of where you receive it. 

Mr. Rapry. I think the reason why 1 could not say an unqualified 
“Yes,” Mr. Knox, is this: The private companies generally advertise 
in their own service areas, and the publicly owned systems advertise 
in — own Service areas. 

[ do not think the consumers in a service area covered by a publicly 
owned system would necessarily see a newspaper where an ad had been 
placed by a privately owned company because they only place their 
ads, generally, in the cities which they serve. 

Mr. Knox. How local is the Saturd: ay Evening Post? 

Mr. Raprn. I think you will find that the private power companies 
advertisements in the Saturday Evening Post by and large are con- 
lined to issue between public and private power. I do not recall seeing 
wnv, or very, very few, of their advertisements in the Saturday Eve- 
ning Post other than those which I have mentioned. 

There are some appliance manufacturers that advertise in the Sat- 
urday Evening Post and other magazines, like General Electric and 
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Westinghouse, and companies of that type, but utility companies 
which sell electric power, 1 think, do not advertise extensively iu 
national magazines for the sale of electricity. I am subject to correc 
tion, but I do not recall havi ing seen any such advertisements. 

Mr. Knox. Are you familiar with the magazine Better Homes and 
Gardens / 

Mr. Rapin. I do not think I have seen very many issues of that. 

Mr. Knox. That is a very popular magazine, and it is read widel 
by the women of our Nation. 

Mr. Ravin. Yes, sur, 

Mr. Knox. They do have a terrific amount of advertising, but I just 
referred to the Sx aturday Kvening Post as one of the major magazines 
which is published inthe Nation. 

Mr. Rapwin. I would not say, sir, that they do not have that type of 
advertising, but I am more familiar with their advertising based 
upon the issue of public and private power, rather than advertising 
based on the sale of appliances. 

Mr. Knox. You are some on at reluctant to say that you receive an\ 
benefit from the advertising | 'y private companies / 

Mr. Rapin. I think that is a correct statement, sir. 

Mr. Knox, Teannot agree with you. 

Mr. Rapin. I am not ruling out the possibility, but I am not pei 
sonally familiar with their advertising of that nature in nation 
magazines. It may exist, but Lam not familiar with it. 

Mr. Austin. Is it not also true that the advertising which is pro 
moted by the private companies is a deductible item from the Feder: 
income tax; Whereas, the municipally owned utilities do not have 
Iederal income tax to pry f 

Mr. Rapin. Yes, sir; that is correct. 

Mr. Austin, So would there not be more incentive for the privat 
com 2 ies to advertise than there would be for the publicly owned 
utilities to advertise ¢ 

-, Rapwin. Well, it is an operating expense to that extent. Ad 
vertising is deductible, I believe. 

Mr. Austin. | believe it is. ; 

Mr. Rapwinx. Yes; as an operating expense. 

Mr. Ausrin. May Lask, Mr. Radin, if you saw an ad which appeare: 
last week in some of these publications—I have forgotten whether I saw 
it in Colhier’s or the Saturday Evening Post- which portrayed a ver, 
attractive baby being led by a finger, “and the rest of the person was 
not shown. However, underneath the picture of the baby were thes 
words : 

“Whose power bill will he be paying?” and then in the fine print 
there was something to the effect that all adults who were reading 
this now are paying the power bills of people who live in areas fay 
ored by Federal power and that we are building more and more 
Federal power projects and we just wonder whose bill this guy wil 
be paying when he grows up. 

Did you see that ¢ 

Mr. Rapry. No,sir; I do not recall seeing that. 

Mr. Knox. I have been paying some of those bills, Mr. Radin. | 
just wondered if you thought, Mr. Radin, that ads such as this on 
which was sponsored by one of the electric company organizations 
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were contributing to the usage of power by people on the public power 
systems ¢ 

Mr. Rapin. 1 do not see how they could. 

Mr. Austin. This ad I am speaking of is usually referred to as an 
institutional ad by the electrical industry. 

Is that one of the items which would be reflected in their costs such 
as you mentioned here on the part of advertising ! 

Mr. Rapin. That is correct. That is the type of ad 1 had in mind in 
my discussion with Mr. Knox. Jam not familiar with this speciiic ad, 
however. 

Mr. Knox. You did not care to go into the different phases of ad- 
vertising ; is that it 4 

Mr. Rapin. Frankly, Mr. Knox, I have not seen them. J will admit 
that my interest in that type of ad is greater than in the other type 
of ad. 

Mr. Knox. I understand that. 

Mr. Austin. In the discussion this norning you ment oned Hells 
Canyon just briefly, and 1 suppose you are fi amiliar with the decision 
banded down the other day. 1 am reading from page 17 of the deci- 


sion to have the Idaho Power Co. to build those dams. It says this: 
However, under existing law these public purposes— 

referring to the public benefits as a result of the building of the dams 

themselves- 

Will be realized without expense to the United States to the extent that the 


projects are constructed by a non-Federal entity. 


] I 


Of course, that decision was in favor of the Idaho Power Co. Are 
you familiar with the Idaho Power Co.'s applications for accelerated 
tax amortization in connection with the Hells Canyon dams? 

Mr. Rapin. My recollection is that the ldaho Power Co. has re 
quested accelerated tax amortization ceriificates for two of those dam 

Mr. At STIN. In other words, they are still looking for some Federa a] 
help. In spite of their being u private concern, there will be Fede 
tux help in the building of those dams / 

Mr. - ,DIN. If the certificates are granted, that is the case: yes. 

Mr. Jonas. May 1 ask a question there so as to clear my own think 
ing ¢ There is a lot of discussion in the press, in Congress and else 
where, about these aceclerated amortization pli uns. <As I unde rstand 
what is involved, a company building a plant is permitted to depreciate 
it over a period of 5 years instead of over a period of 20 years. 

Mr. Rapin. Or whatever the period is. 

Mr. Jonas. Or whatever the period is. 

Mr. Rapin. Yes, sir: that is correct. 

Mr. Jonas. That will be of considerable benefit to the taxpayer 
during the 5-year period, but will it not result to his great disadvantage 
be yond the 5-year period, because he will not have anything to deduct 
he will have to pay an income tax on total earnings then, will he not / 

Mr. Rapin. No, sir. The reason is this. When this matter was 
argued before the Federal Power Commission as to the manner i 
which the accounting of those tax amortization certificates would be 
handled- 

Mr. Jonas. I was not referring to this particular case: | was just 
speaking generally. 
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Mr. Rapty. That is what I am speaking of—the Federal Power 
Commission’s hearing on the accelerated tax amortization certificates— 
they adopted a ruling about the accounting which a company should 
follow in connection with its receipt of those certificates. And in 
connection with that hearing, the companies came before the Com- 
mission and asked that the accounting be handled in this manner: 
They said they would like to have a—tI think they called it—normal- 
izing of their profits. They would like to continue their rates at the 
present level and whatever advantage they accrued from this larger 
depreciation deduction they wanted to set aside in a separate account 
to pay for those higher rates of tax that would accrue at the end of 
the period. Now the subsidy which I referred to came in this manner: 
the companies take this money and there is nothing to prevent them- 
in fact, I am sure they use it in this manner—they use it to reinvest in 
new facilities, so that the Federal Power Commission itself refererd 
to this as having the precise effect—I think this is their language 
the precise effect of an interest-free loan. The advantage they get from 
having this interest-free money over the period of depreciation repre- 
sents a subsidy from these tax-amortization certificates. 

Mr. Jonas. | just fail to get excited about it myself, because I use 
the illustration of a man who buys a truck or piece of machinery. If 
it has a useful life of 10 years and he depreciates it one- tenth each 
year, he will finally run out of deprecistion in 10 years. 

Mr. Rapin. Yes, sir. 

Mr. Jonas. But if he depreciates it over a period of 5 years, he will 
run out of depreciation advantages at the end of the fifth year, and for 
the second 5-year period won't have any chargeoff at all and will have 
to pay the full income tax on his income from that truck or piece of 
machinery. 

Mr. Raptr. That is right. The difference here is that in the case 
of companies they are allowed to retain this surplus they accumulate 
in the first 5 years and use that for reinvestment and if you take all 
of the benefits they receive from that in terms of compounded interest, 
it amounts up to a rather large sum of money, I am sure. 

Mr. Cruvnorr. I sometimes think about the point you raise, Mr. 
Jonas, and I sometimes wonder how much advantage there really is, 
but everybody is running down here to Washington to get some; so 
that there must be something to it. 

Mr. Jonas. I think one reason for that is that it is an immediate 
advants age th: at they see in the next 5 years. 

Mr. Cuuporr. They sometimes say, “Well, we are going to have 5 
good years; we do not know what is going to happen beyond that. 
We might as well take advantage of it now.” They have everything 
to gain and nothing to lose. 

Mr. Jonas. Not “only that, but in many cases they have to borrow 
money and if they can recover it in 5 years through depreciation, the 
rest of the time it is a speculation. 

Mr. Rapry. It depends also on the level of the income tax at the 
conclusion of the 5-year period. They may gain from these certifi- 
cates if the tax is lower at the end of the per iod than the rates duri ing 
the 5-year perfod. 

Mr. Jonas. Although in the end he is relieved of the depreciation. 

Mr. Cruporr. | might say I am a member of a subcommittee that 
the Secretary of the Tre: asury was before, and he was speaking in 
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favor of discontinuing the tax-amortization plan as soon as possible. 
So evidently the administration is against it, too. 

Mr. Jonas. I think that is right. I think it has been carried to ex- 
cess. I think the w hole system ought to be revised. However, I am 
satisfied if you take a piece of textile machinery and put it in a plant 
and you have a depreciation period, say, of 20 years, once you turn 
the power into that machinery and turn it over one time, it is second- 
hand machinery and has lost more than one-twentieth of its value. 
The same way with an automobile; you buy a new car and drive it 
around the block and it is a secondhand car. 

Mr. Cuvuporr. I think the original theory in setting up the tax- 
amortization plan was this: they were trying to get industry to build 
new plants during the war and to give them an opportunity to write 
off the cost of those plants and make high profits as a result of war- 
time production. In order to do that, they said “If you will build a 
new plant, we will let you write it off in 5 years,” and without ine 
able to write it off in the 5 years by taking advantage of the tax redue- 
tion, they might not have had use for the plant after the war was 
over. I think that is the way it started. 

Of course people are still asking for it, so I think it must be their 
choice. 

Mr. Austin. You mentioned there was an element of gambling in 
that the income tax may be lower than the present tax. I think that 
is even a better looking gamble. 

Mr. Rapry. I think so, too. 

Mr. Austin. You mentioned this morning about new starts for 
Federal power projects. Were there any of those new starts requested 
in the Presidential budget this year? 

Mr. Rapin. I believe in my testimony I referred specifically to 
the Northwest and I am quite sure there were no new starts requested 
in the budget this year for the Pacific Northwest. And I have no 
recollection of any new starts in any other section of the country re- 
quested in the Presidential budget, or even requested anywhere. 

Mr. Austin. How did it come about, then, there were those new 
starts actually made? 

Mr. Rapin. They were put in on the initiative of the Congress itself. 

Mr. Austin. It is getting a little late and I know the committee 
members are anxious to go, but I wonder if you could say just a word 
about the general part municipalities take in the business of rendering 
community services which they extend. Do municipalities extend any 
other business or service to their inhabitants than electric ity ? 

Mr. Rapin. Other than incidental to the electric system ? 

Mr. Austin. Are the municipalities in any other business than that 
of supplying electricity? Of course, I am thinking of water and 
gas. 

Mr. Rapin. I see what you mean. Yes; municipalities, of course, 
supply water. And in that respect, I think about 85 percent of the 
water systems in this county are municipally owned, so that it is very 
common for the mpnieipe nin to provide water service to their 
citizens. And, as I said this morning, there is nothing new about 
municipalities providing electric power to their citizens. That has 
been the case since the very beginning of central station electric service 
in 1882; so that there is nothing unusual or radical about it. 
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Mr. Austin. What about water supply systems‘ Has there been a 
change from private ownership to public ownership or was it started 
as public ownership in the water systems pretty much 

Mr. Rapry. I think at one time there was a large percentage of the 
water systems under private ownership and gradu: ally the communities 
bought out those privately owned water systems until the preponder- 
ance of munic oe ilities today have their own water systems. 

Mr. Austin. £ would like to close my part of the hearing by asking 
you, in your own opinion do you think these municipal electric systems 
are a menace, as socialism, to the investor-owned electric utilities in the 
mae 

Mr. Rapin. I do not think so. The electric companies today are 
prospering at a rate unprecedented in their history. 1 do not see that 
they are menaced by these municipally owned electric systems. 

Mr. Austin. What percentage of the total electric distribution to 
consumers—residential consumers—is handled by private-owned and 
by public-owned systems ¢ 

Mr. Rapin. Less than 15 percent of the electric customers of the 
country that are served by local publicly owned electric systems. 

Mr. Cuuporr. | just want to ask one question. Is it not true, if 
for no other reason at all, that municipally owned electrical systems 
are necessary to provide a yardstick for rates? In other words, if the 
entire Nation was served by private power companies, they prot bably 
could get a higher rate than they are now getting, because of the fact 
there would be no competition between munic Ipally owne re compar 
and the private companies. And it acts as a brake or steadying in- 
fluence on the ratemaking bodies if municipally owned companies can 
supply electric current at a certain rate and they certainly will not let 
the private companies run away with high rates charged to the con- 
sumers. Is not that true? 

Mr. Rapin. That is entirely true. The greatest benefit of the 
municipally owned systems is in providing a competitive element in 
the electric business of this country. ‘The regulatory commissions 
| think it is a fair statement to make, do not adequately provide that 
service to the electric consumer. 

Mr. Cuuporr. Do you have any further questions, Mr. Knox? 

Mr. Knox. No, 1 do not believe | have any further questions. 1 do 
desire to make a statement. I in no way oppose ts nicipally owned 
powerplants. I believe the people should have that opportunity to 
provide for themselves. What I do oppose is the spending by the 
Federal Government for these huge hydroelectric powerpl: ints to be 
in direct competition with private capital, when private capit tal is 
willing to go into the field and develop power without using the 
taxpayers’ dollars. There cannot be a distribution of the so-called 
public power by the hydroelectric plants to al! of the people of this 
Nation; therefore, there is a certain sezment of the United States that 
is making contribution to the other segment without receiving any 
direct benefits from it. 

{ think that was borne out here today when you said, Mr. Radin, that 
there was no interest charged on the money that the Government 
loaned for the construction of these powerplants. Now the munic 
ipally owned plants are in their own confines and they are servicing 
the people of the particular municipality and I have no objection to 
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it if those people want to have that type of service—none at all. What 

I do object to is taxing the people whom I repreesnt in an area that 
an not have public power and giving cheap rates to people down in 
the TVA area, or up in the Northwest section. That is my objection 
to it . but I have no objection to municipally owned plants at all. 

Mr. ( ‘HupoFF. Do vou have any questions, Mr. Jonas ¢ 

Mr. Jonas. I believe not. 

Mr. Cuvporr. I have no further questions. But I want to take this 
opportunity to thank you, Mr. Radin, for your coming here and the 
tine enlightening statement and contributions you have made toward 
the study this committee is making of the power problem. We are 
now going to adjourn the meeting 

Mr. JONAS. Be for ‘e you do that. I want to ask you something. 

Mr. Crvuporr. We are going into the field and for the benefit of 
the press and eve rvbody else who is interested, I am voing to vive a 
schedule of the hearings. 

We are going to hold hearing in Springfield, Mo., covering the 
southwestern power area on Tuesday, August ov) and Wednesday, 
(ugust 31; in Atlanta, Ga., covering the southeastern power area, on 
Friday, Septe mber 2: in the western are 1, at Denver, Colo., on Wed 
nesday, September 7; at Idaho Falls, Idaho, on Thusday, September 
‘ and F riday, a 9: for the Pacific coast area at San Fran- 
cisco, Calif., on Monday, September 12, Tuesday, September 13 ; un id 
Wednesday, September 14, after which we will come back to Wa 
Ington and hear representatives of the Department of the fhenlen: 

Mr. Jonas. You mean in September? 

Mr. Cuvporr. No, probably not until January. But we will not 
close these hearings until the Interior Department has an camel 
and we will have them some time later on—I do not know exactly 
when—some time mutually satisfactory to the committee. 

Mr. Raptx. I would like before you « lose, Mr. Chairman, to thank 
vou and the other members of the committee for your very patient 
hearing of my rather lengthy statement and I appreciate very much 
the attention you have given. 

Mr. Jonas. I have enjoyed talking with you. If we had a few 
hours more, there are some other things I would like to explore in your 
statement, 

Mr. Cnuuporr. Did you want to make a statement ? 

Mr. Jonas. No, but in view of the newspaper comment and the 

caggerated statements about the number of the Jensen pamph lets 

at were published, I just wonder if you do not pl in to put into the 

‘cord the letter you got from the lawyers, of which I received a copy ? 

ie CueuvorFr. I want to Say thi Ss. that you received ; L COPY, but I 
have not got the original. 

(Discussion off the record.) 

Mr. Cuvuporr. Mr. Jonas, when I receive that letter, I will turn it 
over and make it a part of the record. 

Mor. Jonas. I think since a lot has been said about it and, as a matter 
of fact, some members of the press who are here today have asked me 
about it and I did not show them the letter. because I wanted to ask 
vou about it, it might be well to read it. 

Mr. Cucporr. Let me see the letter. [ After examinin r. | It show 


that every member of the subcommittee was sent a copy. W il] rea | 
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it into the record. We certainly have nothing to hide in this. The 
reason I am reading it into the record is because the newspapers might 
want to hear it. 

It is a letter from Spencer, Fane, Britt & Browne, a law firm at 
2000 Power & Light Building, Kansas City, Mo. 

(The letter referred to its as follows :) 


SpeNcer, Fang, Britt & BROWNE, 
Kansas City, Mo., August 2, 1955. 
Hon. EarRL CHUDOFF, 
Chairman, Subcommittee on Public Works and Resources, 
Committee on Government Operations, 
House of Representatives, House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN CHUpOFF: I am advised that your subcommittee desires 
information concerning the reprinting of a statement made by Congressman 
Ben Jensen and reported at pages 866-876 of the May 19, 1955, transcript of 
hearings before the Subcommittee on Public Works Appropriations (Central 
Section) of the Committee on Appropriations, House of Representatives, 84th 
Congress, Ist session. 

Please be advised that during the forenoon of June 11, 1955, several. of the 
representatives of the electric companies in the Southwest, after numerous 
telephone conferences, agreed that as a means of informing the electric utility 
industry of the problems in the Southwest area reprints of Congressman Jen 
sen’s statement should be distributed to the executives of the electric utility 
companies throughout the United States then gathering in Los Angeles, Calif., 
for the convention of the Edison Electric Institute during the week of June 12, 
1955. Although such statement was a public record and perhaps no permission 
to reprint was required, it was suggested that as a matter of courtesy the electric 
companies should seek Congressman Jensen’s permission. 

sefore being notified that Congressman Jensen had given his permission to 
make reprints of his statement, I, on behalf of the electric companies in the 
Southwest, made tentative arrangements with Smith-Grieves Co., printers, ot 
Kansas City, Mo., for 1,200 reprints of Congressman Jensen’s statement, at a total 
printing cost of $600. During the afternoon of June 11, 1955, I was advised by 
other representatives of the electric companies in the Southwest that Congress 
man Jensen had been called, that he was agreeable to having the electric com 
panies make such reprints, and that he would like to have copies for his personal 
use to deliver to Members of the House of Representatives. I then telephoned 
Smith-Grieves Co. and increased the number of reprints from 1,200 to 2,000, at 
a total printing cost of not to exceed $650, and directed Smith-Grieves Co. to 
forward the reprints as follows: 

(a) 500 to Frank M. Wilkes, Biltmore Hotel, Los Angeles, Calif., for distribu- 
tion to executives of the electric utility industry attending the EEI convention; 

(6) 50 to Arthur Barnett, Biltmore Hotel, Los Angeles, Calif., for distribution 
to the members of the board of directors of the National Association of Electric 
Companies meeting at Los Angeles; 

(c) 100 to Southwest Power Pool, Pyramid Building, Little Rock, Ark., for 
distribution to electric companies in the Southwest: 

(d) 1,200 to Robert G. Litschert, Ring Building, Washington, D. C., in part 
for redelivery to Congressman Jensen and in part for distribution to electric 
companies other than those in the Southwest; and 

(e) 150 to Arthur J. Doyle, 2000 Power & Light Building, Kansas City, Mo., to 
be reserved for future use. 

Total, 2,000. 

The statement received from Smith-Grieves Co. was in the amount of $695.92, 
which included $45.98 air freight and postage. By agreement, the total cost of 
$695.98 was allocated to 14 companies in the Southwest area on the basis of gross 
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electric revenues for the year ended December 31, 1954, with a maximum limita- 
tion on the electric revenues of Union Electric Company of Missouri, as fullows: 


Electric company : Pro rata share 
Arkansas-Missouri Power Co., Blytheville, Ark S83 
Arkansas Power & Light Co., Little Rock, Ark 93. 70 
Central Louisiana Electric Co., Alexandria, La 18. 54 
Empire District Electric Co., Joplin, Mo 22. 25 
Gulf States Utilities Co., Beaumont, Tex__.._.____----_____________ 92. 96 
Kansas City Power & Light Co., Kansas City, Mo 92. 21 
Louisiana Power & Light Co., New Orleans, La_......-____-____-_- - 50.70 
Missouri Power & Light Co., Jefferson City, Mo 18. 38 
Missouri Public Service Co., Warrensburg, Mo 17. 91 
Missouri Utilities Co., Cape Girardeau, Mo 6. 57 
Oklahoma Gas & Electric Co., Oklahoma City, Okla 88. 11 
St. Joseph Light & Power Co., St. Joseph, Mo 12. 26 
Southwestern Gas & Electric Co., Shreveport, I 55. 8h 
Union Electric Company of Missouri, St. Louis, Mo . 68 


Total 695. 9S 


Each company was requested to make its check payable to Smith-Grieves, 
printers, and to deliver its check to me. On July 11, 1955, I transmitted to 
Smith-Grieves Co. 12 separate checks which I had received from the above- 
named companies, except Gulf States Utilities Co. and Louisiana Power & Light 
Co. On July 22, 1955, I transmitted by separate letter the check of Gulf States 
Utilities Co. To date I have not received the check of Louisiana Power & 
Light Co. 

During the latter part of July, Smith-Grieves Co. advised me that they had 
overrun the 2,000 copies which we had ordered, and inquired what they shouid 
do with the 270 excess copies which they had. At my request they delivered 
them to me at my office. 

Should your subcommittee desire any further or additional information con- 
cerning the reprints of Congressman Jensen’s statement, I will be happy to 
cooperate with your subcommittee in securing such information. 

Very truly yours, 
(Signed) ArTHuR J. DoyYLe. 


Mr. Cuvuporr. The committee will now stand adjourned. 


Froop Controt AcT OF DECEMBER 22, 1944 


As reported by the House Committee on Flood Control (Rept. No. 1309), H. R. 
4485 was a bill authorizing the construction of certain public works on rivers 
and harbors for flood control. There was no provision in the bill dealing with 
the generation or distribution of hydroelectric energy. 

In the report made by the Senate Committee on Commerce (Rept. No. 1030) 
on June 22, 1944, to accompany H. R. 4485, there was offered amendment No. 6, 
which was a new section, and read as follows : 

“Electric power and energy generated at reservoir projects under the control 
of the War Department and in the opinion of the Secretary of War not required 
in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such manner 
as to encourage the most widespread use thereof at the lowest possible rates to 
consumers consistent with sound business principles, the rate schedules to become 
effective upon confirmation and approval by the Federal Power Commission. 
Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives. The Secretary of the Interior is authorized to construct and 
acquire only such transmission lines and related facilities as may be necessary 
in order to make the power and energy generated at siid projects available 
in wholesale quantities for sale on fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, cooperatives, and 
privately owned companies.” 

Senator Overton (Louisiana) who made the aforenoted report, made the fol- 
lowing statement concerning amendment No. 6: 

“Existing authority for flood-control projects and the authority contemplated 
in H. R. 4485 provides for a number of multiple-purpose dam and reservoir projects 
where large blocks of hydroelectric power will be produced but there is at the 
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present time no general law governing the sale and distribution of power gen- 
erated at projects under the control of the War Department. In order to attain 
the greatest benefit to the general public from this hydroelectric power, the time 
has come to place by law the responsibility for disposal of such power in an 
existing Federal agency. In the Bonneville Power Administration Act and the 
Fort Peck Power Administration Act, Congress has authorized the Secretary of 
the Interior to dispose of the power generated at the Bonneville and Fort Peck 
projects. More recently, under Executive Order No. 9366, the Secretary of the 
Interior has been made responsible for the disposal of power from the Denison 
and Norfork projects.” 

Senator Bailey (North Carolina) offered as a committee amendment, on the 
floor of the Senate the following: 

“The sale of such electric power as may be generated at reservoir projects 
shall be made at the point of production, without special privilege or discrimi- 
nation, so as to provide for the complete coordination of such power and energy 
with other power developments, both private and public, in the area contiguous 
with such projects. It shall be stipulated in connection with any sale that any 
and all savings realized by the purchasers shall be passed on under Federal 
regulation where no State regulation exists, to the consuming public: Provided, 
That unless 90 percent of the firm power produced at such projects shall be 
demanded or purchased within 3 years after completion of construction of such 
projects, the Secretary of the Interior is authorized to construct transmission 
lines for the purpose of selling such power at wholesale.” 

The Senate rejected the amendment proposed by Senator Bailey and voted 
instead the proposal as contained in amendment No. 6 of the Senate Committee 
on Commerce, 

During the course of the debate in the Senate mention was made on several 
occasions that there was under consideration a “national policy” with reference 
to power.’ The majority of the Senate were of the view that the Bailey amend- 
ment would prevent the inanguration of public power distribution at almost any 
place where it did not already exist and would also militate against the expan- 
sion of rural electrification cooperatives into sections where they did not pres- 
ently exist. 

Another factor which weighed heavily in the decision of the Senate, was the 
recitation by Senator Hill (Alabama) of the experience of the Government with 
the power developed at Muscle Shoals, prior to TVA, wherein the power company 
was able to purchase the energy “for a song,’ simply because no one could build 
a transmission line and compete with the private power company for the purchase 
of power. 

Previously (p. 8321) Senator Hill related the power was sold to the power 
company at 2 mills a kilowatt-hour by the Government, and the power company 
charged the consuming public 5 to 7 cents a kilowatt-hour. It was stated that 
the Government had to take what the company offered or permit the power to go 
to waste, with consequent loss to the Government. 

According to Senator Overton (Louisiana) the so-called Bailey amendment 

arose from the following circumstances: When the matter first came before the 
Committee on Commerce it came by way of an amendment suggested by the Sec- 
retary of the Interior, which was similar to the amendment suggested by Sena- 
tor Bailey with the exception of the concluding sentence of the Bailey amend- 
ment (i. e., construction or acquiring of transmission lines and facilities). <A 
Similar proposal had been made by the Secretary of the Interior to the river 
and harbor bill. Tlowever, the Committee on Commerce inserted in the river and 
harbor bill, in lieu of what the Secretary of Interior had recommended, the 
following : 
“Provided, That the Secretary of the Interior is not authorized to construct or 
acquire transmission lines in competition, direct or indirect, with any existing 
company operating transmssion lines for the sale of electric power, except as 
otherwise authorized by other sections of this act relating to Umatilla Dam and 
the Snake River project.” 

The river and harbor bill was first acted upon by the committee and reported 
to the Senate. Thereafter, the Secretary of the Interior objected very strenu- 


1Senator Aiken (Vermont), p. 8232; Senator McClellan (Arkansas), p. 8253; Senator 
Wheeler (Montana), p. 8253: Senator Barkley (Kentucky), p. 8315 ; Senator Bailey (North 
Carolina), p. 8315: Senator Ellender (Louisiana), p. 8321; Senator La Follette (Wisconsin), 
p. 8367; Representative Jenkins (Ohio), p. 9286; Representative May (Kentucky), p. 9287, 
90 Congressional Record. 

2 P. 8331, 90 Congressional Record. 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


TUESDAY, AUGUST 30, 1955 


Houser or REPRESENTATIVES, 
SvuBCOMMITTEE ON Pusiic Works AnD RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Springfield, Mo. 

The subcommittee met, pursuant to notice, at 10 a. m., in the council 
chambers of city hall, Springfield, Mo., Representative Earl Chudoff 
(chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff, and Jonas. 

Also present: H. Vance Austin, subcommittee associate counsel, 
James Lanigan, subcommittee counsel, and Arthur Perlman, subcom- 
mittee staff director. 

Mr. Cuvuvorr. The subcommittee will be in order. 

I want to say to the gentlemen of the press and the photographers 
here that we have no objection to pictures, providing they are taken 
before the testimony starts and during the recess and after we adjourn. 
We don’t want to be interrupted with flashlight bulbs while the wit- 
ness is testifying. 

On behalf of the subcommittee I want to take the opportunity of 
thanking you for inviting us to Springfield for these hearings. 

You probably have read a lot in the press about congressional in- 
vestigating committees. As a result of some of the commentators 
many people are afraid to appear before congressional committees. 
Many people feel that we are an association of bogeymen trying to 
get evidence to put Americans in jail. 

That is not our purpose in being here. We are here because we 
need the information to know whether or not the laws we have passed 
are being lived up to and whether or not new laws are needed and 
whether old laws need correcting. Complaints have reached us that 
agencies of the Federal Government charged with sale of federally 
generated electric power are not selling that power according to the 
sections of the law that are usually referred to as preference laws. 

These laws provide generally that public bodies, municipal electric 
systems, and REA-financed cooperatives shall have first call on the 
power. 

We have already heard from several witnesses about some of the 
events that have taken place here in the Southwest. Dr. Henry Bla- 
lock described the general technical problems encountered by the gen- 
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erating and transmission cooperatives in trying to integrate thei 
systems with that of SPA both before and after the deactivation of the 
contracts. I want all of you to tell the subcommittee just how each 
of your groups have fare .d in its relations with the Department of the 
Interior, because we want you, and other preference customers like 
you all over the country, to obtain your rightful share of the power 
developed from the water resources of this Nation from public funds. 

Mr. Elbert Karns has told us something of the trials and tribula- 
tions of western farmers in its negotiations with SPA and the private 
utilities. He will now —_— his testimony. 

Mr. Jonas. Mr. Chairman, before you do that, don’t you think we 
ought to let the record show our appreciation to the city of Spring 
field 2 

Mr, Cuuporr. Thank you, Mr, Jonas. The usual procedure is to 
thank the city of Springfield right before we leave, but if you want to 
thank them now, why I want to say to the city manager and members 
of the council of the city of Springfield we certainly appreciate the 
fact that you have let us use your city hall facilities. It is wonderful 
to be able to come here to an air-conditioned courtroom to have these 
hearings. I can assure you that it is very difficult to operate in the 
extreme heat when we don’t have air-c onditioning, so I want to thank 
you and we will probably thank you again before we leave. 

Now I want to say this for the record too. This is a nonpartisa: 
bipartisan hearing. Mr, Jonas is a Republican and I am a Democrat. 
We realize that there are power problems. We realize that there are 
two schools of thought concerning public versus private power. 

We are here not to embarrass anybody. We are here to listen and 
we want to get the facts. We feel that after we have heard the facts, 
we will be able to make recommendation to the Congress as to how this 
problem shall be coped with. 

Now, will Mr. Karns take the witness chair, please. 

Mr. Austin. Mr. Chairman, Mr. Karns apparently has not come 
in. He is expected momentarily, but may we ask the Oklahoma 
group to which Mr, Karns belongs, to go ahead with their testimony, 
in that Mr. Karns will be followed by these other people immediately. 
May I ask Mr. Floyd Gibson, who is the manager of the Oklahoma 
Statewide REA Association to present the Oklahoma witnesses, and 
I believe he has a list of them for us, sir. 

Mr. Cuvporr. Mr. Austin, we are going to be here 2 days, and cer- 
tainly we cannot hear everybody that wants to be heard, but we would 
like to hear the problems of the Oklahoma group, the Missouri group, 
and the Arkansas group, if possible. I would like those of you who 
are together with one problem to designate a speaker on your behalf 
because we are going to have some questions to ask you after you are 
through and we have to get out of here tomorrow night regardless 
of where we are with these hearings. 

I want to ask my colleague on the subcommittee and Mr. Austin to 
please not interrupt a witness for questioning until he has completed 
his opening statement. 
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STATEMENT OF FLOYD GIBSON, MANAGER, OKLAHOMA STATE- 
WIDE ELECTRIC COOPERATIVE, OKLAHOMA CITY, OKLA. 


Mr. Gipson. Mr. Chairman and gentlemen of the committee, I am 
Kloyd Gibson, manager of the Oklahoma Statewide Electric Co- 
operative. We appreciate the opportunity to appear before your 
committee. 

Mr. Cuuporr. Can I interrupt you at that point? I wonder if you 
would care to sit down at the center of the table and speak into that 
microphone. I think the people will be able to hear you better who 
are in the room. Some people have difficulty talking when they are 
sitting down, but you don’t have to worry about that. Just relax. 

Mr. Gisson. In Oklahoma we have, gentlemen, I would say, three 
segments of the electrical industry which are vitally interested in 
the distribution of the Government power available, three distinct 
segments, and they are with us today. 

First I would like to call upon Mr. James B. Davidson of Tulsa, 
who will discuss the situation as regards the preferred municipal 
customers of SPA, the Southwestern Power Administration in 
Oklahoma and Arkansas. Mr. Davidson. 


STATEMENT OF JAMES B. DAVIDSON, ATTORNEY FOR THE CITY 
OF SKIATOOK, OKLA. 


Mr. Davinson. Congressman Chudofl, Congressman Jonas, | 
really would rather be talking to you gentlemen this morning about 
the tootball games that our various States will be playing in a few 
weeks, Oklahoma and North Carolina and Oklahoma and Pittsburgh, 
but we hve a little more important business to take care of this 
morning. 

I represent the Oklahoma Municipal Power Users Association. 

That is an association of all of the towns in Oklahoma that use the 
ehaehale power eventually from SPA, maybe either direct connection 
or through the company contract in Oklahoma. Those towns are 
Skiatook, Purcell, Anadarko, Goltry, Ryan, Eldorado, Lexington, 
Spiro, Crescent, Granite, Wetumka, Yale, Hominy, and Clarksville, 
Ark. 

Clarksville, Ark., is included in our group inasmuch as they are 
the only municipality in Arkansas using power through the Okla- 
homa company's contract with SPA. 

Gentlemen, [ think that it is important to delve just briefly into 
the background of the municipal’s problem with respect to power. 
The tax structure in the State of Oklahoma and the constitution of 
the State of Oklahoma is very limited so far as the financing of 
municipalities is concerned. We have no authority for actual direct 
taxes such as income taxes. We have very little income from ad 
valorem taxation, the municipalities for all practical purposes being 
the closest form of government to the people, and in a lot of ways 

furnishing the largest share of government, or at least the most 
mmediate share of government to the people through the police and 
the fire departments, and usually the water department and, in the 
case of the towns that I represent, the electric departme nt. 

It is almost an unanswe1 bey question In Oklahoma. If it weren’t 
for the water systems in Oklahoma, they just couldn't exist. We 
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couldn’t have police departments. We couldn’t have fire depart- 
ments. The problems have become worse in the last few years because 
of the rising cost of employment of those people. 

Many of ‘the towns, if they didn’t have their electrical distribution 
systems, couldn’t exist and furnish the people any share, any sub- 
stantial share, of the services to which they are entitled, unless they 
had their electric distribution systems. Many of these towns for 
many years have either owned their own plants or owned their own 
distribution systems. 

When with the advent of SPA we were contacted by the SPA, 
we were encouraged by the SPA that they had the power to sell us, 
it was very reasonable power and we went to the SPA contr: ct. 
Many of our communities abandoned existing generating equip- 
ment that was difficult to operate on a small scale ‘and uneconomical 
to operate on a small scale, as it is in most of these towns. 

Those facilities are now either gone or in such repair that they 
are not usable. Others of the community, like Skiatook which I repre- 
sent directly, had fights ranging—we had a fight of about 8 years 
with one of the private utility companies down there, and we had a 
most unhealthy type of an attitude taken by the private utility in those 
fights. We felt that they were unfair, that they were delaying tactics. 

I guess we had 6 or 7 cases in the supreme court of Oklahoma, 1 in 
the Supr eme Court of the United States, and a myriad of cases in 
the district courts in Tulsa and Osage Counties. We were put to, 
I don’t know how many, elections during that period of time that we 
had to fight with all of our vigor, the people in the town of Skiatook. 

This company brought in outsiders from its system all over the 
State to work in the elections there. Those people were being paid 
out of rates that the electric company was charging for the people i in 
Oklahoma in the various sections. ‘They can cone entrate a large or- 
ganization against one town, and one by one they can defeat us. 

It was a miracle that we won out in Skiatook. But we finally did. 
We bought the system after we were about 40 percent completed in a 
contract we had already let to build a new system. Then they de- 
cided to negotiate with us and we purchased their system. But it is 
difficult for us in that circumstance to deal with the private utilities. 

Another question that is difficult for us, the municipals who own 
their system, is that in Oklahoma our corporation commission whicli 

regulates the rates that are charged for the retail customers of the 
pr ivate utilities, that rate is regulated by the corporation commission. 
The wholesale rate, even though the companies do have various sched 
ules, under the law it is our opinion that they have no effect. 

In other words, the municipalities dealing as a wholesale customer 
of the private utility is not protected under the laws of the State of 
Oklahoma so far as the control of rates. We are at their mercy. 

That has been evident to us inasmuch as different types of con- 
tracts have been offered in different instances, it seems the more pres- 
sure that can be brought to bear, the better the contract you can get. 

Now we come down to the problems that we have been having |: ately. 
I merely give you that asa little bit of background. 

We signed contracts, most of these towns, anywhere from 3 to 5 
years ago, and in the spring of 1954 we were given notice by SPA 
that they would not be able to meet our power needs over our contract 
demands. 





er 


of 


n- 
1S 
et. 


ro 
PA 
ct 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 235 


Now gentlemen, the power requirements of these municipalities has 
grown as the power requirements of most all cities and electric cus- 
tomers in the past few years have grown. We may have a 10 to 30 
percent increase in a year’s time. 

The people in these towns, we have no way of limiting the amount 
of increase, and we feel that we should be entitled to our fair share 
of power that is available from the Government through SPA, and 
that it shouldn’t be siphoned off to the private utilities who are not 
preference customers. 

Of course municipalities, along with the co-ops and Government 
installations, are the three priority customers or priority classifications 
for the use of the public power. 

We worked through, last summer, even though they gave us the 
notice at that time that they didn’t have the power; as a matter of fact 
they must have had it because they furnished it to us. 

Again this spring we got similar notices, and this time it was on 
a little bit different basis. They told us that the honeymoon was 
over and that we just flatly weren’t going to have any more power; 
that if we exceeded our contract demands, we would be shut off. 

We, of course, were alarmed. We did everything we could. We 
talked with the private utilities in Oklahoma and we talked with the 
cooperatives and we assisted in the program of reactivating the G. and 
T. contracts so that there would be a greater amount of firm power 
available for sale by SPA. 

We feel that those contracts, when they are eventually put into 
effect so that we can get the benefit of them, that our problems will 
be over, because there will be power available and we feel sure that 
with the attitude of Congress, that even if the Secretary doesn’t want 
to serve these towns and meet the requirements, that the Congress 
will see that that is done. 

The position that we have been in is that our towns aren’t as well 
organized, it is obvious, as the cooperatives. The Secretary has dealt 
differently with the towns than he has dealt with the cooperatives. 

We feel that the reason for that is that the cooperatives have been 
in this struggle, their membership knows what is going on, and they 
are interested and they will stand behind them. 

We feel that our townspeople will stand behind us, but it is not 
a cohesive group. Itisa <a community. We have people in our 
town, there is also in the various towns the spit-and-whittle club that 
sit on our sidewalks, who are opposed to anything that the town is 
doing. So the attitude and the difficulty the various town boards 
have when they are given notice that their power is going to be cut off, 
they think 3 or 4 times before they would refuse to sign an unfair 
contract with a private utility, because there will be some people in 
those towns that say “By golly, that power shouldn’t be cut off. I 
don’t care what it cost you, go ahes id and get it, and you had better 
not let my power be cut off.” 

So we have been under that type of board, and the Secretary 
evidently has instructed his employees in the SPA, and we frankly 
don’t feel that it comes from the SPA, we feel that it comes from the 
Secretary’ s office, that the towns just aren’t going to be given the 
power even if it is available. 

T happened to be in Washington on I believe it was the 19th or 20th 
of May at the other congressional hearing, and immediately prior 
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to that hearing I went to Assistant Secretary Aandahl’s office and told 
him the generating and transmitting co-ops had agreed to release 
5,000 kilowatts of power, of that power that had been allocated to 
them, even though it hadn’t been used by them at that time. 

We were told by the Secretary’s office that since he had allocated 
the power, 130,00( ) kilowatts, that there was no power available for the 
municipalities, and we pointed out to him that that power couldn’t be 
used, couldn’t possibly be used this year and probably not next year. 
There weren't the physical connections between the lines to use all of 
it. Wesaid we would like to have it for this summer. 

The cooperatives said, “Yes, we will agree with you on that basis; 
we will release 5.000 kilowatts that have been allocated to us for this 
year and possibly next year.” 

I went to the Assistant Secretary with that statement. He said he 
still would not enter into any contract with us to increase our contract 
demand for a period of a year or for any periods, but he told me in 
the presence of Mr. Henry Templeton in his office that we would have 
the power this summer, that he had it available and that he would 
furnish it even though he wouldn’t sign contracts with us. 

I told him at that time that there were some of the towns at the 
insistence of his direetions that had been more or less forced into 
signing contracts with the Public Service Co. and the Oklahoma Gas 
& Electric to take care of the additions! power requirements as sug 
gested to us through the offices of the SPA, and that those contracts 
provided that if the power were not available through an additional 
contract, that automatically when they go over their contract demand, 
the company starts furnishing them power and at a substantial in- 
crease in rates. 

I said it is unfair to those communities for you not to enter into a 
contract even if it isa short-term contract. He said: 

“Well, I won't give you the answer to that question today ; I will 
furnish that through channels.” 

When ] got back to Tulsa after 2 or é weeks, I went to the SPA 
and, tomy amazement, the SPA told me that that was not true, that we 
would not be furnished power this summer. 

[ had consistently asked them, and asked them to inquire if the 
Secretary remembered the statement that he made to me, and, of course, 
[ haven't talked to the Secretary since that time, but the fact is that 
they will not furnish us. 

They have given us a letter, and I have a COpy of one of the letters 
here. It was mailed to us by registered mail July 29, 1955, and J] 
would like to read it to vou. This is directed to J. Milton Patrick, 
ene of the board of trustees of the town of Skiatook, Skiatook, 
(Kia. ; 


Drar Mr. Parrick: Recent meter readings indicate that the actual electric 
power demand of the town of Skiatook is in excess of the 500 kilowatts specified 
in the contract entitled “Electric Service Agreement,” dated July 8. 1951 (con 
tract No, ISPA-445), between the United States of America and the town of 
Skiatook, Okla. 

At this time the Government does not have available any power capacity, over 
and above the 500 kilowatts specified in the aforementioned contract, with 
which to supply the power requirements of the town of Skiatook. 

Therefore, you and the town of Skiatook, Okla., are hereby notified that, com 
meneing at 2p. m., on the Ist day of September 1955, service to the town of Skia- 
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took under the control mentioned above will be discontinued until the town 
reduces its power requirements to an amount compatible with said contract. 
Very truly yours, 
JAMES V. ALFRIEND, Acting Administrator. 

We felt that the various statements that had been made to us in the 
past were made in earnest, but this is the first time that we had received 
registered mail and have been informed since that time that this means 
business, that they are going to cut us off. We were told that they had 
instructed the Public Service Co. to cut us off and that those instruc- 
tions came from Washington. 

We feel that this is without question of a doubt unfair. We feel that 
itisa violation of thelaw. We feel that it isa violation of our contract 
rights, 

Our contract with SPA, the contract that is referred to in that letter, 
and I would like to read a portion of it, section 3 (a) : 

If the municipality needs capacity— 
the municipality in this case being Skiatook 
in excess of its existing contract demand for service of its customers, the Govern 
ment shall furnish such additional capacity at such standard voltage as the 
municipality may reasonably specify under the same terms and conditions as 
provided for herein, provided that: 

1. The Government has available such additional power capacity and, 

2. A supplemental agreement in writing is entered into between the parties 
hereto covering such increase. 

Now gentlemen, I will speak to the question of the availability of 
power a little bit later. This section question that a contract must be 
entered into, we feel that the terms of that agreement meant that the 
town has to be agreeable to an increase of the contract demand for this 
reason. 

It is of advantage to the Government to have the contract demand 
high so far as the rate is concerned. The higher our contract demand, 
the less chance we have of having a higher power-load factor, so that 
our rate would be smaller in the lean months if we don’t have a high 
contract demand, it wouldn't make any difference in our big months in 
the summertime. 

The only reason for that is to require of us that we increase our con- 
tract demands so that that would last throughout the year and not just 
in the months of maximum use. 

Now to indicate further that that is what is meant by the contract, 
section (b) goes on to say: 

If the municipality exceeds its contract demand and does not promptly acquire 


the right to additional capacity as provided in 3 (a) hereof 


then it says— 


or— 


showing an alternative, but the first alternative is to sign a new con- 
tract Increasing the amount of our contract, then it says 


or does not promptly reduce its power requirements so that the contract demand 
will not be exceeded, the Government or the companies, at the discretion of the 
Government, may discontinue service to the municipality hereunder upon 30 d:ys’ 
iotice in advance and until the municipality by such municipality agreement 
establishes a new contract demand sufficient to cover such excess capacity or 
reduces its power requirements to an amount compatible with the existing 
contract demand. 
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The next section of that contract indicates that both of the parties, 
the Government and the municipality, will use its best efforts to pro- 
mote the use of electricity, the widespread use of it at an economical 
rate. That is our obligation under the contract. That is SPA’s obli- 
gation under the contract. That is actually our obligation and SPA’s 
obligation under the Flood Control Act. 

We feel that the only way that can be met, those obligations, is 
through increasing our contract demands if power is available. 

Now at the same time and before this letter of July 29 was given 
to us saying that the municipalities would be cut off, additional de- 
mands were allocated to the cooperatives for a 60-day period, in other 
words to get them over the peak, and until October the 20th. 

Why are the cooperatives any more preferred than the municipali- 
ties? “Why, if they are to get 60 days’ extension to carry them through 
the peak, should not the municipalities be given 60 days to get us 
through the peak ¢ 

The reason, gentlemen, is that they can bully the municipalities 
and they ¢ an't the cooperatives. In the past they have required a 
number of our municipalities, and it is possible that today Skiatook 
is the only one of the group that hasn’t signed a contract with one 
of the power companies in Oklahoma. Those contracts were signed, 
we feel, by instructions out of Washington to take almost any “ends 
that would be necessary to get a signature. 

I had one town call me up, the attorney, and say “Jim, a represent- 
ative is down here telling us that all of the other towns have signed 
up and that we had better sign. Have you at Skiatook signed?” 

I told him we certainly have not. 1 don’t know for a fact that 
that happened in each case, but I surmise it. Divide and conquer. 
I think that the Secretary wants to say that all of the municipalities 
have signed, therefore the Government has no responsibility. 

Mr. Austin. May I ask you who said that? It wasn’t clea 

Mr. Davinson. Charlie Baskin called me from Wetumka. 

Mr. Austin. And he said ? 

Mr. Davipson. That a representative from the SPA was there. 

Mr. Austin. Did he say it was a representative of the SPA? 

Mr. Davinson. That’s right. 

Mr. Austin. And that the other side has signed it ? 

Mr. Davinson. That’s right. 

Mr. Cuvuporr. Mr. Austin, I wonder before we break our rule, | 
would prefer it a lot if we wouldn’t interrupt the witness until he 
has finished his statement. I understand you are trying to keep 
the record clear, but we will be all over the lot. 

Mr. Davipson. Congressman, to continue, we feel that there is no 
question but what power is available. As another indication of 
that, we understand that in the last few weeks the Oklahoma Gas 
& Electric Co. has had trouble with one of their plants, a 90,000-kilo- 
watt plant in Sulphur, Okla. That plant is down. We understand 
that it will be down for about 60 days. 

Who is picking up the load? SPA. I understand from state- 
ments from Mr. Neighbor of the SPA that they are picking up a 
50,000-kilowatt load because of the diversity of something—these 
electric terms, I am a lawyer and I don’t know too much about them, 
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but that they were able to take care of in their own system the balance 
of the requirements of that plant. 

Remember, gentlemen, that this is being taken up by SPA during 
the very peak usage period, during the time that we are over and 
we are told that our electricity will be shut off, that our doctors’ offices 
in Skiatook, that our emergency facilities in Skiatook will be without 
power. 

We need 250 kilowatts of power. O. G. & E., who is not a pref- 
ence customer, needs 50,000. The Secretary has given O. G. & E. 
50,000, he refuses to give us 250. The percentages ” e astronomical. 

I don’t understand the Secretary’s methods, I don’t understand 
his policy. It seems even if he has a policy that is contrary to public 
power, that it is a foolish thing for him to do. 

To show our good faith, the town of Skiatook, and I keep men- 
tioning the town of Skiatook because I am so much more closely 
associated with them than the other municipalities, has submitted 
to SPA actually yesterday, after a very serious meeting of our board 
of trustees, where they considered all of the various aspects of it, 
three different proposals. 

We have offered under our contract and under the sections that I 
have read to you, that we will increase our contract demand to 800, 
which would take care of us. That would be a 20-year period. That 
it the contract that we would like. 

We would like even more than that but we didn’t want to ask for 
more than we needed right now because it is an emergency. We have 
offered them an alternative. 

We have offered to take 250 in addition to the 500 under a contract 
only for 60 days, similar to the agreements that have been made 
with the cooperatives. In other words, they tell us they have the 
power available today, the SPA tells us that, but they just won't 
give it to us. 

We say, “Well, we will take it for 60 days if you say you may not 
have it available for 20 years.’ 

The third alternative is that we tell them we will even take it on 
a day-to-day basis. We understand that the O. G. & E. plant being 
down, that they are being furnished on a d: ay-to-day basis, assuming 
that the power is available. We said that we will take it on the same 
basis. We will take up to 250 kilowatts or even more if we need it, 
and we will pay for it if it is delivered. 

I thought of all the eventualities, and I couldn’t think of anything 
more to submit to them. All three of those contracts have been signed 
by the board of trustees of the town of Skiatook, and they are await- 
ing the signature of the Secretary’s Office. 

‘We have been informed, informed unoffici: ally, that no contract will 
be signed. Gentlemen, one of the reasons that I asked to be put on 
today at this hearing is the fact that I have got to be back in Okla- 
homa tomorrow. That is the day before we get shut off, and I have 
got to be there if we are shut off, to try to find out what in the world 
we are going to do. 

Now ‘gentlemen, 1 you will say have we negotiated with the utilities? 
Yes; we have. The town has got as many different answers as there 
are towns as to what it cost them. Some towns that were in un- 
favorable situations so far as location and connecting up with other 
systems would be offered a higher rate, some towns a lower rate. 
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The rate they offered ran anywhere from 11 mills to 15 mills. This 
was back in the spring. This is the contract that most of the towns 
that have signed did sign. This is the contract we refused to sign 
because it was limited as to time. 

However, we felt we were shown by the SPA that they had an 
agreement with the Public Service Co. and O. G. & E. that the load 
could be resumed on 30 days’ notice if SPA has the power available, 
and that this would not be a 20-year contract. 

Now that is the only proposals that have been made, that is about 
anywhere from 2 to 3 times as much as the power is costing us now 
from SPA. 

When the towns that hadn’t signed were gotten together the other 
day with Mr. Lane, the two towns that happened to be in that meet- 
ing were in the Public Service Co.’s area, we were told that those con- 
tracts meant exactly what they said, that it was a 20-year proposition, 
that all the towns that had signed up were on Public Service Co. for 
good and that they wouldn’t get the advantage of the Government 
power from now on. They had contracted for all of their excess needs 
regardless of what it will be for a 20-year period, or the balance of the 
term, and most of them ar » approximately : 20 years. 

Now, gentlemen, if that just were to affect us during our peak month 
periods it would cost us a lot of money, but it wouldn’t be quite so 
bad. But they run this in on us, that “We will take the percentage 
that you were over in the summer,” say the contract demand is 500 
and you use 800, well that would be 300 over, or three-eighths of the 
total power usage. Thereafter even when you get down below your 
contract demand with SPA, SPA doesn’t furnish all your power. They 
furnish five-eighths, the private power companies ee nish three-eighths 
throughout the y sar, so it hits us all during the year, when what we are 
trying to meet is the summer problem. 

‘Now we were told that if we wanted to sign, and they were trying 
to get us to sign this last week, that that was a 20-year contract 
but that they would offer us somehing new because we had been fight- 
ing with them, they were going to be kind to us. They would offer 
us $2 a kilowatt plus plus their regular, what they call their regular 
wholesale rate, which is extremely high. I think we figured that during 
the months of our peak power usage it would average about 1.5 cents 
or 15 mills, a little over 15 mills. 

Then, during the off-peak period it would cost Skiatook $418 a month 
when we weren’t using any power at all. Now that sounds like a 
little money, but we are talking about a little town, and gentlemen, we 
figured that that proposal would cost us in the neighborhood of 
$8,000 a year. 

Eight thousand dollars isn’t a lot of money, but I would like to call 
your “attention to the fact that before the time we took over the elec- 
tricity distribution system, that the whole municipality budget for 
the town of Skiatook was in the neighborhood of $8,000. 

In other words, the difference that we would be forced to pay 
under this private utility contract that we had been prodded into sign- 
ing would have amounted to our whole municipal budget of 3 to 5 years 
ago. 

It is important to us, it is life and death to us. The schedule that 
is presented is higher than our schedules retail. We can’t do it. 
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That contract, the standby contract, would be terminated on 30 days’ 
notice, provided the power is available. The Secretary, we feel has 
drug his feet on any type of working arrangement to make power 
available under his terms. The G. and T.’s have already entered into 
interim agreements where the power is flowing back and forth, but 
he says still the power isn’t available, he is going to hold it in reserve 
because the cooperatives may want to go back to integration with 
the private utilities and give all of this peaking power to the private 
utilities regardless of the needs of the co-op. 

That is contrary to law, that is contrary to the Flood Control Act. 
It will be fought in the courts if it isever attempted. But he is holding 
that power and not selling it, looking toward that, even though we have 
agreed to deal with him on a day-to- d: ay basis. 

Gentlemen, the various points that I have tried to make to you 
here is that so far as the towns are concerned, it is not a partisan or a 
political issue. We have as many Republicans in our town as we 
have Democrats. 

We feel that the Democrats are entitled to light in their homes 
just as well as the Republicans in Skiatook, and our other municipali- 
ties feel the same way. We feel that there has been utmost bad faith 
in dealing with the municipalities. 

We don't like it. There is no sense in s: aying we do. We are look- 
ing to you, gentlemen, for protection, because we don’t feel that we 
can get it out of the Secretary’s Office in Washington. 

I have gone into a lot of things. I think some of the other people 
could tell you better about the ‘avail: ibility of power. As a matter 
of fact, they tell me that there is an abundance of power that is avail- 
able at least this summer. 

I understand that even if every kilowatt that SPA has was con- 
tracted for and being used, that there would be enough, whatever 
the term is, diversity or something between the peak loads of one 
group to another to take care of the few hundred kilowatts that these 
towns need. 

Gentlemen, I don’t think that Skiatook is going to sign any of 
these contracts that would destroy our financial structure. They are 
not fair and I don’t think we are going to sign them. 

I think that tomorrow or the day after tomorrow at 2 o’clock that 
we will see if our lights are on or off, and I have got to be there so 
that if they are off, we can try to do something about it, and I would 
be happy to answer any of the questions that any of you gentlemen 
would like to ask me. 

Mr. Cuuporr. Mr. Austin? 

Mr. Austin. Mr. Davidson, you mentioned just a moment ago, and 
I believe I can quote you, that there had been the utmost bad faith 
in dealing with the municipalities. Bad faith on the part of whom? 

Mr. Davipson. On the part of the Secretary’s Office. 

Mr. Austin. The Secretary of the Interior? 

Mr. Davipson. That’s right. 

Mr. Austin. Even though you have outlined in your discussion 
what you have in mind here, can you give us several of the items of bad 
faith that you referred to, in summary ? 

Mr. Davinson. Well, of course we always think first of those things 
with which we have had direct contact. 
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I was in the Secretary’s Office. I was talking to Undersecretary 
Aandahl. He said that he had the power available to take care of 
us this summer, and he said that he would take care of us this summer. 

If he says, and I understand that he has—he hasn’t told me that he 
denies that conversation of his commitment, but at least he hasn’t 
honored it through his lieutenants in Tulsa—if he says that one of 
us is lying, my only point is that it is not me. 

Now the other items are just so obvious, I mean there are a number 
of things, but the fact they will increase the contract demand for the 
cooperatives during the same period that they refuse to increase it for 
the municipalities. 

The other question that is even worse is where they will serve a 
nonpreference customer, a private utility, 50,000 kilowatts of power 
and not furnish the town, or the town that I represent particularly, 
250. 

Mr. Austin. Have you had any experience in trying to obtain 
secondary or dump power at all ? 

Mr. Davipson. We have offered to take and asked to take verbally 
for the last year any power that they had available and on any terms. 

To make it a matter of record, I have submitted the three contracts 
which I referred to, offering in writing, with executed contracts to 
take it on a 20-year basis, on a 60-day basis, or on a day-to-d: ay basis. 
I might say now that we would take it on any basis, 45-days, 9 months, 
any basis. 

Mr. Austin. You need power then actually just to cover another 
few weeks of peak? 

Mr. Davinson. That’s right. 

Mr. Austin. And you need a contract that is enough to take care 
of it? 

Mr. Davinson. That’s correct. 

Mr. Austin. Am I[ correct in my understanding that the letter you 
have there which you read, but just to clear it up for myself, that that 
letter stated you would be cut off completely, not merely cut down to 
your contract demand, but that you would be cut off completely ? 

Mr. Davinson. That is true. 

Mr. Austin. Was there any statement about your being put back 
on after the peak was over? 

Mr. Davinson. There is no other statement in that letter. I should 
assume that we would be put back on when our demand should get 
back down to the contract, I mean we would be entitled to it under 
our contract, and I assume that they would, but, of course, we can’t 
do that, we can’t do without power for 3 weeks. 

I mean we are either going to be cut off and get back on through 
court action, or we are going to not be cut off and some system worked 
out, I don’t know. 

Mr. Austrx. Do you have any standby power at all? Do you have 
a plant? 

Mr. Davipson. No, sir; we have no plant. We voted bonds, as I 
mentioned in my statement, and it took us about 7 vears to acquire 
just the distribution system, and that is all we have. We have no 
alternate source of power. 

Mr. Austin. You are on a system where there is a private power 
connection available to you? 
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Mr. Davipson. Public Service Co. substation in the town of Skia- 
took. It is the same town substation that served Skiatook when the 
Public Service Co. owned the distribution system. 

Mr. Austin. Are you insinuating directly or indirectly at all that 
this might be forcing you to the Public Service Co. ? 

Mr. Davinson. It is doing nothing else but that. It is certainly an 
attempt to force us. 

Mr. Gipson. Mr. Chairman, to bear out what Mr. Davidson said, 
there seems to be possibly a question in Mr. Austin’s mind as to 
whether all of the power would be cut off if the contract demand was 
exceeded, not just cut back to the contract demand. 

May r say in support of what he has said that the Public Service 
Co. of Oklahoma delivered a special type circuit breaker to the city 
of Wetumka recently for the purpose of installing it and cutting off 
the complete power supply to Wetumka with that cireuit breaker 
when and if the city of Wetumka exceeded its contract demand. 

Now, to my knowledge, the circuit breaker was not actually installed. 
It was delivered. It has not been installed yet. Apparently, public 
opinion has been such that, well, the company possibly for public 
relations reasons would not install it. 

Also the city of Wetumka actually is not a customer of the Public 
Service Company of Oklahoma. The city of Wetumka is served 
by the Public Service Company of Okl: thoma for the account of SPA. 
The e ity is a customer of SP A. Therefore, I have a letter here which 
I would like to insert in the record if I have the permission of the 
author. 

Mr. Cuuporr. That is not a confidential letter, is it ? 

Mr. Gipson. Well, he doesn’t list it as confidential. 

Mr. Cuuporr. Is it a letter addressed to you or to the city? 

Mr. Gigson. The letter is addressed from Mr. C. H. Baskin, attor- 
ney for the city of Wetuma, to Mr. R. K. Lane who is president of 
the Public Service Company of Oklahoma. 

Mr. Cuuporr. Is it official city business ? 

Mr. Gisson. I would say ves; it is. 

Mr. Cuvporr. Then why do you have to have permission of the 
writer to put it in the ree ord ? 

Mr. Ginson. Well, the writer is not bere, and that is the reason I 
qualify this by saying I would love to have it put in the record, it 
seems pertinent. However, I would hesitate to do it until I cleared 
it with Mr. Baskin. 

Mr. Cuvporr. Of course, that is your privilege. If you don’t want 
to put it in the record, don’t offer it and we won't see it. 

Mr. Greson. I would like to, but out of deference to Mr. Baskin, 
I would hesitate to do so, although this attorney here may have other 
ideas about it. If he feels that it would be all right with Mr. Baskin, 
I would insert it in the record. 

Mr. Cruporr. If there is anything bothering your conscience or 
your code of ethies, I would suggest that you call Mr. Baskin on the 
telephone and ask him whether you can put it in the record, and we 
will be glad to accept it. 

Mr. Gimson. There was one other instance in Oklahoma, and I 
don’t intend to be a witness, but to bear out some of the incidents which 
he noted: relative to the city of Skiatook, last summer just prior to 
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the wheat harvest in northwest Oklahoma, an elevator, a grain ele- 
vator—— 

Mr. Cuvuporr. I feel if you will just bear with us a minute so that 
when we get through questioning Mr. Davidson, we will let you make 
your sti itement, because your statements are not related to Mr. David- 
son’s testimony. 

Mr. Davidson, what is the population of Skiatook ? 

Mr. Davipson. Well, of course, that is always a question. The last 
census was 1,800. We feel that there is somewhere between 2,500 and 
3,000 there now. 

Mr. Cuuporr. Is that the typical population of the 12 towns that 
you are speaking for? 

Mr. Davipson. No, sir; I don’t believe that there is any typical 
population. Mostly they are small towns. There are some rather 
large ones, Anadarko and Purcell. 

Mr. Cuvporr. What is the population of the largest town of the 
12? 

Mr. Davipson. I am informed that it is about 6 or 7 thousand would 
be the largest town. 

Mr. Cnuporr. Are these typical farm communities? 

Mr. Davipson. Yes, sir. Of course, Skiatook isn’t a farm com 
munity. It is in a way, but it is so close to Tulsa that it is more or 
less a suburban town in a metropolitan area. The others are farm 
communities. 

Mr. Cuuporr. And when did Skiatook and these other towns first 
get power ? 

Mr. Davipson. 1951 in July for Skiatook. Wetumka was the first 
and I believe that was shortly after the operating contracts. It should 
have been in 1950 some time. 

Mr. Cuuporr. And prior to that time they had no power ? 

Mr. Davinson. Prior to that time—you know, I am just not sure 
on the way Wetumka’s power was before. I think that they had a 
generating plant. 

I know some of the towns did have generating plants. It is just 
difficult to operate a generating plant on the small scale that you 
would have to in a small town, but Skiatook had electric power from 
the Public Service Co. 

Mr. Cuuporr. But in 1951 they entered into a contract with South- 
western Power Administration? 

Mr. Davipson. Yes, sir. 

Mr. Cuuporr. To be supplied with public power to a certain amount 
of kilowatts a year? 

Mr. Davinson. That’s right. 

Mr. Cuuporr. You testified that you were contracted for 250 kilo- 
watts a year, if my recollection is correct. Is that right? 

Mr. Davinson. No, sir. Our contract is 500 in the alternate con- 
tracts that we have offered them now, we have offered under one form 
800 that would take care of all of our load for the period of the con- 
tract, which would be approximately 20 years. We have offered to 
take the 500 plus 250 for 60 days, or to take 500 plus 250 on a day-to- 
day basis. 

Mr. Cruporr. What is the cause of the increased demand for 
power ? 
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Mr. Davipson. Well, it is just the normal load growth, increased of 
air-conditioning in the Southwest and growth of our town. It is just 
the normal load growth in a community and in all the communities. 

Mr. Cuupvorr. If you refused to go along with the Southwestern 
lower Administration, you say that the electricity will be cut off in 
your town completely ¢ 

Mr. Davinson. That is what they tell us. 

Mr. Cuuporr. Of course, they gave you an alternative, to go to the 
O. G. & E. the Oklahoma Gas & Electric, I presume, and buy it. 

Mr. Davinson. It is Public Service Co. in our area, that’s right. 

Mr. Cuuporr. What is the difference in the rate? 

Mr. Davinson. Well, it amounts to anywhere from—the rates that 
have been offered to us now, the only workable rate would be approxi- 
mately three times. The difference between 5.2 mills and 15.3, I think 
it is, and actually it is more than that because the demand that we 
would have to pay for 9 months out of the year, we won't get any 
power. 

In other words, we will be paying $418 a month and get no power 
whatsoever, so that will run our average mill cost up to, I don’t know 
what. I mean it is $8,000, we figure. 

Mr. Cuuporr. Is the Public Service Company of Oklahoma buying 
its power from the SPA? 

Mr. Davinson. Not all of it. I mean they are integrated under the 
Oklahoma contract. 

Now it is the Oklahoma Gas & Electric that is buying this large 
block to take care of one of their plants, their sulfur plant that is 
down. 

Mr. Cuuporr. What I am trying to get to, Mr. Davidson, is this. I 
am trying to find out whether the power that you buy from Public 
Service of Oklahoma is the same power that you get for one-third of 
its cost from the SPA, if as bought it from SPA. 

Mr. Davinson. Well, 1t very likely could be. I don’t know the 
paths of these kilowatts, "bat the SPA has a contract and they will 
buy the power, I mean the Public Service will buy the power from 
SPA if it is not sold to preference customers. They won't sell it to 
preference customers. 

Therefore, if SPA os it at all, they must sell it to the Public 
Service and O. G & E. ata ain ibly lower rate than we are pay- 
ing, and then it will be a livered back to us at three times the rate; 
that’s right. 

Mr. CHUDOFF. In other V ords, they are being olven the power SO 
they can sell it to vou at a juicy profit / 

Mr. Davipson. That’s right. 

Mr. Cruporr. Now suppose that it came to pass that because of the 
fact that you refused to. sign this contract that tomorrow afternoon 
at 2 o'clock power would be cut off at Skiaioop, where would you get 
your power ¢ 

Mr. Davipson. We would be without power. 

Mr. Cuuporr. Without power completely ? 

Mr. Davinson. That’s right. 

Mr. Cuvuporr. Do you have any industry in the town ¢ 

Mr. Davipson. No large industries. 
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Mr. Cuvporr. But your users wouldn’t have power to light their 
homes, to use their appliances and so forth? 

Mr. Davipson. That’s right. All the power would be off, every bit 
of it. 

Mr. Cuuporr. What is your present rate to customers of electric 
current in Skiatook ? 

Mr. Davinson. Oh, it is a moderate rate. I don’t have the rate 
schedule here with me. 

What I remember specifically about the rate schedule is that one 
of our schedules was cheaper than what this power would cost us if 
we bought it from Public Service Co. 

Mr. Cuuporr. How many users do you have in Skiatook, do you 
know ¢ 

Mr. Davipson. Yes. We have between 710 and 750. That is meters. 

Mr. Cuuporr. Would you say the rate would have to double or 
triple if you entered into a contract with the Public Service of Ok- 
lahoma ? 

Mr. Davinson. It would depend on how long it lasted. It would 
have to be up considerably, there is no question about that. 

I don’t know how much the rate would have to go up, but it is 
obvious that if the town is to have the same type of return that they 
have been having in the past, that it would have to increase substan- 
tially. 

Mr. Cuuporr. Now the power that you are selling at the present 
time to your consumer, do you make a profit on that? 

Mr. Davipson. Yes, sir; the town makes a profit. 

Mr. Cuvuporr. How much profit does it make? 

Mr. Davipson. Oh, of course, accounting procedures are difficult to 
understand. I would say that we would make somewhere around 
twenty-five to thirty thousand dollars a year. 

Now that profit, of course, is evidenced to the people in the form. 
of swimming pools, improved streets, improved police department. 
We have a police car which the town never had before, and the 
benefit goes right back to the people. It is the only way in Oklahoma 
that the municipal facilities that people are entitled to can be pro- 
vided for. 

Mr. Cuuporr. In other words, the money goes into the general 
fund for the good and welfare of the people? 

Mr. Davinson. No, sir, it goes into a special fund, utility account, 
and it is appropriated out of that utility account from time to time 
after very serious consideration, and usually to retire the bond issues 
of needed public improvements and to take care of the bond issue 
for the electric distribution system. 

Mr. Cuuporr. And if you didn’t have this power to sell, you would 
have to increase the tax rates? 

Mr. Davinson. That’s right. 

Mr. Cuvuporr. Now would the tax rate be increased over and above 
the amount that is taken in as profit ? 

Mr. Davinson. I don’t believe I understand that one too well. 

Mr. Cuuporr. Well, now if you make $25,000 from your electric 
— distributing system, would you need the $25,000 to run the 
town 
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Mr. Davipson. Oh, definitely we need it, there is no question about 
that. 

Congressman, there are several ways that the people would feel the 
loss of that income. First, in ad valorem taxes to take care of the bond 
indebtedness if we couldn’t meet the sinking fund requirements. 

Secondly, we would have to reduce our police department. We have 
a very good park program going. We couldn’t continue with our park 
program. And various other services would have to be curtailed if we 
didn’t have this income. 

Mr. Cuvuporr. So that the people of your town would get hit with 
both barrels. They would have to pay an increase in tax and they 
would have to pay an increase in rate for their electricity ? 

Mr. Davinson. That’s right. 

Mr. Cuvuporr. Do you remember when the first electric current came 
to the town of Skiatook, when they actually had electricity, had the 
town wired ¢ 

Mr. Davipson. It was at that time the Oklahoma Power & Water 
Co., of Sandy Springs, which is another small town a few miles away, 
and I believe that that goes way back there. I am not sure of the 
date, but I would say 30 years, quite some time, maybe longer than that, 
but they have had power for a long, long time. 

Mr. Cruuporr. But you do feel personally that if the Assistant Sec- 
retary of the Interior, Mr. Aandahl, wanted to, without any difficulty 
as far as any of the private utilities are concerned, for the benefit of 
your little town and the other towns he could let you have the power 
that you needed so that the consumers could buy it much cheaper than 
they would have to pay for it if you entered into a contract with the 
Public Service of Oklahoma ? 

Mr. Davinson. There is no question in my mind but what that is 
absolutely correct. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Mr. Davidson, you say the reason the people you repre- 
sent don’t want to deal with the private utilities is because of rates, 
costing more money ? 

Mr. Davinson. That is the principal reason ; yes, sir. 

Mr. Jonas. Are there any other reasons? 

Mr. Davinpson. It is the fear that they will be treated the same way 
they have been treated in the past if there were no protection by a 
yardstick from the Government. 

Mr. Jonas. I believe you said that you had a ratemaking body in 
Oklahoma, but that it was ineffective. 

Mr. Davinson. It is ineffective in my opinion so far as wholesale 

rates are concerned. 

Mr. Jonas. Why don’t the people of Oklahoma have the general 
assembly provide adequate protection against exorbitant utility rates? 

Mr. Davinson. It would require constitutional amendment. There 
are a lot of people in Oklahoma that are opposed to a lot of pro- 
visions of our constitution, but it is a very difficult thing to change. 

Mr. Jonas. It wouldn’t require a constitutional amendment, would 
it, to give the corporation commission teeth to enforce rates? 

Mr. Davinson. I am afraid that the constitutional provision gives 
them authority to establish rates for the retail customers. 

And another reason that I am afraid it wouldn’t be a practical 
thing to try to get a solution to that problem is that there are not a 
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large number of wholesale customers of the private utilities, because, 
oh, they have been run out of business from time to time by the 
utilities, so you don’t have the interest in it the way you do for the 
average retailer. We are sort of stepchildren of the law. 

Mr. Jonas. Don’t you think your representatives in the general 
assembly are aware of this situation? Have they not expressed any 
concern about it? Has any proposal ever been made to submit such 
a constitutional amendment or to amend the law? 

Mr. Davinson. If it has, I am not familiar with it. 

Mr. Jonas. Well, we take care of that very well in my State because 
we have a public utility commission that has the power to act. 

Mr. Davipson. Well, we just aren’t favored with that type of con- 
trol. 

Mr. Jonas. And no effort has been made so far as you know to im- 
prove that situation in the State of Oklahoma? 

Mr. Davipson. I understand, not from my own knowledge, that 
efforts have been made to change the setup of the corporation com- 
mission, but that they have not “been successful. 

Mr. Jonas. You wouldn’t feel justified in blaming that on the 
Secretary of the Interior then ? 

Mr. Davinson. No, sir; I centainly do not. 

Mr. Jonas. Now you say your principal objection to dealing with 
the private utilities is that your power would cost more? 

Mr. Davinson. That is the principal objection; yes, sir. 

Mr. Jonas. Are you aware of the fact that the accumulated deficit of 
the Southwestern Power Administration during the 10 years it has 
been operated exceeds $6 million ? 

Mr. Davipson. It is my understanding Mr. Congressman, that the 
SPA must pay out, it is a matter of the rate, that if there is a deficit 
it will be made up in the years later, and that we will pay the deficit, 
which we are willing to do. 

Mr. Jonas. I am asking you if you are aware of the fact that SPA 
has accumulated a deficit of $6,385,000 during the 10 years it has 
operated, because it didn’t charge a rate sufficient to amortize its 
payments ? 

Mr. Davinson. I am not familiar with that, no. 

Mr. Jonas. I would like to invite your attention to the audit report 
of the General Accounting Office for 1954, the fiscal year which ended 
that year, which shows that additional revenue would have been 
required in that 1 year alone of $2,500,000 for SPA to pay its way. 
Now if that is true, do you think the people of Skiatook are entitled 
to get power from SPA cheaper if it results in a deficit ? 

Mr. Davipson. Congressman, what we are trying to do is pay SPA 
for the same power that they are selling to the utilities companies for 
less. We are trying to make up that deficit but they won’t let us. 

Mr. Jonas. Who won't let you? 

Mr. Davipson. The Secretary’s office. 

Mr. Jonas. How are you trying to do that ? 

Mr. Davinson. We will pay him more money for the power that he 
has to sell than he can get from the Oklahoma companies under the 
Oklahoma contract. 

Mr. Jonas. Well, when was the Oklahoma contract made? 

Mr. Davipson. 1950. 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 249 


Mr. Jonas. And that was not made by the present Secretary of the 
Interior but by the former one, wasn’t it ? 

Mr. Davinson. That is true. 

Mr. Jonas. And how much of the power, how much of the installed 
capacity of Southwestern Power Administration, do the Oklahoma 
companies get under that contract ? t. 

Mr. Davinson. I don’t know what percentage It Is. 

Mr. Jonas. You know it isa substantial amount. 

Mr. Davinson. I should imagine that it would be. 

Mr. Jonas. And do you know also that those contracts are long- 
term contracts ? 

Mr. Davipson. Yes, sir. 

Mr. Jonas. How long do they run ? 

Mr. Davinson. 20 years, it is my understanding. 

Mr. Jonas. 20 years. Do you also know that substantial quantities 
of power, of the capacity power of Southwestern Power Administra- 
tion, is contracted to other private utilities under long-term contracts 
that were entered into under the former administration ? 

Mr. Davipson. Yes, sir. 

Mr. Jonas. 150,000 kilowatts of which goes to one industrial con- 
cern in the State of Arkansas; is that correct ? 

Mr. Davinson. Now there are some defense loads that they have 
that come under the preference. 

Mr. Jonas. I am not talking about preference. Are you familiar 
with the Reynolds Metals Co. contract ? 

Mr. Davinson. I am vaguely familiar with it. I understand that 
the Government was very interested in ge*ting some aluminum produc- 
tion during wartime, and that they were very fortunate to have the 
power available. 

As a matter of fact, it materially assisted our defense and war effort. 

Mr. Jonas. If we didn’t have that contract, you might get some more 
power, mightn’t you ? 

Mr. Davinson. It might do it. 

Mr. Jonas. And if we didn’t have the 20- and 30-year contracts that 
were made with the Texas companies and the Oklahoma companies, 
you might get more ? 

Mr. Davinson. We get our power under the Oklahoma company 
contracts. That is an exchange of power principally. 

Mr. JONAS. You mean you get your power from the Oklahoma 
companies ¢ 

Mr. Davinson. Yes, sir. 

Mr. Jonas. I thought you got your power from the Southwestern 
Power. 

Mr. Davipson. Furnished through the Oklahoma companies under 
an exchange agreement. 

Mr. Jonas. It isa three-party— “ 

_ Mr. Davipson. Yes, sir: our contract is with SPA, but it is fur- 
ished by Public Service Co. in Skiatook. The same thing with O. G. 
& E. in some of the towns. 

Mr. Jonas. And you have a contract. a firm contract, for 500 
kilowatts. 

Mr. Davipson. Yes, sir. 

Mr. Jonas. And that is the extent of your contract ? 
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Mr. Davipson. No, sir. 

Mr. Jonas. Well, that is the contract demand ? 

Mr. Davipson. The contract demand. But the contract itself calls 
for the furnishing of additional power and of raising the contract 
demand, provided that power capacity is available. 

Mr. Jonas. That’s right. Now you contend that the extra capacity 
is available. 

Mr. Davipson. a sir. 

Mr. Jonas. Well, I ask you if you know what the total installed 

capacity is of the Southwestern Power Administration. 

Mr. Davipson. No, I don’t know I just know it is a lot of power. 

Mr. Jonas. You mean you haven’t even inquired how much? 

Mr. Davinson. Yes, I have known the figures. I just don’t remem- 
ber the figures, Congressman. 

Mr. Jonas. Well, it is less than a half million, isn’t it? 

Mr. Davinson. That is an awful lot of power. 

Mr. Jonas. It isn’t so much when you consider the fact that they 
have got outstanding contract commitments for 450,000 kilowatts. 

Mr. Davinson. It is an awful lot when you consider we only want 
250. 

Mr. Jonas. I know, but when you want 250 you have got to consider 
the fact that Reynolds Metals Co. get 150,000, and the Texas compa- 
nies get 30,000 and the Oklahoma companies get 46,000 out of which 
you get yours, and these contracts are outstanding and of long stand- 
ing, and they have been in effect since long before this administration 
came into power; is that not true? 

Mr. Davinson. It is only under this administration that we have 
had trouble in getting the power to which we are entitled. 

Mr. Jonas. You had trouble in 1951 you said. 

Mr. Davipson. No, sir. 

Mr. Jonas. You said you had a fight with the utility company 
before you could even buy the distributing system. 

Mr. Davipson. That was a fight between the Public Service Co. and 
the town of Skiatook. The Government had nothing to do with it. 

Mr. Jonas. You wouldn’t have any difficulty getting power now if 
you were willing to pay the approximately 15-mill rate which you say 
the Public Service Co. wants to charge. 

Mr. Davinson. That’s right. 

Mr. Jonas. That’s right, ample power is available. 

Mr. Davinson. And if they could get more money they would be 
happy to take it too. 

Mr. Jonas. Please answer my question. Plenty of power and a 
sufficient amount of power to serve the needs of your municipality is 
available from the private utility that operates in the area? 

Mr. Davinson. But not at a reasonable rate. 

Mr. Jonas. You say you don’t want to pay the rate. Yon say you 
don’t know what rates you charge to customers in Skiatook. 

Mr. Davinson. I don’t have the schedules here; no, sir. 

Mr. Jonas. Do you know what the average wholesale rate the REA’s 
and cooperatives in the State of Oklahoma pay for the power they 
buy at wholesale? 

Mr. Davipson. From the SPA? 

Mr. Jonas. From everybody, what the average rate is. 
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Mr. Davipson. No. They could answer that better. I do know 
that the Public Service Co. offered some of the co-ops a six-and-a-half- 
mill rate while they offer us 15. 

Mr. Jonas. The record shows that the average rate, wholesale rate 
paid by the REA’s and the cooperatives in the State of Oklahoma, is 
6.2 mills, but the average price paid by the ultimate consumer in the 
State of Oklahoma is 4.51 cents. That isa pretty wide spread, isn’t it? 

Mr. Davipson. Yes, sir; there is a lot of money in electricity. 

Mr. Jonas. You say your people won't pay 12 or 15 mills because it 
would force the ultimate cost of power to the consumer out of reason. 

Mr. Davinson. Yes, sir. 

Mr. Jonas. Are you aware of the fact that many wholesale rates 
to REA’s and cooperatives in other States range upward from 10 to 
15 mills, yet they sell power to their consumers cheaper than you do 
in Oklahoma ? 

Mr. Davinson. I understand that in other States the cost of power 
is considerably higher than it is in Oklahoma because of the fuel 
situation. 

Mr. Jones. But how do you explain the fact that the people who 
distribute it are able to sell it to their customers cheaper than you 
people do in Oklahoma ? 

Mr. Davipson. Congressman, I just don’t happen to be familiar with 
all of the REA’s throughout the country. All I know about is in 
( gray ons 

Mr. Jonas. I would like for you, since we have talked about North 

Carolina and Oklahoma football contests, I will just give you the 
laine for Oklahoma which indicate that the average wholesale rate 
is 6.2 mills, yet the average amount paid by their customers is 4.51 
cents per kilowatt. 

Now in my State of North Carolina, for example, the average whole- 

sale rate paid for this power, is a little higher than in Ok: thoma, 7.5 
mills. Yet our REA’s sell that power to their consumers at 3.37 cents 
per kilowatt. 

Now in view of that situation, don’t you think you might be able to 
effect some economies so that you could bring the cost to consumers 
down? 

Mr. Davinson. Congressman, of course I am not an authority on 
these things, but it appears to me that North Carolina may be a little 
more densely populated than Oklahoma. 

If you go out to western Oklahoma, you can go a long way without 
seeing a house, and to string electric ity from one house to another 
naturally costs considerably more in Oklahoma that it would in some 
more densely populated areas. 

Now I think the question that you have there, although I am h: appy 
to answer them if I can, could better be answered by some of the co- 
operative people who will testify. 

Mr. Jonas. You are not familiar with the comparative— 

Mr. Davipson. I just have a general knowledge of it, Congressman. 

Mr. Jonas. Another complaint you made was that notwithstan ng 
the fact that you were told that you can’t get 250 additional kilowatts, 
Southwestern Power has picked up a deficit of one of the Oklahoma 
companies amounting to, I think you said 50,000 kilowatts, because of 
a breakdown in its generating plant, is that correct ? 
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Mr. Davipson. That is what I understand; yes, sir. 

Mr. Jonas. And you have charged in your anannion that that is 
evidence of unfair and unreasonable discrimination against the 
municipalities. 

Mr. Davipson. I have no objection to the SPA furnishing that 
power to O. G. & E. if they had a breakdown in their plant, but I say 
to tell us that we can’t have 250 kilowatts of capacity, being a pref- 
erence customer, is unfair if at the same time they have suflic ient power 
to give O. G. & E. that large block. 

Mr. Jonas. Do you know whether O. G. & E. has a firm contract that 
will require SPA to furnish that power? 

Mr. Davinson. I don’t think it requires. I think the contract with 
O. G. & E. is the same as with the Public Service Co. which provides 
if the power is available they can buy it at I believe it is 4.2 mills. 

Mr. Jonas. Isn’t it true, and haven’t you checked and found out 
that O. G. & E. has deferred some of its contract requirements in the 
past, and it has a firm right to demand this 50,000 kilowatts now ? 

Mr. Davipson. It is my understanding that they have deferred some 
power but that is peaking power and not firm power, and that the 
power that is being furnished them now, of course, has to be firm to 
take care of the whole plant’s load. 

Mr. Jonas. Have you checked up on it? You made a pretty seri- 
ous charge, and I may say if you are correct in your facts, 1 will agree 
with you. 

I don’t think SPA has any right to furnish 50,000 kilowatts to 
O. G. & E. and deny you 250 kilowatts, which is what you say about 
the contract. 

Mr. Davivson. That is our position. 

Mr. Jonas. But I don’t believe you are correct about your facts, 
because I believe you will find that O. G. & E. deferred some of its 
right to power in the past to take care of similar emergencies that arose 
elsewhere, and all it is doing now is insisting on its right to the power 
that it is entitled to under its contract. Now have you made any 
check of those facts? 

Mr. Davinson. No, Congressman, but it is obvious to me that this is 
a matter that is a little more than ordinary, that this is an emergency, 
and that if that power is available, that certainly 250 kilowatts of the 
50,000 could be available for the town of Skiatook in its emergency. 

Mr. Jonas. There is this difference: O. G. & E., the people that run 
it, don’t need this power. They furnish it to people who are in need 
of power. 

Mr. Davinson. Yes, sir. 

Mr. Jonas. Just like the people in your municipality do. 

Mr. Davipson. Yes, sir; and I think it is fine in the case of an 
emergency that the SPA is capable of getting O. G. & E. out of the 
hole, ‘and T agree with you. 

Mr. Jonas. What is the emer gency that exists in Skiatook? I don’t 
understand that. 

Mr. Davipson. The emergency is that they are talking about cutting 
their power off. 

Mr. Jonas. They are talking about cutting it off because you are 
using more than your contract ‘entitles you to, isn’t that correct ? 

Mr. Davinson. That's right. 
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Mr. Jonas. How did that develop, suddenly, overnight? That is 
not an emergency of the sort that occurs when a steam generating 
plant breaks down. 

Mr. Davinson. That is true. 

Mr. Jonas. How is that an emergency’ Hasn't it been developing 
over the years ? 

Mr. Davinson. It has, that’s right. 

Mr. Jonas. Well, it is not an emergency then that suddenly arises 

;in the case of the Oklahoma situation. 

Mr. Davipson. op itisonus now. It is an emergency to us now. 

Mr. Jonas. Well, it is an emergency in that if you didn’t get the 
extra power from SP IN you have got to buy it from the private utility, 
and it is available. Is that correct ¢ 

Mr. Davinson. That’s right, but the terms of such, and it is our 
feeling from the experiences we have had with the Secretary's Office, 
that if we signed a contract with the Public Service Co., that we 
might not ever have any more power from SPA. 

Mr. Jonas. How long have you had this 500-kilowatt contract 4 

Mr. Davipson. It st: arted out, Congressman, at 400. We changed to 
450 in 1952, I believe it was, and to 500 in 1953. 

Mr. Jonas. You could have signed a contract for 1,000 at that time, 
if you had been willing to contract for it, couldn't you / 

Mr. DAVIDSON. Yes, sir. 

Mr. Jonas. But you weren't coerced into signing a contract calling 
for only 500 kilowatts. 

Mr. Davipsen. No, sir 

Mr. Jonas. Since that time you have found, since you signed that 
contract it has developed, that you need more than 500 kilowatts. 

Mr. Davipson. That’s right. 

Mr. Jonas. You have found that out over the past months or years 4 

Mr. Davipson. Sir, our experience in the past have been that they 
have increased our contract demand when it was necessary. 

Mr. Jonas. How many times has it been increased / 

Mr. Davipson. Twice. 

Mr. Jonas. To what figure / 

Mr. Davipson. As I said, from 400 to 450 and then from 450 to 500. 

Mr. Jonas. You mean you negotiated new contracts / 

Mr. Davipson. No, sir: : jus st changed the contract. 

Mr. Jonas. Changed the terms / 

Mr. Davipson. Just amendatory contracts increasing the contract 
demand. 

Mr. Cuvuporr. Will you yield at that point / 

Mr. JONAS. Yes. 

Mr. Cuvuporr. Your contract provides for that? 

Mr. Davipson. Yes, sir. 

Mr. Cuvuporr. It isn't something they gave you out of the courtesy 
of their heart. 

Mr. Davipson. No, sir. 

Mr. CHuupborr. So that they could increase your contract demand at 
the present time if they so desired ¢ 

Mr. Davipson. Yes, sir. 

Mr. CHI DOFF. If it wasn t the policy ot the Under Secretary of the 
Interior to be against Increasing the power, compelling vou to buy 
from private power companies. ; 


71597—56 1s 





254 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Jonas. That, of course, will depend on whether the extra power 
is available. 

Mr. Davinson. Yes, sir; that is the question. 

Mr. Cuuporr. Mr. Jonas, it is a matter of policy. If it was the 
policy of the prior administration to allow the contract demand to be 
increased when the situation arose, that is one policy. If it is the 
policy of this administration to say that we will not increase your 
contract demand but once you buy from a public service company in 
Oklahoma, that is another policy. 

We are trying to find by these hearings which policy is a better 
policy, because we might be able to write something in the law to 
control the oe y inthe future. 

Mr. Jonas. I don’t agree with you entirely, if you will permit me to 
digress and discuss this a minute. 

A policy isn’t going to do any good if you don’t have the power. 
There is a limit to the amount of installed capacity in these hydro- 
electric plants that are now run by Southwestern Power. That is 
true,isn’tit? ‘There are some limits. 

Mr. Davinson. Yes, sir. 

Mr. Jonas. You don’t know whether it is a half million kilowatts 
or what. Now, obviously, when Southwestern Power commits all of 
the power that is available, it can’t raise the demand of an individual 
municipality or an individual company or cooperative; isn’t that 
true ? 

Mr. Cuuporr. I think the witness has testified, if I can interrupt at 
that point, that power was available, but they were being forced to buy 
it at a higher rate rather than to get it by an increase in contract 
demand which could be done 

Mr. Davinson. The Under Secretary himself told me personally 
that the power was available for this summer. 

Mr. Jonas. You have said that he has raised some question as to 
whether he told vou that. 

Mr. Davinson. That’s right. 

Mr. Jonas. And I have just read you from the record that almost all 
of the power, almost all of the entire installed capacity in the hydro- 
electric projects run by Southwestern Power, are committed by firm 
contracts. 

Now obviously, if the power is not available, they couldn’t increase 
your demand contract if they wanted to. That is true, isn’t it? 

You say the power is available and you cited this 50,000 killowatts 
that were picked up by Southwestern Power when the Oklahoma com- 
pany broke down, as one illustration that leads you to believe that 
power is available. 

Now I have suggested to you that I believe you will find that that was 
not a voluntary action on the part of the Southwestern Power Ad 
ministration, although I may be wrong about it. 

I have read that contract, but I don’t have it with me and I am not 
familiar with all of its terms, but I believe you will find that that is 
power that the Oklahoma company was entitled to have because it had 
deferred some of its requirements theretofore and had surrendered 
them when similar emergencies arose elsewhere on the grid, but I think 
you ought to check into that because you have made a very strong state- 
ment based upon your understanding of facts which, if they turn out 
not to be true, I don’t think your statement would be justified. 
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Mr. Davison. Congressman, in addition, on the availability of 
power, the SPA has increased the contract demands for a 60-day 
period for the cooperatives. Now, they certainly couldn’t have done 
that unless they had the power available. 

In addition to that, they tell me that this 130,000 that is committed 
to the G. and T.’s is not physically capable of utilization by the G. and 
T.’s because the connecting lines have not been built in some cases to 
take care of it, that there is no question but what power is available. 

Mr. Jonas. I was going to ask you if you didn’t know that there are 
130,000 killowatts that have been set aside and reserved for the G. 
and T.’s and, therefore, if that is true and that amounts to a firm com- 
_— that 130,000 would not be available for use elsewhere, would 
it 

Mr. Davinson. The difference there is since the reactivation the G. 
and T. integration contracts, SPA actually gets more back out of it by 
way of firm power than they are putting into it in the way 

Mr. Jonas. That is true under the Oklahoma contracts. 

Mr. Davipson. That’s right. 

Mr. Jonas. SPA and those contracts were with private utilities 
operating in the State of Oklahoma, very satisfactory contracts. 

Mr. Davipson. We are operating under them; yes, sir. 

Mr. Jonas. They are satisfactory, it has been testified by Mr. 
Wright. 

Mr. Davipson. Yes, sir; we are certainly satisfied with them. 

Mr. Jonas. And they are similar to contracts that have been made 


by SPA with some private utilities in Texas, known as the Texas 
contract ? 


Mr. Davimson. Yes, sir. 

Mr. Jonas. And under some of those contracts the entire hydro 
energy developed at some of the dams was turned over to the private 
companies and they firm it up and sell it back to Southwestern Power 
customers their requirements ? 

Mr. Davinson. That’s right. 

Mr. Jonas. So if Southwestern Power can deal satisfactorily with 
utility companies, the Oklahoma companies, and with the companies 
in Texas, and if other communities around the country can deal satis- 
factorily with them, such as the one I live in, we have no trouble get- 
ting fair rates, and we operate our light system, the city does, at a 
profit—we buy our power from a private utility. If other communities 
around the country and if Southwestern Power can do it, do you think 
you and the people you represent have really sincerely tried to make a 
satisfactory contract ? 

Mr. Davipson. All I can tell you is that the Public Service Company 
wants three times as much as we are paying now. They want more 
than twice as much than they are willing to take from the cooperatives 
in the State of Oklahoma, just because we are a municipality. I don’t 
think it is fair. 

Mr. Jonas. You know that the rates you are paying now have to be 
changed. 

Mr. Davinson. Yes, sir. 

Mr. Jonas. And is scheduled for increase now and has been for 
several years. 

Mr. Davinson. Yes, sir. 
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Mr. Jonas. So your rate is going up to probably 714 or 8.16 mills, or 
something. 

Mr. Davinson. Yes, sir; we have no objection to that. 

Mr. Jonas. What was the rate they offered you, 15 mills? 

Mr. Davipson. It would average 15 mills during the periods of time 
that we actually use the power, which would be approximately 3 
months a year. Then it would cost us $418 a month throughout the 
year, even though we wern’t using any power. 

Mr. Jonas. What will that average out in mills? 

Mr. Davinson. I haven’t figured it on mills. We figured it would 
cost about $8,000 per year. 

Mr. Jonas. I can’t follow that unless you reduce it to mills. What 
are you paying now for your power per year ? 

Mr. Davinson. Well, let’s see. We are paying for all of it—I would 
have to get those schedules. We have schedules of it. 

Mr. Jonas. You can’t give us much help if you can’t give us the 
figures. I would like to compare and find out how much this increase 
really will amount to, because some REA’s and some cooperatives 
around the country are paying from 12 to 15 mills for their wholesale 
power now, yet they sell to their customers at rates lower than yours. 

Mr. Davipson. You see, our power costs will be the same throughout 
the year, except in the 3 months, with the addition of $418 a month. 

Now, that for 10 months would be about $4,000 or around $3,500; 
$3.600 is what I think it is the way we figured it, in just standby power. 

Then during the 3 months that we use power, the rates that will be 
charged will amount to another $4,500, in addition to what we are 
paving SPA. 


Mr. Jonas. I took down a note when you were testifying. I thought 
you said the rate offered the town was from 11 to 15 mills. 


Mr. Davinson. That was the original rate, which we find out now 
is only available if we are willing to take it for 20 years. 

Mr. Jonas. Well, you mean the company would agree to supply 
all of your power requirements over a 20-year period at that rate ? 

Mr. Davipson. That’s right. Of course, from time to time it would 
cost us a different amount, but at the present time it would cost us 
between 11 and 12 mills. 

Mr. Jonas. Why do you object to the 20 years? Wouldn’t you 
rather have this issue settled ? 

Mr. Davinson. No. sir. You see, that is based on a comparison of 
a percentage of the SPA. Now, as the load growth in Skiatook in- 
creases, the percentage that the private company furnishes will in- 
crease, so that our costs of power will increase each year. 

Mr. Jonas. Is it your feeling that the Government of the United 
States has the responsibility of furnishing all your future power 
requirements in this municipality, even in excess of 

Mr. Davinson. The Government isn’t responsible for any more 
obligations than they have taken on through the policies that they 
have adopted in the contracts that they have entered into. . 

If they have the power available, and if we need the additional 
power, then I think it is the responsibility of the town officials and of 
the Department of Interior to meet those needs. 

Mr. Jonas. Mr. Chairman, I think before we go much further we 
ought to have Mr. Douglas Wright up here, or somebody from South 
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western Power, and find out if these statements made by the various 
witnesses that all this power is available are correct. 

These are pretty serious charges that have been made, and I think 
the people running the Department ought to have the opportunity to 
answer them when they are fresh. 7 

Mr. Cuuporr. Mr. Jonas, I think you raised that question once 
before, and I told you that we were going to get one phase of the case 
completed before we took the other phase. At that time I promised 
you that we would have Mr. Aandahl testify concerning the Interior 
Department policy and the charges made against it by the various 
witnesses. 

I am certainly going to give the Southwestern Power Administra- 
tion the opportunity to answer, if they so desire, at the time we have 
the witnesses from the Interior Department and the other Government 
officials. 

Mr. Davinson. I would like to hear what Secretary Aandahl has to 
say with respect to the statement he made to me. 

Mr. Cuuporr. Mr. Davidson, we are going to have Secretary Aan- 
dahl appear in Washington before this committee, before we close 
these hearings. I don’t know exactly when that is going to be, but 
it is going to be some time this year. 

We hope to get this report out before the end of the year, at which 
time you will have an opportunity, if you care to, to come and listen 
tohim. If you don’t care to, we will send you a copy of the testimony. 

Mr. Davinson. Congressman, I would love to be there, but I just 
can’t afford to do it on my own, and my little town can't afford to 
send me. 

Mr. Cuuporr. We will see that you get a copy of the transcript. 

Mr. Jonas. Mr. Chairman, I would just like to say that I am en- 
tirely familiar with section 5 of the Flood Control Act and the prefer- 
ence clauses, and I can read the English language, and I know that 
certain consumers of power are entitled to preferences, 

And if vou are correct in vour facts that you have apphed for 250 
kilowatts of extra electricity and were told that it is not available 
and then Southwestern Power sold 50,000 to a private utility, I think 
something is wrong and we ought to do something abont it. 

Sut 1 sort of dislike to see charges of that sort spread upon the 
record and published, without o}V) \ } her side an opportunity at 
the same hearing to say what they have to say about it. 

Mr. Davipson. Congressman, my testimony with respect to that is 
that I think it is being furnished under the Oklahoma contract—I 
mean, I am sure it is. They haven't entered into a new contract, or I 
don’t imagine that they have. 2) 

But the point is that the Oklahoma contract, as I understand it. 1S 
that if that power is available, that then they can sell it to them at a 
certain rate. 

Mr. Jon AS, Let Ine get straight what you are charging. You are 
charging that the Department of the Interior has refused to furnish 
Skiatook 250 kilowatts of power, on the ground that it 1s not avail- 
able? 

Mr. Davinson. Yes, sir. 

Mr. Jonas. And at the same time you say the Department 
furnished a private utility in Oklahoma 50,000 extra kilowatts / 
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Mr. Davinson. Yes, sir. 

Mr. Jonas. But you don’t say that was done under some new con- 
tract. You say it was furnished under the existing contract ? 

Mr. Davipson. If it is done under a new contract, I would know 
nothing about it. I would assume it is done under the Oklahoma 
contract. 

Mr. Jonas. How did you find out that Southwestern Power is doing 
that ? 

Mr. Davinson. Actually, I found out in a meeting in Oklahoma 
City with the Oklahoma statewide electric cooperatives from some 
people who knew it had happened, and I asked some officials. 

I thought it was 90,000, and when I mentioned that figure, they 
told me, “No; we are serving 20 and 30.” Now, I don’t know what he 
means by 20 and 30, but then the conversation got around to the point 
it was 50,000 they were actually furnishing. 

Mr. Jonas. Who is Mr. Neighbors ? 

Mr. Davipson. Mr. Neighbors is the head of the sales department 
of SPA. 

Mr. Jonas. And he is the only one who told you that they were fur- 
nishing 50,000 ? 

Mr. Davipson. Yes, sir. I believe he told Doug. I was talking 
with Mr. Wright. 

Mr. Jonas. You were very much interested in that because you 
were trying at that very time—— 

Mr. Davipson. Yes, sir. 

Mr. Jonas (continuing). You were talking in the presence of Mr. 
Douglas Wright ? 

Mr. Davipson. Yes, sir. 

Mr. Jonas. And this conversation came up in his hearing? 

Mr. Davinson. Yes, sir. 

Mr. Jonas. Mr. Neighbors made the statement ? 

Mr. Davipson. Yes, sir. 

Mr. Jonas. Now, why didn’t you ask Mr. Neighbors or Mr. Wright 
to explain to you under what conditions they were able to furnish 
these 50,000 kilowatts ? 

Mr. Davinson. I did, and they told me that they were doing it on a 
day-to-day basis, and they could stop it at any time. 

Mr. Jonas. Why didn’t you ask them under what contract they 
would do it? 

Mr. Davinson. I assumed it was under the Oklahoma contract. 

Mr. Jonas. Wasn’t it pretty vital to you to find out ? 

Mr. Davinson. The fact that they were furnishing an additional 
load of 50,000 kilowatts was all I needed for my purposes. 

Mr. Jonas. It wasn’t all you needed if the Oklahoma company has 
a contract that entitles it to that. 

Mr. Davipson. Well, they have a contract. So do we have a con- 
tract. Both of us have a contract with SPA. 

Mr. Jonas. But you didn’t inquire into under what circumstances 
the extra power was being furnished ? 

Mr. Davinson. Yes, sir, and they told me it was on a day-to-day 
basis, and that is why one of the proposals that we have suggested to 
the SPA is that we be furnished power under the same conditions, 
and I have set out in the proposal, in each of the three proposals, and I 
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have made references to that fact that the O. G. & E. is being served 
this power, and to the fact that they have increased the contract 
demand to the cooperatives. I have set those out in “whereas” clauses 
in the proposed amendatory contracts which we have already signed 
and delivered to SPA for execution. 

Mr. Jonas. Can you tell us what would have happened to the cus- 
tomers of the Oklahoma company if they hadn’t gotten the power‘ 
Did they have any other source of power available? 

Mr. Davinson. I don’t know. 

Mr. Jonas. You don’t know what town it is in? 

Mr. Davinson. Sulphur is where the plant is, but as to what other 
capacity they have in that area, it is my understanding—I am not an 
expert on these things, but it is my understanding—that all these 
power companies all over the United States are interlocked, and that 
they can shift power by moving it over section by section from one 
coast to the other. 

Now, that may be wrong, but that is my understanding, so that there 
probably would have been some way of taking care of it other than 
through the company contract. 

Of course, this was the easiest and, I think, the best, and if SPA 
has it available, it should be used for that purpose. 

Mr. Jonas. That is all. 

Mr. Cuuporr. I think Mr. Lanigan has a couple of questions. 

Mr. Lanican. You mentioned the fact that there is 130,000 kilowatts 
which have been allocated to the REA co-ops, but which they are not 
using at this time because their connections haven’t been built as yet. 
What is happening to that 130,000 kilowatts of power at the present 
time, do you know? 

Mr. Davinson. Well, they are using a portion of it. The rest of it 
is, I should imagine, just surplus power to the SPA. Whether they 
are at this time selling it to the private utilities under the Oklahoma 
contracts, I don’t know. 

Mr. Lanican. Now, you mentioned that Skiatook was willing to 
buy power at a higher rate than the Public Service Co. and the Okla- 
homa Gas & Electric Co. were purchasing it from SPA. Could you 
explain that ? 

Mr. Davipson. We are willing to pay any rate that the Federal 
Power Commission, in its judgment after public hearing, establishes. 
If they determine that it requires a higher rate to finance the hydro- 
electric portion of the dams, then we will pay it. 

As I understand it, over a 50-year period, regardless of what rate 
you pay in any 1 year, that it has to meet the requirements at the end 
of the 50-year period. 

It is only logical, since we have load growth in all of the communi- 
ties at the present time, and in the foreseeable future the use of elec- 
tricity will increase, that our rates should not be as high, possibly, as 
it might need today to meet the requirements when the expanded use 
of electricity in the future will average out over the 50-year period 
so that a more reasonable rate can be had now. 

Mr. Lanican. Now, when you first began to testify you mentioned 
how much income the municipal electric system was bringing to 
Skiatook. 

Now, it is often argued that the reason that municipal systems can 
sell their power at lower rates than private utilities is that the munic- 
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ipal systems pay no taxes, whereas the private utilities pay taxes, 
local property taxes, on the property they have in the city. 

Do you have any comparison between the income the city is paying 
from its own municipal system with the income that it paid from 
taxes before the switchover in 1951? 

Mr. Davinson. Yes, sir. 

The bill that the town paid itself for street lighting to the Public 
Service Co. was more than the taxes that the town derived from the 
Public Service Co. prior to the time we took over the system. Now 
the street lights, of course, are furnished through the municipal sys- 
tem, and the town doesn’t have that cost. 

Mr. Lanitcan. And then in addition, I believe you testified you were 
getting about $25,000 a year which is being used for municipal 
purposes ? 

Mr. Davipson. Yes, sir. 

Mr. Lanican. So actually the income from the city-operated sys- 
tem is higher than it would have been— 

Mr. Davipson. That cost was around $ 32,000. 

Mr. Lanigan. What has been the exper ience with the rates to the 
consumers before and after the changeover ? 

Mr. Davipson. We had told our people in the long battle that pre- 
ceded our taking over the system, that we anticipated a certain rate 
schedule. At that time it was considerably below Public Service Co. 
rates. 

We found out after we took over the system that in the meantime 
they had reduced their rates to approximately what we had told the 
people that we would give them. Therefore, there was no change in 
rate. We continued the same rate, which is a low rate, considering 
the comparable cities in the State of Oklahoma. 

I had another thing I wanted to say with reference to that, but it 
has slipped my mind. 

Mr. Lanigan. Was the low rate put into effect by the Public Service 
system only in the area of Skiatook ? 

Mr. Davipson. Yes, sir. 

And not only that, but we found when we took over the system that 
many of the customers hadn’t been paying electric bills at all, and 
we found all sorts of things of that nature. It was a big fight. 

Mr. Lanican. Would you say the fact that Skiatook took over the 
electric system aided the consumers in ne: arby areas, even though 
they were served by Public Service system ? 

Mr. Davinson. You are asking me now the comparison of rates in 
the immediate area. 

Mr. Laniean. I was thinking of the yardstick principle, the fact 
that the city was coming in at lower rates. Did that influence the com- 
pany to reduce i its rates in adjoining areas? 

Mr. Davinson. No. 

I have had personally a number of other towns talk with me about 
trying to take over their distribution system, and I have frankly told 
them that I don’t want to get involved in that kind of a fight again. It 
is just not worth it. 

It takes 7 or 8 years of the most vicious type of political activity, and 
as a result, what ‘Tam leading up to is the fact that the way the private 
companies carry on these fights, that your municipalities in Oklahoma 
just don’t have the stamina to get up and fight it through for all the 
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time that it takes. And as a result, they don’t pay too much attention 
to the benefits that could be derived from owning their own systems. 

Mr. Lanican. Under the Oklahoma contract between SPA and the 
Oklahoma Gas & Electric, and the Public Service system, you men- 
tioned that the private utilities take the power when it is available. 

Under the contract does the demand of preference customers take 
precedence in the availability of power over the Public Service Co. 
and the Oklahoma Gas & Electric Co. / 

Mr. Davinson. Yes, sir. 

The companies are entitled in certain portions of its contract, are 
entitled to certain types of power, along with and in lieu of power 
that the companies give to us for SPA. 

Then another section provides that in the case that SPA has addi- 
tional firm power, or additional power, that they can furnish it to the 
companies on a request and mutual agreement at a certain rate. That 

‘ate is about 4.2 mills. 

Then there is the dump power rate, which I think you are all fami- 
liar with, when the dams are all full and they have to let the water go 
anyway, and they can buy dump power, if they want it. Of course, 
at the present time we are not in a dump power situation in Oklahoma, 
so it must be under the paragraph where they are authorized to have 
the excess capacity at 4.2. 

Mr. Lanican. That isall the questions I have, Mr. Chairman. 

Mr. CuupborFr. Mr. Davidson, we want to thank you very much for 
giving us the benefit of your testimony. I think it was rather forth- 
right and highly controversial. 

In view of the fact that we have just completed the testimony of one 
witness and we are way behind schedule. we are going to have to 
change the rules and make it a little more practical. Right after the 
luncheon recess we will allow the various State groups to complete 
their preliminary statements before any cross-examination, because ] 
find as we get into cross-examination we will be with 1 witness prob- 
ably for 2 days. 

So you will arrange your schedule to allow your various State groups 
to give complete preliminary statements and then we will go on to 
the questioning when the statements have been completed. that is, by 
States. 

We are going to now take a luncheon recess until 25 minutes after 1. 

(Whereupon, at 11:55 a. m., the subcommittee recessed, to reconvene 
at 1:25 p.m., of the same day.) 


AFTERNOON SESSION 
Mr. Cucporr. The subcommittee will be in order. 


I believe the next witness is Mr. Lloyd Evans of the Oklahoma 
group; is that right ? 
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STATEMENT OF LLOYD EVANS, FAIRFAX, OKLA. ; VICE PRESIDENT, 
OKLAHOMA STATEWIDE ELECTRIC COOPERATIVE; PRESIDENT, 
KAMO ELECTRIC COOPERATIVE; PRESIDENT, INDIANA ELECTRIC 
COOPERATIVE; AND CHAIRMAN, OKLAHOMA STATEWIDE ELEC- 
TRIC COOPERATIVE ADVISORY COMMITTEE ON POWER FOR THE 
SOUTHWEST 


Mr. Evans. Mr. Chairman and members of the committee, my 
name is Lloyd Evans. I livein Fairfax, Okla. 

1 am president of the board of trustees of KAMO Electric Coopera- 
tive, a cooperative of cooperatives, with 8 members in Kansas, 3 in 
Arkansas, 8 in Missouri, and 7 in Oklahoma, the original plans of 
which were to serve all these cooperatives with power, and our situa- 
tion is a little different from some of the other G. and T.’s in the south- 
western territory, on account of the fact that we have no generating 
plant. Weare a distribution cooperative. 

My statement here will be very brief, and I wish to have it under- 
stood that in this statement I do not wish to be critical of Government 
officials or of the officials of the utility companies with whom we have 
tried to deal in the last 2 years under the change in administration 
policy that started in 1953 with their marketing criteria and the plan 
to curtail the activities of SPA, which really has made 2 very hectic 
years for the rural electric cooperative program and the G. and T-. 
program in the Southwest. 

There was uncertainty and confusion in trying to make the change, 
and a lot of expense involved, especially to the G. and T. cooperatives 
and to the companies. 

Our manager estimated up until 2 or 3 months ago that KAMO 
alone had expended approximately $14,000 in preparing the documents 
and our G. and T. power committee members attending meetings 
and conferences on this plan to integrate with the utility companies. 

These men, the Secretary, the Interior Department, and the officials 
of the utility companies, we think, were very sincere in what they 
thought would be a good program to take care of the REA program 
in the Southwest, but it was our opinion that they were misdirected 
and misinformed and had a theory that is like an invention, if it 
worked it was all right. 

It was a theory they were working on that we people of the REA 
program knew from long experience that we didn’t believe it could 
be worked out. Yet we went ahead and tried to go along with the inte- 
gration plan as proposed by the Interior Department and the Admin- 
istrator of REA, which plan we presume was pretty well laid out for 
them by the utility companies, something that they desired very much 
themselves. 

They had an objective in view, it seemed, from the proceedings that 
went on, that the utility companies would like very much to have com- 
plete control of all the power of Government hydro projects at the 
dam, and then they would parcel it out to the preferred customers ac- 
cording to their plan, which wasn’t quite in agreement with the Flood 
Control Act, we didn’t think, and it never did work out that way. 

The integration plan didn’t succeed during the 2 years of sessions 
that we had on it and planning and everything, because I think the 
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G. and T. systems and the REA program just wasn’t planned on that 
basis. It took too much to make the interconnections, for instance, 
with the G. and T.’s that were supposed to integrate with the power 
companies. 

In our case, the utility company figured that if they eventually car- 
ried out the plan that they had in view to take over the cable lines 
and facilities, they would spend in a very few years around $114 
million in making the physical connections and building lines that 
would be necessary to connect their system with the Government sys- 
tem, the SPA. 

Along with that, it would cost KAMO around three-quarters of a 
million dollars for their part of this deal, which would be very expen- 
sive to both parties concerned. 

[ think that was one of the reasons that the plan didn’t work, because 
the extra investment, which is quite an item in a deal like that, that it 
just didn’t justify going ahead with the plan, unless there was a big 
objective in the end. 

The rate that was offered, as near as we came to getting a rate from 
the utility companies, was not anything compared to what we were 
supposed to get on the power from SPA. 

Of course, there was to be taken into consideration along with that, 
too, that we knew, Douglas Wright of the Southwest Power Adminis- 
tration had told us for several years, that there was going to be a raise 
in the rates, that it would be necessary, which now, I suppose, is com- 
ing, and we are prepared for it. 

As we went along in these proceedings in the negotiations to inte- 
crate with the power companies, it was apparent to me that it just 
didn’t seem there was any common ground for us to get together on. 

The utility companies are in business to make money, and the rural 
cooperatives and the G. and T.’s are in business strictly just as a 
service institution, to serve their members and customers with power 
at the lowest rate that they can get. There is no thought of a profit 
in the REA business. 

So the utility companies and the REA were just set up on two differ- 
ent bases that were as far apart as the North Pole from the South. 

The G. and T.’s, the REA, Rural Electric Co-ops have not, to my 
knowledge as a board member, in the 15 years on our | cal co-op, we 
have never tried to interfere with the utility company business, with 
their operations or anything. We are in a field of our own. It is a 
field that the utility companies did not serve and showed no intention 
of serving. 

From that point, you might say that as long as we are not interfering 
with their business, and they are flourishing, anyhow, and they have 
made more strides in the last few years than they have in a number 
of years previous to the REA program, we feel that we should be 
allowed to go ahead with our REA program as it was set up and 
intended, and let the utility companies run their business and let us 
run ours in trying to give service to our members and customers. 

After 40 years T believe in general figures the Government power 
is only about 15 percent of the business in the United States, where 
the utility companies have about 85 percent, and this isn’t growing at 
too fast a pace, I mean in the other direction, that Government power 
is enroaching too much on the utility business. 
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We figured that this plan where the G. and T.’s were allotted the 
130,000 kilowatts to trade with utility companies was in a way con- 
trary to the Flood Control Act, because we were just borrowing it away 
to somebody else that was going to use it, and it wasn’t directly for our 
use as the Flood Control Act provided for the co-ops as preference 
customers. 

We are very happy with the turn that has been taken from the acts 
of the present Congress to reactivate the SPA contract, and are work- 
ing now on the amendments that were provided to be put into effect, 
and want to forget the past 2 years that were almost a nightmare to 
the rural electric program in the G. and T.’s, which is a vital part of 
the rural electric program. 

Mr. Chairman, I believe that is about all I have to say on this subject. 

Mr. Cuuporr. Mr. Evans, we want to thank you for coming in and 
giving us your statement. Would you just stand by until we have 
finished with Mr. Dillon, as I am sure there are some questions that 
we would like to ask you ? 

Mr. Dillon, will you come up, please ? 


STATEMENT OF H. M. DILLON, OKMULGEE, OKLA., MANAGER, EAST 
CENTRAL OKLAHOMA ELECTRIC COOPERATIVE; AND MEMBER, 
OKLAHOMA STATEWIDE ELECTRIC COOPERATIVE ADVISORY 
COMMITTEE ON POWER FOR THE SOUTHWEST 


Mr. Ditio~. Congressman Chudoff, Congressman Jonas, and others 
of the committee staff, my name is H. M. Dillon. I am the manager 
of strictly a distribution cooperative, the East Central Oklahoma 
Electric Cooperative at Okmulgee, Okla. 

Our area is approximately 40 miles south of Tulsa, and is something 
in the neighborhood of 45 miles square on all sides. 

Our cooperative is one of a group of six cooperatives in Oklahoma, 
comprising those cooperatives in the extreme southeastern part and 
east-central part of Oklahoma who purchase power directly from the 
Southwestern Power Administration. 

In 1953 our total purchases were in the neighborhood of 13,670 
killowatts demand. In 1954 they had increased to approximately 
16.750. In 1955 the figures are approximately 19,210. 

We have planned for load growth, and have for the last several 
years discussed that load growth with various officials of the South- 
western Power Administration. 

We well recognize restrictions that are involved in our contract 
with SPA, subject to the limitations of power that they have available. 
And yet the original basic plan of this entire situation was that we 
were to be furnished normal load growth, and the plan was outlined 
on that basis, not by us, but by officials of the Southwestern Power 
Administration. 

True, that we knew the contract limitations. Let’s look at this 
picture from another standpoint. 

We are in almost exactly the same position that the municipal 
power and light plants are. There are six of us distribution coopera- 
tives in Oklahoma alone buying direct, and there are 12 municipalities 
in Oklahoma and one in the edge of Arkansas that are pretty much 
in the same boat. None of us cooperatives have any generating 
capacity. 
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Therefore, we are not in a position to utilize peaking power as 
peaking power from the Southwestern Power Administration. We 
can’t use it. The peaking power is wothless unless you have generat- 
ing equipment to firm that peaking power and take care of the bal- 
ance of your load. 

The only place that it could be used, possibly, would be during an 
hour or two of the day, say, in the case of the average distribution 
cooperative in rural areas from, say, 5:30 to 7:30 or 8 o’clock in the 
evening. That is not practical from a standpoint of distribution. 
The majority of your municipal power and light plants are in the 
same situation. 

Now, a few of them that are listed and have been listed to you 
gentlemen before do have very small pieces of diesel engine generat- 
ing equipment, and in one or two cases have a smal] steam plan which 
have in practically all cases been allowed to more or less rust away. 
They have not been used, because they are high-cost pieces of gen- 
erating equipment. 

Therefore, it seems to me you people can plainly see this situation ; 
that when the Government, through the Secretary of Interior and the 
Assistant Secretary, makes the statement that they have only peaking 
power to sell, they in effect restrict their sales to those organizations 
that have substantial generating equipment, and where are they ? 

Naturally they are the privately owned power companies in the 
area. 

Now there is one other place that has generating equipment and 
one other group, and that is the generation and transmission coop- 
eratives, particularly those that have generating equipment. 

The KAMO organization is a transmission only cooperative, in 
that it does not have generating equipment with which to firm up 
peaking power. 

The whole basis of this discussion for years back in the old orig- 
inal contracts was this: that the generation and transmission coopera- 
tives who had borrowed a total of over $70 million from the Rural 
Electrification Administration would, of necessity, have to have an 
integration of some sort with the Southwestern Power Administra- 
tion, and preferably with the private power companies at the same 
time. 

And I think you will find that that is in the back of their heads, 
every one of them today. They want to integrate closely with South- 
western Power Administration, but even beyond that they need des- 
perately to have integration with their local privately owned power 
companies in the area. But the one integration with Southwestern 
Administration must precede the other integration that can be worked 
out. 

Now, in getting to this preference situation, I think there is no 
question in any of your minds as to the way the law is written. I am 
not a lawyer. I am more or less of an engineer in charge of one of 
these co-ops as manager. I think I understand the basic facts. 

I am not going to bore you with a great many technical details. 
But I do think that we need badly to understand the difference be- 
tween the commitments of power and power blocks that can be ac- 
tually used. , 

I have a letter here that I wrote Mr. Ancher Nelsen, Administrator 
of REA, as manager of our co-op, and in fact as chairman of the 
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group of the six cooperatives, which I was at that time, after we had 
received from Mr. Douglas Wright a statement to the effect that, ef- 
fective as of a certain date we were going to be strictly limited to our 
contract demand. 

Let me add one point there that has been mentioned previously. 
Any one of us could have contracted for a far greater contract demand 
that was written into our contract, but I hope you gentlemen under- 
stand what that would do to our rate. 

We are obliged to pay on the basis of that demand, and so many 
hours’ use of that demand, and if we had at the time that we needed 
only a thousand or, say, 1,500 kilowatts demand, had contracted for 
2,500, our cost would have been approximately 30 percent greater than 
had we contracted reasonably close to the demand required to the use 
of that particular cooperative or municipality, in either case. 

To go back, I believe it was in the early part of 1954 Assistant Sec- 
retary Aandahl and Mr. Ancher Nelsen agreed that the generation of 
transmission cooperatives were to be assigned a block of 100,000 kilo- 
watts. 

Later it was found necessary to increase that to 130,000 kilowatts, 
because of the drought and the lesser number of kilowatt-hours that 
were available for each kilowatt of demand. That 100,000 kilowatts 
of demand and those hours’ usage of that demand was a committed 
requirement of the Southwestern Power Administration. 

Actually, I am quite sure that you will find that there was con- 
siderable opposition to such a commitment on the part of the admin- 
istrative end of the Southwestern Power Administration at the time 
that that commitment was made. It was more or less pulled out of the 
air by Assistant Secretary Aandahl and by Mr. Nelsen as a commit- 
ment and Mr. Nelsen had a perfect right to ask for that, for the simple 
reason that as an agency of the United States Government, the REA 
under his administration and under previous administrations had 
loaned those generation and transmission cooperatives some 72 or 73 
million dollars. They were trying to protect that investment. 

But that was not power that those generation and transmission co- 
operatives could at that time utilize. They knew it, and the South- 
western Power Administration knew it. 

But they in turn wrote the direct users of power which includes 
not only the six cooperatives in our State and the municipals, but in- 
cludes a number of cooperatives in the Southwest who were buying 
power directly from SPA, and some of the municipals. 

They were told that on account of this commitment their power 
would be stopped short at their contract demand. 

I am trying to give you the background of this thing, rather ac- 
curately, so you can see what had happened. 

Actually those G,. and 'T.’s weren’t in a position to use over one-half 
of that 130,000 kilowatts at the time that that commitment was made 
tothem. We all knew that, they knew it, SPA knew it. 

And yet under the guise of what we think—we are not in position 
to say, but what we think—was administrative discretion, that was 
used as the stumbling block to remove future power purchases from 
the category of the possible on the part of those distribution coopera- 
tives and municipals that wanted to buy direct. 


And we were put in a pretty tight spot. 
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I received this letter from Douglas Wright under date of February 
4, giving us a particular date that after which we would be limited 
to our contract demand. I wrote Mr. Nelsen, and incidentally I got 
a long-distance call from him. At that time the figure was 100,000, 
not 130,000, because the drought hadn’t become so serious that the 
hours’ usage of that demand had to be increased in order to give a 
certain amount of kilowatt-hours which was needed. 

This thing got pretty hot. There were some extensions granted by 
them and there have been extensions granted to us REA- financed co- 
operatives quite recently. 

We were first told around September 1, and now we have had our 
time extended to October 20 on this threatened cutoff. Practically 
every one of these six cooperatives have exceeded their contract de- 
mand. I believe there is one in the group that has not. Our cooper- 
ative has been as much as 25 percent over its contract demand and has 
consistently been so for the last 8 or 9 months. 

That fact that we were purchasing more than we had contracted 
for had in no way hurt SPA’s power situation, because of the fact 
that I have outlined, that the committed power to the generation and 
transmission cooperatives could not be utilized by them at that par- 
ticular time. 

Now, let’s take just a glance at where that power was going, and that 
is one of the big reasons that Southwestern Power Administration 
today is operating at a $6,300,000 figure as a deficit, as mentioned by 
you, Congressman Jonas. 

That power that could have been sold, a world of it, to the people 
that really needed it, and were willing to pay an average of 6.5 or 6.7 
milis at 50 percent load factor, such as the cooperatives and the 
municipals, possibly a little better load factor than that, somewhere 
around 6.3 mills average cost, that power had to be sold because you 
can’t store anything other than hydropower in the form of water. 
You can’t do that. 

That power in turn had to go to your private power companies at 
from 3.75 to 4.1 mills, and in many cases was sold during the time that 
there was high water at as low as 1.75 mills. 

Those facts combined with the drought situation in the Southwest 
in 1953, as well as 1954 substantially caused the $6,300,000 deficit fig- 
ure of SPA. 

I think there is very little question about that. I believe SP.A’s own 
books, from their own figures will substantiate that. 

Now, let’s take one further look at these six cooperatives and I am 
through. 

Out of our 6 cooperatives, + of us have very substantial oil-pumping 
loads throughout our area. These are not commercial loads that were 
desired, or even wanted by private power people, because they are 
wey out in the country. 

In the case of our particular cooperative they are very small single- 
phase loads, 5, 7.5 to 10 horsepower single-phase motor oil-pumping 
loads. The power company couldn’t begin to justify it. 

Now, as those loads build up, we do very frequently get one of these 
oil producers that wants to get into a water flooding operation and he 
has graduated from common school into high school in his powe1 
situation. Then he wants a large power contract. 








26S ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


The moment that we try to negotiate with a 75 kilovolt-ampere load 
or greater, any contracts that we might have with the private power 
companies penalize us severely, the reason being that they feel that 
they are ordained to handle everything at 75 kilovolt- ampere or above, 
and everything that involves a town of over 1,500 people. 

Well, there is some justification for that. The REA Act was orig- 
inally written to the extent that we could not operate in towns above 
1,500 except by special approval of the Administrator. 

We grant that. Those power loads were most essential to our 
people. 

It might shock you people somewhat to know that in our particular 
cooperative we are serving 6,700 people, 950 oil wells, approximately 
5,000 farmers, and the balance of them nonfarm small unincoporated 
communities, school, and churches, and that out of those 5,000 farmers, 
only 32 percent of those farmers own and live on their farms—68 per- 
cent of our people are tenant farmers. 

I never will forget the second day Ancher Nelsen was administrator 
I happened to be in his office with some other fellows, and he asked the 
same question that some members of this committee asked. 

He said “You fellows are up here fighting to get and keep a low 
SPA rate.” To paraphrase Mr. Nelsen, he said that we can operate 
very satisfactorily with a power cost of a cent point two, and 1.3 mills, 
and he says why the difference ? 

[asked him, I said, “I am going to ask you one question, Mr. Nelsen, 
in answer to your question. W hat percentage of your farmers own 
and live on their own farms?” 

He says, “Well, Dillon, it has dropped, it has dropped markedly in 
the last 5 vears. [should say it is about 92 percent.” 

I said, “You take 60 pere ent off of that, and you w ill see the situation 
in the average cooperative in east central Oklahoma.” 

He wouldn’t believe it. He said, “I am coming out to Oklahoma,” 
and he did, and he remembered my statement because I ran into him 
at an annual meeting in the western part of the State, and he said, “I 
have flown over a substantial part of western Oklahoma and have ex- 
amined these farms. I think I see what you are talking about.” 

That is the difference, every difference in the world. And all the 
further reason why we are obliged to have a certain amount of com- 
mercial growth. 

Now, when these final edicts or letters, rather, came from Southwest- 
ern Power Administration very recently telling us that we would be 
obliged to enter into negotiations with the private power companies, 
we did so asa group of six distribution cooperatives. 

We met with them, and they included the presidents in each case, 
Arnold Kennedy, Dick Lane, and their executive men that were di- 
rectly in charge of the power companies. 

We negotiated with them. What was the trouble? From one of 
those two private companies we secured an agreement which wasn't 
too bad. It was one under which we could live, although we still don’t 
like the dual rate. 

By that I mean a different rate based on the size of the load that the 
cooperative serves. They gave us a rate which would figure out just 
about what the SPA figure i is now, a 60 percent load factor around 6.7 
mills, 
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And they gave us a penalty of 1 mill, where we serve large power 
loads that were nonconforming or entered into agreements with a 
small town where the population exceeded 1,500, 

The other private companies submitted us this sty le of a contract, 
the same thing, exactly on conforming loads, under 75 kilowatt-am- 
peres, everything above that better th: an double that rate. It went 
from 6.7 to 14.2 mills. 

In other words, I want to call your attention to the fact that there 
ure two major pr ivate power companies in Oklahoma. There is that 
much variance in their thinking. 

Now, it would seem that their thinking is based somewhat on feelings 
in the matter, rather than facts, or they would be much closer together 
in the proposals that they have submitted to the six cooperatives that 
are at this time still purchasing power directly from Southwestern 
Power Administration. 

Now, after we had been warned repeatedly that we must go back to 
these two power companies and continue to negotiate, we h: ad been so 
warned by Southwestern Power Administration, indirectly we have 
been warned by the Federal representatives of REA the mselves that 

“You fellows get going, you can’t afford to sit back here”; well, the 
picture changed, of course, between the time these contracts were sub 
mitted to us and now, in fact, and since the time that the reintegration 
of the SPA contracts were approved by the last Congress. 

And we tried to get these two major power companies to meet with 
us. So far they have stalled us. We don’t know what will happen 
bet ween now and October 20. 

We will very probably be in the same position on October 20 that 
James Davidson and his municipal power and light group are at this 
particular time. 

One more word about this situation of Sulphur, Okla., where SPA 
picks up, whether it is 50,000 or whether it is 80,000 I can’t say. I 
believe SPA admits picking up about 50,000. 

Now, they are going to make the statement to anyone that investi- 
gates that that is peaking power, and they are probably going to be 
ble to pretty well prove their case. There is no use questioning that. 

And it is true that during last year’s drought and even a small per- 
centage in the previous year, in 1953’s drought, there were some 
kilowatt-hour and kilowatt demand, some hours’ usage of that demand, 
or kilowatt-hours that was deferred. But certainly nowhere near 
50,000 kilowatt demand with 10 to 12 hours’ operation for a period of 
60 to 90 days’ time. 

Now, vou figure that one out. That is several million kilowatt-hours. 
Such peaking power is only of value to a cooperative that has a sub- 
stantial enough investment that it can justify owning generating 
equipment, and basically, gentlemen, that is the reason why the 
G. and T.’s were born in the first place. 

I want you to see that. I believe you do. The individual distribu- 
tion cooperatives were not of size enough that they could afford to 
install generating capacity, by the same token that a small town like 
Ski: atook, which Mr. Davidson so ably represented, or any other small 
towns in this group that are represented as small purchasers; those 
boys can’t afford to put in generation because small generation units 
will cost them 2 cents per kilowatt-hour of generated power. 
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Their only hope of getting power that is on a reasonably equitable 
basis is to tie in to a source of power that has both steam firm power 
and hydro power. 

I may not have made myself clear. I have done the best that I could. 
I would appreciate, at such time as the questions are to be asked, any 
questions that you might care to inquire, especially as regards the six 
distribution cooperatives, and what we see as the policy of REA, and 
the extent to which the present Secretary of the Interior and the 
Assistant Secretary’s policies have desperately hurt us, and will con- 
tinue to do so to an even greater extent. 

I do want to turn in a copy of this letter here and this schedule of 
power requirements of these particular distribution cooperatives. 1] 
think that is all I have to say. 

Mr. Cuuporr. Mr. Dillon, I think you referred to the letter, but I 
don’t think you read it. Now, if you want it in the record you will 
have to read it. 

Mr. Ditton. Does the same thing apply to this schedule ? 

Mr. Cuvuporr. If you describe the schedule 

Mr. Dituo0n. I had described the schedule and quoted a number of 
figures from it. 

Mr. Cuvuporr. Without objection we will admit the schedule in the 
record. a 

(The schedule referred to is as follows :) 





Schedule of future power requirements of 6 REA financed cooperatives now 
purchasing power direct from SPA, Feb. 15, 1954 























Kilo- Estimated kilowatt demands 
watt te alice  haeiah pe a ee 
REA cooperatives (6) demand, 
actual, 1954 1955 1956 1957 1958 1960 
1953 
Seminole | 3, 868 4, 835 5, 044 6, 305 7, 881 9, 851 13, 000 
Ada . | 3, 761 4, 250 4, 890 5, 605 6, 060 6, 560 8, 000 
Hugo ails ; 1, 709 2, 112 2, 426 2, 789 3, 202 3, 682 4, 500 
Durant eimai | 1, 426 1,711 2, 053 2, 464 | 2, 956 3, 548 4, 2M) 
Wilburton. sae cua ae 1, 374 1, 699 1, 982 2, 265 2, 548 2, 831 3, 500 
Okmulgee (4 substations only) _ | 1, 530 | 2,170 2,815 3,175 | 3, 540 | 3, 900 5, 000 
— -- — — SS | -i—— _ ‘ese ——E 
Total kilowatt demands ! 13, 668 | 16, 777 19, 210 22, 603 26,187 | 30,372 38, 200 
Municipals (13), 12 in Okla- | 
homa, 1 in Arkansas; total 2 3 6, 300 7, 650 8, 400 | 9, 200 | 9, 900 10, 500 | 12, 000 
Grand total on _| 19,968 | 24,427) 27,610 | 31,803 | 36,087 | 40,872 50, 200 


1 Load factors estimated from 45 percent to 75 percent. 

2 Load factors estimated (average) at 50 percent. 

3 Total requirements for the 13 municipals are as submitted by J. R. Willis, chairman of the municipal 
power procurement committee and electrical superintendent of the citv of Granite, Okla. Other munic- 
ipal’s requirements included are those at Purcell, Anadarko, Wetumka, Skiatook, Lexington, Goltry, 
Crescent, Spiro, Ryan, Yale, Eldorado, and Hominy, Okla., and Clarkesville, Ark. 


Mr. Cuvuporr. I would like you to read the letter, because I can’t 
rule on its admission unless I know. 
Mr. Ditio0n. I understand perfectly. 


Fesruary 6, 1954. 
In re Oklahoma 23 Okmulgee relations with Southwestern Power Administration 


Mr. ANCHER NELSEN, 
Administrator, Rural Electrification Adminstration, 
Washington, D.C. 


Dear Mr. NELSEN: During the meeting of the Oklahoma Statewide Electric 
Cooperative, held in Oklahma City on January 28 and 29, we first heard the re- 
port from the group of representatives involving some six generation and trans- 
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mission cooperatives in Missouri and Oklahoma, who had met with you, Assist- 
ant Secretary of the Interior Fred G. Aandahl, and Mr. Douglas G. Wright, Ad- 
ministrator of the Southwestern Power Administration. 

Apparently a commitment of some 100,000 kilowatts demand was made by 
Assistant Secretary Aandahl, and, in view of the fact that the combined firm 
steam generating capacity of these same G. and T. cooperatives was approxi- 
mately 80,000 kilowatts, it appeared that a very favorable arrangement had been 
worked out. 

You are certainly to be congratulated for assisting so materially in these nego- 
tiations with Assistant Secretary Aandahl and Mr. Wright. 

We believe, however, that you will be very much interested in reading that 
attached verbatim copy of a letter written by Mr. Douglas G. Wright, adminis- 
trator of Southwestern Power Administration in Tulsa, which letter was received 
by us on the morning of February 4, 1954. It is apparent from this letter that 
this commitment of some 100,000 kilowatts for the 6 generation and transmission 
cooperatives in Missouri and Oklahoma has quite definitely affected the amount 
of kilowatt demand available to the Oklahoma operating companies, Oklahoma 
Gas & Electric Co. and Public Service Company of Oklahoma, from the South- 
western Power Administration. As a direct result, our cooperative, as well as 
some five other cooperatives in Oklahoma, will feel very keenly the restrictions 
in increased power to be made available from the Southwestern Power Adminis 
tration. 

During the last 4 months our cooperative has purchased from SPA the fo! 
lowing : 


Kilowatt Kilowatt- Amount of 

demand hour usage billing 
October... sé : eae fae see 1, 444 256, 920 | $2, 969. 00 
November-----.-- $2 need denn eems 1, 513 312, 700 | 3, 293. 35 
December --.-- - 1, 530 331, 260 3, 390. 54 
January - - wal egies mab pic ine alnelalbanbdahincues : 11, 160 277, 700 | 2, 678. 80 


| 
‘ 








1 During the latter part of December, our Keefeton substation load was transferred to the new Summit 
substation of KAMO Electric Cooperative, Inc., of which organization our distribution cooperative is a 
member. The load transferred amounted to 415 kilowatts demand, and with a usage of 178,500 kilowatt- 
hours. 


At present our cooperative is served at 4 substations, 3 of them known as our 
Schulter, Bald Hill, and Eufaula substations, being handled by Southwestern 
Power Administration on a 20-year contract agreement basis, due to the fact 
that these areas were not included in KAMO’s $10,500,000 loan, KAMO’s E sec- 
tion, and, further, to the fact that KAMO’s board of trustees gave us a formal 
release and permitted us to execute 20-year agreements with SPA at these three 
sources. The fourth source of power served by SPA is our Bristow substation, 
which is on an interim short-term agreement with SPA to furnish us power 
until such time as KAMO Electric Cooperative, Inc., completes their Bristow 
substation, at which time we plan to transfer this load to KAMO. 

In the case of 5 other cooperatives in the south central and southeastern por- 
tions of Oklahoma, it is our understanding that the entire power requirements 
of these 5 cooperatives is dependent on power from the Southwestern Power Ad- 
ministration. We are taking the liberty of calling this matter to your attention 
and are wondering if it might be possible for this matter to be reconsidered so 
that at least a limited amount of additional power could be secured by the five 
cooperatives and our cooperative, to the extent that we are all dependent on 
power from the Southwestern Power Administration. * * *. 

It is certainly not our wish to disturb the arrangement that was worked out. 
but, on the contrary, we believe you can readily judge from Mr. Douglas G 
Wright's letter of February 3, that this situation will become one that will seri- 
ously cripple the future load growth of these cooperatives in Oklahoma that are 
not members of either of our two generating and transmission cooperatives in 
this State, namely, Western Farmers Electric Cooperative, Anadarko, Okla., and 
KAMO Electric Cooperative, Vinita, Okla. 

We are quite sure that you will very likely hear from several of these other 
cooperatives in Oklahoma, and believe you can readily see the problem with 
which we are faced. 
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Any assistance that you and your staff can render us in connection with this 
matter of power purchased directly from Southwestern Power Administration 
in this part of Oklahoma will certainly be very much apprec iated. 

May we have your cooperation? If possible, we shall appreciate vour advising 
us how we can best work with REA and SPA toward making available such addi- 
tional power as our steady growth will require. 

Yours very truly, 
H. M. Ditton, Manager. 

Mr. Cuuporr. That letter will be admitted in the record. 

Now we would like to get back to Mr. Evans for questioning. 

Mr. Austin, do you have any questions to ask Mr. Evans? 

Mr. Ausrin. Just 1 or 2 questions. I would just like to ask you to 
give a brief comment on whether your negotiations leading to com- 
plete reactivation of the KAMO-SPA contract have been progressing 
satisfactorily. 


FURTHER STATEMENT OF LLOYD EVANS, FAIRFAX, OKLA.; VICE 
PRESIDENT, OKLAHOMA STATEWIDE ELECTRIC COOPERATIVE; 
PRESIDENT, KAMO ELECTRIC COOPERATIVE; PRESIDENT, INDIAN 
ELECTRIC COOPERATIVE; AND CHAIRMAN, OKLAHOMA STATE- 
WIDE ELECTRIC COOPERATIVE ADVISORY COMMITTEE ON POWER 
FOR THE SOUTHWEST 


Mr. Evans. Yes, sir; at the present time they are. Our manager 
and attorney and our chief clerk are spending quite a bit of their 
time every week working on these proposed amendments right now 
in conjunction with the SPA office at Tulsa. 

Mr. Austin. Does KAMO have any generation ? 

Mr. Evans. KAMO has no generation ; no, sir. 

Mr. Austin. So all of your power then would come from SPA to 
the distribution cooper atives that make up KAMO/? 

Mr. Evans. Yes, sir: that is the Missouri section. In Oklahoma we 
have arrangements with the Grand River Power, GRDA, Grand 
River, State agency. 

Mr. Austin. So far as SPA was concerned, then, the minute Con- 
gress had passed this new appropriation bill with instructions to 
SPA to reactivate those contracts with changes, they did take what 
ever steps were necessary to begin serving you people under the old 
contracts that had once been deactivated; am I right about that? 

Mr. Evans. Well, SPA had continued to serve us in Missouri 
through interim contracts all through these 2 hectic years that I 
mentioned. 

We didn’t know, though, from one month to the next what kind of 
a contract we were going to have. They would be extended maybe 
for 30 days, maybe for 90 days. We did continue getting power from 
SPA at the schedule A rate. 

Mr. Austin. That was a little nervewracking, I take it. 

Mr. Evans. It was worse than that. 

Mr. Austry. In your negotiations during those 2 years, the nego- 
tiations that you described - very ably there, were you ever given any 


hydro assignment by SPA with which you could negotiate with the 
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Mr. Evans. Well, we were supposed to have a slice of that 130,000 
pool, and it never did get to the point of where it was divided up as 
to how much. 

We sort of had a tentative schedule of how much we would have 
for dealing with the two power companies that KAMO was dealing 
with. 

KAMO was dealing with two utility companies in this proposed 
program of integration with utility companies. One of them was 
Empire District Electric of Joplin, and the Missouri Public Servi 
Company of Warrensburg. 

Mr. Austin. If you had had the assignment of hydro by exact 
amount, would that have assisted in your negotiations / 

Mr. Evans. Well, ho. The negotiations went forward on the 
assumption that we would get a fair share of that 130,000. 

Mr. Austin. Your negotiations didn’t get to the point where you 
had to know how much you had to negotiate with; is that right 

Mr. Evans. No, sir; not definitely. 

Mr. Austin. Thank you. 

Mr. Cuuporr. Mr. Evans, I believe you testified that so far as 
your organizations were concerned, you had no quarrel with any of 
the administrators of the present power policy in the Southwest, but 
that it wasn't nen to change that policy. Can you tell us why‘ 

Mr. Evans. Well, I don't know whether you quoted me right on 
that or not. I said that we went along with their desire for us to 
enter in the negotiations. 

We presumed that they were sincere and honest in their idea that 
it would work. In fact, they evel houred that it coul l | be done in 2 

r3 months. 

Well, they found out that one thing led to another, that there were 
so many confusing details that interlocked with your utility compani 
and the SPA facilities and KAMO’s facilities and the hydro power, 
there had to be an agreement on every one of those things. and then 
in this poo] in Missouri there were + private utility companies and 4 
G. and T. cooperatives, and they tried to work out a master plan for 
all at the same time, and the longer we worked at it, it seemed like 
the more confusing it got. 

Mr. Cuvporr. It appears to me, Mr. Evans, that two of the most 
important problems in this particular situation is, No. 1, whether or 
not there is sufficient power available and, secondly, whether or not 
the change in policy would affect any rate change in cost to consumers. 

Now, I wonder if you can tell us if the change in policy by the ad 
ministration affected the power available to the consumer firstly and, 
secondly, whether it could cause an increase in rates / 

Mr. Evans. Well, I think both questions there were rather serious. 

This allotment of power, the 150,000 that we talk about, any one of 
the two larger utility companies we were dealing with, the Union 
Electric of St. Louis and Kansas City Power & Light could have 
used the whole thing. But the rate was about the last thing that we 
ever got close to in our integration negotiations. 

As I remember, it would be around 8.5 mills, which is quite a dif 
ference bet ween the 5.2 that we were paying SPA. 

Mr. Cuvcporr. And asa result of that increase in rate, it would meat 
increase in cost to the consumer. 

Mr. Evans. Yes, sir: it would have to be passed on. 


274 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Cuuporr. I think you also testified, Mr. Evans, that the change 
in policy was dictated or written or thought up by the private utility 
companies, is that right? 

Mr. Evans. Yes, sir; I would say it seemed that way to us, because 
we had often heard it said, or it might have been secondhand talk, 
that the utility companies had made the boast that if they could ever 
just win 1 election and control 1 Congress, that they could get that 
thing set up the way they wanted it. 

Mr. Cuvporr. Do you have any specific facts that would corroborate 
your statement ? 

Mr. Evans. No, sir. I qualified that by saying it was just second- 
hand talk. 

When they did get control of Congress you can see what they started 
in todo pretty quick. 

Mr. Cuuporr. Now, do you think that the Congress of the United 
States could, by passing of specific acts, eliminate the possibility of 
a policy, the possibility of a change of policy, or do you think the 
Congress should stay away from policymaking ? 

Mr. Evans. W ell, just one instance there, you know the first thing 
Congress did, they appropriated a continuing fund, but specified 
that not one dime of it should be spent for buying steam power from 
the G. and T.’s. Well, that immediately invalidated our contracts with 
SPA, because that is the basis that they were made on. 

Mr. Cuvporr. So that you think we need an act of Congress that 
would either reinstate or validate or revalidate your agreements, is 
that right? 

Mr. Evans. What was the first part of your question ? 

Mr. Cuuporr. Reinstate or validate, you think we need an act of 
Congress. 

Mr. Evans. Well, the things that went with it were two. First was 
making the appropriation for the continuing fund to put in operation. 
The contracts couldn’t operate without the money to buy the steam 
power with which to make the energy. 

Mr. Cuvuporr. I understand that, but you must remember you are 
a power expert. You deal in power. You eat it for breakfast, lunch. 
and dinner. 

We are lawmakers. Some of us come from areas, like myself, that 
don’t have any problem at all with power. The only thing we know 
about power in Philadelphia is we press a switch and the light goes 
on, or the utility company gives us enough power to start our air-con- 
ditioning unit or our vacuum cleaner, or something like that. 

We would like very much to know in your opinion what you think 
we ought to do about this situation, in order to eliminate some of the 
problems that you have with the power policy of the present adminis- 
tration. 

Mr. Evans. Well, as I said in my statement, we are very happy that 
we are returning and able to reactivate these SPA contracts as we 
originally planned to do, as all our systems were planned on. 

The generating plans were put in for that purpose. I don’t know 
how firm, how far you could go in making that a permanent deal. 
Certainly we would like to see it continued indefinitely and know that 
it will be. 

Maybe someone else can give you an answer as to how that can be 
done. Iam not an expert. 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 275 


Mr. Cuuporr. I understand that. One of the reasons why we are 
here teday, Mr. Evans, is to get your thoughts on the problem and also 
the facts surrounding it. 

We appreciate your giving us the things you have to the best of 
your ability. I don’t know how some of these things can be worked 
out. Some of the problems that you have couldn’t have been foreseen. 
Sometimes you won’t know about a bridge until you come to it. 

But we certainly would like the benefit of the knowledge of the 
people affected in these areas by these policies, so that we can give the 
best possible power program at the least possible cost. 

Do you have any question, Mr. Jonas? 

Mr. Jonas. Yes, I would like to ask both of these gentlemen a ques- 
tion or two. 

First, | would like to say, Mr. Evans, that I rather resent your state- 
ment about private utilities having any control over Congress. 

As far as I am concerned personally, 1 would like for the record 
to show that I have no interest in any private utility. I don’t own 
any stock in one, I have never owned any stock in one, I have never 
represented one as a lawyer, but I am representing some taxpayers, 
and it is sort of difficult for me to understand why it becomes neces- 
sary for the Federal Government, after it has built the dams and 
made the peaking power available, why it becomes necessary or why 
you people in the Southwest think it is necessary for the Federal Gov- 
ernment to continue to put up millions of dollars of money to acquire 
steam generating facilities to firm up this peaking power. 

Now, will you explain to me why you think it is the responsibility 
of the taxpayers I represent to help pay those bills / 

Mr. Cuvuporr. Before you answer that question, Mr. Evans, I would 
like to get the record straight. 

My recollection of your testimony is that you didn’t accuse the utili- 
ties of having control over Congress, but you did accuse the private 
utilities of making policy for the present administration on the public 
power program. 

Mr. Jonas. He gratuitously threw in the comment that somebody 
had told him that some private-utility representative had made the 
statement as to what they would do w hen the »y got control of Congress 
through another election, and that is the sort of innuendo and loose 
talk that I want to say to the witness | personally resent. 

J ra like for you to know that I am not beholden to any utility, 
but I don’t understand why you can’t buy power from the private 
wtilities at reasonable rates in the Southwest when they do it all over 
the United States, and when they actually do it in the Southwest, be 
cause some of the REA’s and the co-ops in the Southwest are buying 
through the Oklahoma contracts and the Texas contracts. 

Now, what is there so wrong with trying to make a deal with the 
private utilities to acquire your power needs over and above those 
that may be furnished through the hydro power that is available in 
these dams? I would like for you to discuss that 1f you don’t mind. 

Mr. Evans. Congressman, I would beg your pardon first, if you 
took the wrong meaning of my statement “about Congress. We know 

that the utility companies don’t control Congress, even though they 
have, we understand, spent in the last several years several million 
dollars or so up there, with a very powerful lobby. 
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Mr. Jonas. May I point out that the REA’s have their lobbying 
activities there, too, and they freely admit it and they have admitted 
it in testimony before this committee. 

I don’t know of any organization in the United States that isn’t 
represented by lobbies in Washington. 

So far as I am concerned, I don’t know how you can run them out 
of Washington. It is not only the utilities that have lobbies, the 
REA’S, the postal workers, farm organizations, manufacturers, and 
the railroads all have lobbies in Washington. 

But because the private utilities engage in that sort of thing, too, 
I think is no reason to pick them out as being the only lobbying agency 
in Washington. 

Mr. Evans. No. We pick them out because we are particularly 
concerned with them as they, we think, try to interfere with our pro- 
gram, with the REA program. 

The statement I made was that it was secondhand talk that we heard 
some way that the utility companies said—— 

Mr. Jonas. Personally I don’t think we ought to have any second 
hand talk before the committee. The chairman doesn’t agree with me 
on that. 

Mr. Evans. Well, there is lots of it, lots of that kind of talk. 

Mr. Cuuporr. I think I said this before and I think, if you will 
look at the record of our Washington hearings, that there is nothing 
illegal about lobbying. As a matter of fact, we recognize it. We 
have a Lobbying Act which provides for certain procedures and cer- 
tain ways of registering the cost of lobbying. 

Of course, I want to say this: That I think the fellow who needs 
the lobby most is the poor little John Doaks who is the individual 
and he doesn’t have a lobby because he is not organized and he doesn’t 
have the money to do it. 

But there is nothing illegal about lobbying. 

Of course, some organizations spend more money than do others, and 
it appears that they are able to put their case across better by being 
on the scene in Washington and explaining these things to the Con 
gress. 

But, nevertheless, these is nothing like these old grassroots telegrams 
and letters. A Congressman will run a mile from a high-spending 
lobby if he gets enough communications from the little fellow back 
home whose vote counts a lot at election. 

Mr. Evans. That’s right, but you are getting around to the point 
that the Congressman brought up, the statement that the utility com- 
panies boasted or said that if they could just have 1 favorable Con 
gress, 1 favorable administration to their cause, that they could put 
over this program that they wanted to put over of getting control 
of the hydro power at the dam and be very much then in control of 
the REA electric cooperatives, which they did. 

It was demonstrated. The first Congress of the administration 
stifled our proceeding with the SPA contracts by passing the continu- 
ing fund and then putting the proviso on it that it couldn’t be spent 
for the purpose that it was appropriated. 

Mr. Jonas. The preceding Congress only made available $250,000, 
and specifically stated—that was the 82d Congress—specifically stated 
in the appropriation bill that no commitments should be, in the fu- 
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ture, made unless authorized annually by the Congress in its appropri 
ation bill, is that not true / 

Mr. Evans. I don’t know whether I could answer that question di- 
rectly, but in 1952 we didn’t need so much continuing fund because 
the G. and T.’s didn’t have their plants completed then. 

Mr. Jonas. Maybe you didn’t need it as much, but that was cer- 
tainly restrictive language, and in addition to that, may I invite your 
attention to the fact that there was no opposition to the action on 
the part of the committee in the 83d Congress in discontinuing the so- 
called revolving fund. Do you recall whether there was any fight put 
up to keep that from happening ¢ 

Mr. Evans. Well, as I remember the usual fight was made for the 
continuing fund, although I don’t remember 

Mr. Jonas. It came out of the committee by unanimous vote, didn’t 
it ¢ 

Mr. Evans. You are talking about 1955 or 1953 ¢ 

Mr. Jonas. I am talking about the subcommittee of the Appropria 
tions Committee, to which you have referred in the 83d Congress that 
cut out the revolving fund. 

Mr. Cuuporr. There was a reason for that. The contracts were 
killed, so you didn’t need any money. 

Mr. Jonas. The contracts weren't killed then. The contracts never 
have been killed. They are just in an inactive status, is that not true / 

Mr. Evans. What year? 

Mr. Jonas. I am talking about the 82d Congress. 

Mr. Evans. I don’t keep up with the Congresses. 

Mr. Jonas. Yes; I think you do, because you have commented about 
the first Congress under this administration, and you know when that 
was. 

Mr. Evans. I go by years. 

Mr. Jonas. I am talking about the one just prior to that. 

Mr. Evans. You are talking about the one in 1952? 

Mr. Jonas. Correct. Are you not aware of the fact that in that 
Congress, the committee recommended, and Congress passed a bill 
which had this language, referring to future withdrawals from the 
continuing fund, restricted it to— 


only such amounts as may be approved annually in appropriation acts and for 
the fiscal year 1952— 


this would have been in 1951 when it was passed— 


such expenditures may be made not in excess of $250,000. 

Now, the action to which you have voiced criticism was taken by 
the succeeding Congress, which elected not to put up any money. 

Mr. Cuuporr. Now, let’s keep the record straight, Mr. Jonas. I 
believe that was 1952, and there wasn’t a G. and T. in operation at 
that time. 

Mr. Jonas. Why did they authorize the withdrawal of $250,000, 
then? That was to be used, the $250,000 was to be used, in paying 
wheeling charges and for the purchase of power. 

Mr. Evans. I believe there was then at that time just one small G. 
and T. generating plant in operation. 

Mr. Jonas. I won’t prolong that. I would like to ask you, though, 
in view of the fact that it was Congress that discontinued the con- 
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tinuing fund, don’t you think you are a little unfair to direct your 
criticism against the Secretary of Interior ? 

What could he do if Congress didn’t give him the money to acti- 
vate these contracts, but not activate them? Would there be any 
course of action open to him, other than the one he took ¢ 

Mr. Evans. Well, he could have gone in there and had it in the 
budget and asked for the appropriation if he had been favorable to 
continue that way. 

Mr. Jonas. There wasn’t another budget until the next year. I am 
talking about the action the Secretary of the Interior took. 

If you were running the Department of the Interior, and Congress 
didn’t give you the money to purchase this power from the G. and T.’s, 
how would you buy it? 

Mr. Evans. Well, that reverts back to my point, the utility com- 
pany saying if they had 1 favorable Congress, 1 favorable administra- 
tion, that they could put over the plan that they had. 

Mr. Jonas. Therefore it was not the responsibility, you should not 
direct the responsibility to the Secretary of the Interior, but your 
criticism should be directed at Congress; is that not true ? 

Mr. Evans. Well, I think that fitted in very well with the Secre- 
tary’s ideas. 

Mr. Cuuporr. Mr. Jonas, while you are on that point, isn’t it true 
that the Secretary of the Interior makes up his budget, sends it to 
the Budget Bureau, and tries to get it approved ¢ 

If he is not successful in getting the things through that he wants, 
he appears in front of the subcommittee that handles his particular 
portion of the appropriation and makes a good fight for it ? 

Mr. Jonas. This was in 1953 when this action was taken, and the 
Secretary of the Interior had been in office only a few months. 

Mr. Cuuporr. But he still didn’t appear before the Appropriations 
Committee and request. 

Mr. Jonas. I don’t know whether he appeared before the Appro- 
priations Committee or not, but I know the Appropriations Commit- 
tee is the committee of the Congress that took the money out, and we 
as Members of Congress voted that bill and approved it, and I think 
we are ones that ought to be criticized, if criticism is justified, instead 
of the Secretary of the Interior, because I don’t think he could have 
done anything to activate those contracts without the money. 

And I think you ought to admit that, because I am quite sure you 
will agree with me that that is true. 

Mr. Evans. Ido. I said that in the very beginning of my statement, 
that I admired the Secretary and I admired the Administrator. 

I think they were sincere, and they are upright gentlemen. 

I don’t want to criticize them, but I do criticize the policy that they 
had, that they were misinformed on it, and misdirected as to what 
could be done with it. 

Mr. Jonas. You also voiced some complaint over the fact that you 
were left up in the air, so to speak, you didn’t know from month to 
month what the course of action was going to be, following that, and at 
the time these interim contracts were signed. 

Now, there again the responsibility for that rests on Congress, 
doesn’t. it, because it was Congress that kept putting up the money 
at the request of the Secretary of the Interior. 
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He came in with supplemental requests 2 or 3 times during that year 
and asked for money to keep these contracts alive. 

Mr. Evans. Well, he had to do that, or he couldn’t have shut down. 

Mr. Jonas. He didn’t have to do that, if he was trying to wreck you. 

Mr. Evans. No, but it was helping him along in his program. 

He thought the job could be done in 6 months, and he found out that 
it couldn't. 

Mr. Jonas. How many different times did he request supplemental 
appropriations to keep these 

Mr. Evans. Several times. 

Mr. Jonas. Three or four times during the year: is that not true? 

Mr. Evans. Yes, but it was because of the predicament that we got 
into in trying to make this integration. 

Mr. Jonas. As a matter of fact what he thought you could do would 
be make an integration contract with the private utilities in the same 
way that the Southwestern Power had made contracts with the Texas 
utilities which worked out all right; didn’t it ¢ 

Mr. Evans. No, that wasn’t quite the deal. 

Mr. Jonas. Are you familiar with the Texas contract / 

Mr. Evans. The Texas contracts, as I understand it, are more or less 
like the Oklahoma contracts. 

Mr. Jonas. Are you satisfied with the Oklahoma contracts? 

Mr. Evans. As far as they affect us. I mean we are not affected by 
the Oklahoma contracts. 

Mr. Jonas. Don’t you get your power through the Oklahoma con 
tract ¢ 

Mr. Evans. No, sir. 

Mr. Jonas. Who do you get your power from / 

Mr. Evans. We get our power in Oklahoma from the Grand River 
Dam Authority which is the State of Oklahoma project, and in 
Missouri for our Missouri system we get it from SPA. 

Mr. Jonas. You mean you get some of your power requirements 
from the State hydroelectric plant ? 

Mr. Evans. In Oklahoma; yes, sir. 

Mr. Jonas. That is all. 

Mr. Cuuporr. All right, now let’s get to Mr. Dillon. Do you have 
any ag pamens for Mr. Dillon, Mr. Austin ? 

Mr. Austin. Thank you; just 1 or 2. 

Mr. Dillon, I wanted to ask you to express just a little bit further, 
expand a little further one statement that you made. 

I am not sure that I am quoting your exact words, but my own 

shorthand indicates that you made a statement to the effect that you 
felt that there had been a definite change in policy of the Department 
of the Interior, SPA, when they refused to give you any more load 
increases under your contract. Is my interpretation correct ? 


FURTHER STATEMENT OF H. M. DILLON, OKMULGEE, OKLA.; MAN- 
AGER, EAST CENTRAL OKLAHOMA ELECTRIC COOPERATIVE; 
AND MEMBER, OKLAHOMA STATEWIDE ELECTRIC COOPERATIVE 
ADVISORY COMMITTEE ON POWER FOR THE SOUTHWEST 


Mr. Ditton. Substantially so, yes, Mr. Austin. 
Mr. Austin. Would you expand that a little bit and tel] us what 
you mean and what your experiences were before and after. 
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Mr. Ditton. Again this is not as simple a situation as you might 
think, for the reason, as brought out by Congressman Jonas, that 
funds were not made available and contacts were not reactivated with 
SPA that would permit a continuation of the old policy of the South- 
western Power Administration under administrative discretion of 
Department of the Interior in assuring us that normal load growth 
facilities would be taken care of on the part of those cooperatives 
buying directly from SPA as with the municipals. 

The thing becomes very complicated for the simple reason that 
SPA, of course, then began to claim that it did not have the power. 
Our feeling is that SPA did have the power definitely at all times. 

Granted that there had been too much power committed to permit 
them if the power could have been utilized, but it could not be utilized, 
and by the very quirk of circumstances or by their own planning, 
whichever way it worked, it resulted in an increasing amount of that 
power going into the hands of the private power companies at very, 
very low rates. 

Mr. Austin. Do I interpret you to mean that it would be possible 
for SPA to firm quite a bit more power than it has been firming in 
the last year or two? 

Mr. Dutton. Yes, sir; I think so. Now, after the immediate effects 
of the drought were over with—now during the time of the drought 
[ would say no, that SPA could not firm any great amount of power. 

After the drought was broken, there could have been some additional 
power firmed and made available, and of course, once the new law 
passed Congress or the new Reactivation Act passed and the G and T.’s 
made available this steam for firming power, there is certainly no 
reason. 

This man, Jeff Neighbors, whose name came into the picture this 
morning, I talked with him a few days ago, and Jeff told me at that 
time, he said “We have got plenty of power available.” He said “A 
large portion of it is firm power.” 

Mr. Austin. How long ago did he tell you that ? 

Mr. Ditton. This was about Thursday of last week I talked to 
him. He said: “We have an absolute minimum of 15,000 kilowatt 
power from the diversity standpoint available, and power that has 
Leen committed but not utilized to the extent of several thousand 
additional.” 

And then he was looking down the road and made this statement 
about Blakely Mountain Dam in Arkansas. Blakely Mountain was 
scheduled to come on, its generating units, in May of this year. They 
are not yet in operation, and are going to have some trouble. 

They are scheduled to come on in the first week of October, another 
75.000 kilowatts of capacity is available there, not all of which is firm 
but a substantial portion of which could be made firm by intermin- 
gling it with the steam power of the generation and transmission co 
operatives. 

T am positive of that because those are practically Jeff’s words 
in telling of their planning. 

Mr. Austrx. Mr. Dillon, in your original negotiations on the orig 
inal contracts, I take it that you did see to it that something was put 
into your contract that said not only that you had a limit of so many 
kilowatts this year, but that you could raise that amount from year to 
year, is that right ? 
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Mr. Ditton. No, sir: not with SPA. 

Mr. Austtx. Does your SPA contract have any clause in it such as 
the one Mr. Davidson told us about, the Skiatook contract 

Mr. Ditton. Yes: it has that same broad ge neral clause in it. 

Mr. Austin. If available. 

Mr. Diivon. Oh, certainly, if available, but there is no assurance 
that it will be available. 

Mr. Austin. Now is it historically a fact that at the time you were 
working on those original contracts there were other dams scheduled 
to come in one after another on the SPA system / 

Mr. Ditton. That is very correct; yes. 

Mr. Austin. Is it still correct? Is there still additional power that 
is under construction that has a completion date set ‘ 

Mr. Ditton. Yes, sir. 

Mr. Austin. How far into the future / 

Mr. Ditton. In our own State we have Eufaula Dam which hap 
pens to be in the territory served by our cooperative. $450,000 has 
been made available for Eufaula. Dardanelle Dam in Arkansas. 
£50,000 has been made available: 150,060 has been made available for 
Keystone, which is west of Tulsa, in the Arkansas River, and over 31 
million has been made available for Oolagah. 

It is my understanding neither Oolagah nor Keystone Dams at this 
time have anything other than tentative plans for later incorporating 
into the design of the dam structure facilities for the generating of 
power, but both Eufaula and Dardanelle do have at this time. 

Mr. Austin. Is it your understanding when those do come in with 
whatever generation they have, that that power will be available t 
you and the other cooper: atives and power distr icts and municipals ? 

Mr. Dixon. It will be made available to those preference customers 
who are in a position to use that power, ves, sir, and if in the meantime 
these generation and transmission cooperatives can get additional 
steam capacity and intermingle with that hydro céeneli additional 
arm will, of course, be available to the entire group 

Mr. Austin. This subcommittee had before it in Washington sev- 
eral witnesses who testified on the basic history of these SPA dams, 
and I believe that those witnesses that have been heard have uniformly 
agreed that these were all of them probab ly designed as pe aking dam. 
that there is a lot more capacity there than me are kilowatt-hours to 
make it even a 50 percent load factor, but that from the very begin- 
ning the plan was drawn on a basis that quite a bit of power would 
have to be in some manner put with this in order to have much firm 
power available. 

Now, on the basis of that and for the moment saeesine it as true, 
though I am not asking you to subseribe to it coniple te ly, but just ti uk- 
ing that as a basis for discussion, can you tell me whether or not that is 
being done at the present time be SPA? Are they actually trying to 
firm ‘Abad in order to put out as much firm as possib le. which would 
then be sold from SPA ? 

Mr. Ditton. Mr. Austin, at the immediate present and in view of 
the reactivation of this contract, I should say that SPA was trying to 
work along those lines. 

Now previous to that time they were not in a position to do so be- 
cause they did not have the firming steam capacity available, and it is 
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doubtless true that both Southwestern Power Administration and our 
own State power authority, Grand River Dam Authority, did very 
probably, in order to try to fulfill their contract, attempt to use too 
much of that water for firm steam power. 

I would say that I was a little critical of both of them, and for once 
in my existence agreed with the comment that Mr. Frank Wilkes, 
from Shreveport, made, that they were not being used sufliciently for 
— purposes and were being used to too great an extent for 

rming. 

If we were located in the Pacific Northwest where we had the moun- 
tains and the snowfall and the heavy rainfall out there, 60 to 65 per- 
cent of many of those dam structures are available from a firm power 
standpoint. 

But in the Southwest under average rainfall conditions and the 
runoff in our flood plain areas, that can’t be done. 

They had to have firm steam power, firm steam capacity of some 
sort, either by integration with the G. &. T.’s, which was the first step, 
and eventually I think by integration with the private power com- 
panies. 

Mr. Austin. Mr. Dillon, just one more phase of this. Running all 
through these hearings in Washington for the past year or two has 
been this question as to the actual efficiency of the operation of SPA. 
[ presume you could say it could be heeded. Is SPA selling its power 
which could be classed as peaking power or dump power, of course, 
depending upon the use which the customer makes of it, not the use 
that SPA would make of it, but is it selling that power for what its 
true value, if it is peaking power, is it selling that power for its true 
value as peaking power to the utilities, rural electrics, private utilities, 
every one? 

Mr. Ditton. I don’t think I wish to criticize the policy of the Ad- 
ministrator of SPA to any great extent. He has been hampered by 
some contracts, as Congressman Jonas brought out, that caused him 
to be forced to sell some of this power at a very low rate. 

I am talking of the Reynolds Metals agreement, and that Reynolds 
Metals agreement, by the way, I think you will find if you check actual 
SPA reports, Reynolds Metals for 2 to 214 years after that agreement 
was contracted, they never used over 20 percent of that. It was made 
available to the Arkansas Power & Light Co. for piping in. 

That was one favorable contract and it was negotiated by a previous 
administration and we fought it. Back in those days all of us co- 
operatives and a lot of the municipals had mile on mile of poles in 
the air with no conductor available because the Alcoa crowd were 
playing very close with private power, and Reynolds Metals did come 
into the breach and help us markedly in getting conductors that we 
needed so badly in order to extend our lines. 

Kaiser tied into the picture too, a number of the other producers went 
into the aluminum market. That is just one phase of their contracts 
that are not too good, too acceptable. 

They had another with the Oklahoma operating company which 
has worked by and large to the advantage, I should say, of the distri- 
bution cooperatives and even to the G. and T.’s, but not nearly as 
much to their advantage as it can now since they have the firming 
power available from the G. and T. generating extensions. 
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Firming power is the answer to SPA’s problem. Without it in this 
Southwest area they are bound to suffer. 

Mr. Austin. Following that thought, that firming power may be 
the answer, there has been discussion here already today of the necessity 
of raising rates, I’m taking that as a statement that SPA has made 
that they must raise their rate structure. 

Do you feel that all of the raise in rates that make it necessary to 
pay this out in its allotted years should come on the rate structure, 
schedule A, I believe you call it, that applies to the rural electric 
cooperatives, or could some of that increase in money that would then 
be available to amortize the SPA dams, could some of that increase 
come about by more firming, by buying a little more steam and selling 
a lot more of the hydro as firm / 

Mr. Diiion. There is no question but that the latter could help to 
some extent. It seems to me along that same line that their actual 
price—to go back a few years, Denison Dam when it originally came 
in, the contract was set up with three types of power. One was firm 
power for relatively a small amount. The next was secondary power, 
power that would, under normal rainfall in the area, be generated by 
the flow of water over the dam. And the third was dump power. 

But actually in our later negotiations and in SPA’s situation with 
the power company under pressure and without SPA having firming 

capacity, the private power boys were very inclined to say it is either 
firm or it is dump, there is no intermediate stamping ground. 

And with SPA, without proper bargaining leverage, lacking firm 
steam power, had very little that they could do except sell it as dump 
power. 

And I even know from Douglas Wright’s own mouth at one time 
that he had available a very large block of power, and called Mr. 
Hamilton Moses, who was at that time President of the Arkansas 
Power & Light Co., and asked Mr. Moses if he could use it, and he 
said “I can use it at such and such a figure.” which was, I believe, seven 
or eight-tenths of a mill, and their lowest dump rate that they had ever 
sold any power for was 1.75. 

And yet SPA had to let them have a small block of that power. 
They had no other place for it to go. Those situations are extremely 
difficult for any organization to face unless they have got bargaining 
leverage, and without firm steam power they don’t have it. 

Mr. Austin. Mr. Dillon, in the letter you read into the record you 
referred there to a letter from Mr. Douglas Wright by date. 

Mr. DILLON. Yes, sir. 

Mr. Austin. I wonder if you might have a copy of that letter tha 
perhaps should go into the record, in order to complete the record 
with your answer. 

Mr. Ditton. Unfortunately I think I had about 77 copies of this 
letter made at one time or another. I have the original of it but no 
copies. Ihave it with me. 

Mr. Cucporr. Mr. Dillon, you can have a copy made and supply it 

Mr. Ditxon. Yes, sir; I can, and I will do so. The one is con- 
tingent upon the other, Congressman. 

Mr. Cuvuporr. Would you do that. Would you have a copy made 
and either send it to us in Washington 

Mr. Ditton. At Washington, yes, sir, I will be very glad to do that. 
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Mr. Austin. Thank you, Mr. Dillon. 

Mr. Cuuporr. Mr. Dillon, I just want to ask one question. You 
have been referring to the normal load growth and you set up a 
schedule of the increase in the load from 1953 to 1955. “You also told 
us that there is a schedule of new dams to be constructed in Oklahoma. 

Do you think those new dams will meet the normal load growth 
problem or will we always have the normal load growth problem for- 
ever ¢ 

Mr. Driton. I should say this, Congressman—that with reasonable 
firming steam, that our load growth “problem should be pretty well 
solved not only in Oklahoma but in 2 or 3 of the surrounding States 
if proper distribution of that firm and peaking power and inter 
mingling of it can be had, in my opinion. 

Mr. Cuvporr. You think someday in the near future the problem 
will no longer confront us? 

Mr. Ditton. I beg your pardon? 

Mr. Cuuporr. I say you feel that at some time in the near future 
the problem will no longer confront us / 

Mr. Ditton. That is a very difficult question to answer. It depends 
entirely on the economic load growth and the economic distance of 
the area which in turn control load growth of an electric utility or 
electric cooperative or whatever may be selling the electricity. We 
-an’t tell. 

Mr. Cuuporr. I have been reading in the press about this prosperity, 
so I don’t think we have to worry about the economic condition. 

Mr. Ditton. I noticed a few of sea items; yes, sir. 

Mr. Cueporr. Mr. Jonas? 

Mr. Jonas. I havea question or two for Mr. Dillon. Let me under- 
stand, you represent G. and T. or what organization ¢ 

Mr. Ditton. No, sir. I am the manager of a distribution coopera- 
tive. We purchase about 70 percent of our power from KAMO 
Electric Cooperative. Mr. Evans here is the president of that organ- 
ization. 

We purchase the other 35 percent of it directly from SPA, and I am 
speaking on behalf of that portion of our purchases of power from 
SPA and those 5 other cooperatives in southeastern Oklahoma who 
buy solely from SPA. 

Mr. Jonas. I wanted to get that clear so I wouldn’t confuse your 
situation with another. 

You rather disagreed with my comment about the accumulated 
deficit that SPA has run up. Would it change your opinion if I 
tell you that they have been operating in the red every single year 
since 1950? 

Mr. Ditton. No, sir, Congressman. I am quite well aware of that. 

May I say this: That SPA is in no different situation than the 
average rural electric cooperative including the G. and T. Their 
picture is designed to operate in the red for a period of somewhere 
between 8 and 10 years’ time in many, many cases, not designed for 
that but it is an accepted fact that they know it will. 

Mr. Jonas. May I interrupt, sir? They started in 1945 and they 
operated in the black for the first 5 years, and they just started oper- 
ating in the red in 1950, which explodes your theory; doesn’t it? 

Mr. Ditton. We well understand that because their operations 
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were very, very much smaller until these additional dams began to 
come In. 

Mr. Jonas. You don’t mean to say that as the operations expand 
the chances of losing money increase; do you / 

Mr. DiLLon. There Was a greatl deal ot diite ‘ence in the pro rata 
cost in building the earliest dam which was Denison Dam. Bull Shoals, 
and Norfolk and some of the later dams that have been constructed. 
They went far over their budgets. 

Mr. Jonas. The truth about the matter is the dams actually cost 
more, an average of 51 percent more, than they were originally esti 
mated to cost. 

Mr. Dituon. That is very likely substantially correct: yes, sir. 
Army Corps of Engineers was not able to see in advance what cor 
struction costs would be on those dams. 

Mr. Cnuporr. I think that is the usual thing in all projects. 

Mr. DILLon. It all too frequently happens ( ongressman: ves, 

Mr. Jonas. Mr. Wright testified before the Senate committee, Pub 
lie Works Appropriations (‘ommittee, that a cood part of this deficit 
was caused by reason of the rates being too low to provide Income 
suflicient to meet the obligations. Another part of the deficit, he said, 
was caused by adverse conditions in the area because of the severe 
drought. 

Of course, that isa situation that we may face at any time. 

Mr. Ditton. We could be faced with it again in the future; th: 
right. 

Mr. Jonas. He was very clear in his testimony before the 
mittee that the rate structure had to be revised, and I know you | 
a lot of confidence in him and I don’t believe he would say that 
he didn't fee] it would be hecessary to Increase the rates. 

Mr. Ditton. That is true, and yet I have heard Mr. Wright say 
on numerous occasions as well as the members of his staff. that they 
have to be realistic in facing facts. and they know the way this thing 
is voing even under the most friendly of adn Inistration Ss, we W il] Pp t 
it, that could possibly come to pass in the next fev ve ’ that tl 
will be certain limits on how much steam they will 
firming, and they have got to face that. 

If they could ovet that firming steam power W 
out reasonable limitation. SPA could be broug 
within 2 years’ time. and | believe that thes 
on those figures. 

Mr. Jonas. Let’s get that straight. Mr. 
he had been telling his eustomers mm 
that the rate had to go up. 

Mr. Ditton. I have heard him say th: 

Mr. Jonas. So that danger of a rate incre: 
since the new administration came. 

Mr. Ditton. I made that point. ves, sir, or even 
\dministration in the future than either of the previous administra 
tions. There is a limit to how much firm steam he can get available 
In connection with this svstem. 

Mr. Jonas. In line with the question asked you by Mr. Aust 
are you familiar with the history of the construction of these dams, 


and do you agree with his comment that these dams in the Southwest 


power area were never designed in the first place as anvthing other 
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than peaking power dams? They weren’t constructed as a private 
utility would construct a dam; were they 4 

Mr. Ditton. Well, the matter of who constructs the dam would 
have nothing to do with that, Congressman. 

Mr. Jonas. I mean if the Government had intended to produce 
firm power, the dams would have been constructed differently ; 
wouldn't they ¢ 

Mr. Ditton. Not markedly so. To some slight extent possibly, but 
the real basic difficulty is the area from which this water flows into 
these dams and the fall. You are never going to have a firm-power 
situation from dams in an area where there is no greater difference in 
level than we have here. 

Mr. Jonas. That is what I meant. The dams, as they were con- 
structed, were not designed to produce firm power. 

Mr. Ditton. Strictly firm; no, sir. 

Mr. Jonas. Did you happen to read the testimony of Colonel Whip- 
ple of the Corps of Engineers on this point, when he appeared before 
the House committee earlier, this spring, in which he said, and | 
quote : 

I do not believe anybody in the corps, when they planned these plants— 
speaking of the hydroelectric plants— 
contemplated the Federal Government buying more power in order to sell the 
power produced from these projects. I do not believe that was thought of and 
certainly they did not think in terms of steam power. 

Now what the Colonel was saying there was that nobody in the 
Corps of Engineers, and he speaks for the corps because he is an offi- 
cer of the corps and the Corps of Engineers constructed these dams, 
he was testifying there that no one in the Corps of Engineers had any 
idea when these dams were constructed that the Government would 
be called upon to buy power to add to the hydro power developed in 
the dams in order to distribute the latter power. 

Now, as a matter of fact, that is what is responsible for this entire 
controversy, isn’t it, the question of how far the Government is obli- 
gated to go after constructing the multipurpose dam and making the 
hydro energy available, how far in addition the Government should 
go in either building steam plants and transmission lines, or leasing 
them in order to take the power out to preference customers. Isn't 
that where the trouble arises ? 

Mr. Ditton. I agree with you, Congressman, yes, sir, that that is 
where the difficulty develops. 

However, while it didn’t come through the Army Corps of En- 
gineers, it did come through the close correlation of the Department of 
the Interior and the Department of Agriculture, who, a few years ago. 
were interested in providing—I don’t like the use of the word “yard- 
stick” but actually that is what it was. 

And of course, when I begin to use that, I well realize what your 
next question is going to be. The inference was made a little bit 
ago that, after all you have public-service regulatory bodies. 

Mr. Jonas. Are you satisfied with the one in Oklahoma ? 

Mr. Ditton. No, sir. 

Mr. Jonas. Why don’t the people of Oklahoma improve it then and 
get one that they can trust or one that will do the job for them, and 
not ask the Federal Government to put up the money to build steam 
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generating plants and transmission lines to do the job you ought to be 
looking to your public utilities commission to do for you? 

That is a question that has bothered me for some time, and you strike 
ine as being a very intelligent and fair witness, and I would like for 
you to comment on that. 

Mr. Ditton. I don’t think I am intelligent enough to comment on 
that one without getting my neck out a mile. 

Let me say this much. We have had one ex-governor of Oklahoma 
that was named to the corporation commission of the State. Prior to 
his being named to the corporation commission of the State, he had 
been impeached as governor of Oklahoma. I know the man personally 
because he happened to be in my particular field of activities prior to 
the time he was governor. This was many years ago. 

Your corporation commission is terrifically powerful and I don’t 
believe it is just simply in Oklahoma, I believe it is in almost every 
State in the Union. 

Let’s look at a few of the different types of utility organizations 
that they dominate or that they are supposed to regulate, and then let’s 
be quite frank and honest, and admit to ourselves, and I think we are 
going to have to admit to ourselves that they are going to listen to the 
dictates and the suggestions of the very organizations that they were 
set up to regulate. 

Mr. Jonas. You mean contrary to the wishes of the people of your 
State? Why should you think Congress should pull your chestnuts 
out of the fire? If a situation like that exists, why don’t the people 
of Oklahoma rise up and do something about it? 

Mr. Ditton. It is a very difficult situation. We have ourselves 
elected. Our man’s name for the corporation commission was put at 
the bottom of the ballot along with the third assistant or fifth assistant 
mine inspector in our particular area. 

We, in our organization, have spent a lot of money trying to bring 
to the attention of the average voters that those corporation commis- 
sioners were most vital to the welfare of our cooperatives and to that 
man’s own rates that he pays for gas, electricity, and various other 
commodities, bus fares and other things in the State of Oklahoma. 
But there is a powerful combination there. 

Now they keep it quiet, there is no question about it, but it is there, 
and I shouldn’t be surprised but what you have got a little of it in your 
home State, Congressman. I am sure you have. , 

Mr. Jonas. I would expect so, but I have already stated publicly 
that we buy our power from the co-ops and the REA’s at 7.5 mills, 
and we sell it to our customers cheaper than you do in Oklahoma. How 
do you account for that ? 

Mr. Ditton. I would like to differ with you slightly there. I think 
ours is an average co-op in Oklahoma, and our average resale is 3.6 
cents per kilowatt-hour. 

Now we have, in order to serve 6,700 people, we have 2,760 miles 
of transmission lines. Of the 2,760, one-third of it is not even along a 
navigable road, shall we say. It just strikes off across the country 
through the prairie, the timber, and the jack holes. Those are condi- 
tions under which we can’t operate and operate at a flat 1 cent per 
kilowatt-hour as much as we would like to be able to offer electricity at 
| cent. 

Mr. Jonas. May I say, sir, that I live in a district in which is lo- 
cated the highest peaks east of the Rocky Mountains. 
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Mr. Ditton. You have got some rough country, too. 

Mr. Jonas. There is rough country in my district, and I am aware 
of the problems involved where you have sparsely settled commu 
nities. 

Mr. Ditton. | am sure you are. 

Mr. Jonas. But my point is it doesn’t always work out so that the 
co-op or the G. and T. that has the lowest wholesale rate passes on its 
power to the ultimate consumer at the lowest retail price, and I want 
to ask you if it isn’t a question of management ? 

Mr. Dition. It definitely is a question of management. 

Mr. Jonas. And good management. 

Mr. Ditton. Good management ; yes, sir. 

Mr. Jonas. The mere fact that one G. and T., for example, has to 
pay 12 mills for power doesn’t necessarily mean that the ultimate con 


sumer in its territories will pay more than the consumer does who 


lives in an area where the G. and T. buys its power for 5 mills or 51». 

Mr. Ditton. That is true, Congressman, and yet you can price your 
self out of the power picture, and that is one of the things that Doug 
las Wright has fought against very hard in the Southwest for the last 
several years. You can price yourself out. 

Mr. Jonas. I recognize that. Mr. Davidson, however, testified this 
morning that if they had to pay from 11 to 15 mills at wholesale for 
the power, it would bankrupt the city or the city wouldn’t be able to 
operate. It would drive it out of business, in other words. 

Yet there are many REA’s _ co-ops about the country who are 
paying more than from 11 to 15 mills wholesale for their power, is 
that not true / 

Mr. Ditton. That is true. There is the difference in their average 


per capita income of the areas in which those co-ops are located, 


however. 

Mr. Jonas. Do you know what the average consumption of elec 
tricity is per month for your farmers / 

Mr. Dition. Yes, sir. 

Mr. Jonas. What is it / 

Mr. Ditton. At this particular time of year it is peak and it is ap 
proximately 142 kilowatt-hours. 

Mr. Jonas. You are a good mathematician. I understood the aver 
age was about 200. 

Mr. Dition. In our area that is not true. 

Mr. Jonas. Iam above your average. 

Mr. Ditton. Yes, sir. 

Mr. Jonas. But assume that the average farmer consumes 200 hours 
of electricity per month, how much would his power bill increase, per 
mill increase in cost? I will give you the answer right quick, it is 
only 20 cents a month. 

Mr. Dirnon. It is very slight. However, in order to arrive at 
anything like that kind of a figure, you are overlooking a great man) 
items of cost. 

Mr. Jonas. Do you agree with me that it is 20 cents a month? 

Mr. Dition. In ‘round figures, yes, sir. 

Mr. Jonas. That is all it would increase his power bill for every 
1 mill increase, that is the wholesale rate. 
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Mr. Ditton. I have heard that figure often. I have never actually 
run it back. 

Of course, any good merchandiser when he gets an increase in 
cost re-looks at his entire picture in trying to determine what his 
changes on resale of that particular item may be, because at the time 
that that cost goes up, he has got to review the other costs of his 
particular commodity that he offers for sale and study that situation 
anew, isn’t that true / 

Mr. Jonas. Why of course, that is true. 

Mr. Ditton. And there are other factors other than the actual cost 
per kilowatt-hour of electricity. 

Mr. Cuuporr. It is very interesting to hear these arguments. That 
gets me back home. Every time the Philadelphia Electric Co. or the 
Pennsylvania Power & Light wants an increase, the Pennsylvania 
Utilities Commission says this i is only going to be 7 cents per month 
per person. Figure that by the mill and see what they take in. 

Mr. Jonas. May I say I got these figures from the testimony of 
Mr. Douglas Wright. 

Mr. Ditton. They are basically correct. 

Mr. Jonas. He said that is what it would cost the average farmer 
per month, but I am quite conscious of the fact that you could price 
power out of the market. 

I was just trying to get a real down-to-earth comparison of what 
all of this increase will actually amount to. Mr. Davidson was quite 
concerned over an increase up to 11 to 15 mills. Do you feel that 
11 to 15 mills is an outrageous price to pay for power at wholesale ? 

Mr. Ditton. It would completely wreck our cooperative, I will say 
that quite frankly, yes, sir. 

Mr. Jonas. Get down to figures. What would it do? 

Mr. pena It would increase our average power cost at 11 mills, 
we will say. our average cost today is about 65. that would be 4.5, 
and that sen | be an inerease of something like 70 percent. 

Mr. Jonas. Four mills? 

Mr. Ditton. Yes, sir, in our cost. Seventy percent increase to a 
cooperative like ours, which has 1,400 minimum bills, and it might 
interest you to know we have people on our line that watch that 
meter very religiously, and when it gets to 40 killowatts, they run 
out and turn it off and turn the kerosene lamps on, they actually do 
it. They have that low a per capita income. 

Jonas. Of course, r understand the rates you are paying 
how, according to Mr. Wright, have got to be ine reased anyway. 

Mr. Ditton. We well understand that, Congressman, yes, sir. 

Mr. Jonas. Are you taking steps to counteract that ? 

Mr. Ditton. Yes, sir, to the best of our ability. There are three 
figures being mentioned, 7.16 mills. which is more or less our figure 
and that of the G. and T.’s, the other figure is around 7.816 or 8.2, 
and the other figure as proposed by Mr. Aandahl is approximately 8.5 

Now I haven't had that given to me because I wasn’t in the last 
session in Mr. Aandahl’s office but I understand it was around 8.5 mills 
in his anticipated thinking as to what should be requested when they 
xo before the Federal Power Commission. 

Mr. Jonas. This is after the first 5 vears. The first 5 years it is to 
he lower than that. 
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Mr. Drixon. I didn’t understand it that way, but you may be cor- 
rect because I didn’t attend that meeting, yes, sir. 

Mr. Jonas. The reason you object to dealing with the private utili- 
ties is, as I understand it, because you don’t think you can buy your 
power from them at wholesale rates cheap enough for you to exist. 

Mr. Ditton. I think it would merely gravitate our entire load into 
the hands of the private power companies within the next 5 years’ time. 
I think there is not other alternative. 

Mr. Jonas. Did you ever hear of the 12 company contract ? 

Mr. Dition. Yes, sir. 

Mr. Jonas. Are you familiar with that? 

Mr. Ditton. Not closely familiar. In a general way only. 

Mr. Jonas. That was an effort on the part of the Government repre- 
sented by Southwestern Power, the co-ops and the companies operating 
in the area, to get together and work out a suitable and satisfactory 
settlement of this power situation, is that not true / 

Mr. Ditton. That’s correct. 

Mr. Jonas. It met with the approval of the Southwestern Power 
Administration, with the REA’s and the co-ops, and also the private 
power companies, is that right ? 

Mr. Ditton. Not unqualifiedly so but basically to a great extent, ves, 
but there were several indvidual groups of cooperatives that did not 
like, and there were some generation and transmission cooperatives 
that did not like, the 12 company contract, 

Mr. Jonas. Did you agree with Mr. Wright it was almost a tragedy 
that the Department of the Interior did not approve that contract ? 

Mr. Ditton. My hindsight is considerable better than my foresight. 
and I think a great many “others will admit that in the case of the 12 
company contracts. I would like very much to have seen those 12 com- 
pany contracts in effect. 

Mr. Jonas. Senator Hayden, the chairman of the Senate committee, 
has expressed himself very forcefully on that point, and has deplored 
the fact that Secretary Chapman refused to sign that contract. Sen 
ator Ellender. 

Mr. Ditton. Senator Ellender too. 

Mr. Jonas. Did the same thing. 

Mr. Ditton. Yes, sir. 

Mr. Jonas. And Mr. Wright has, throughout his testimony before 
the House committee, he made the comment that it is the biggest mis- 
take the Government ever made in the Southwestern Power area, not 
to sign those contracts. 

You say, and I think you have already said, that you think those 
contracts would have gone a long way toward eliminating this present 
trouble, if they had been executed. 

Mr. Dition. Definitely so, because they would have assisted in 
making the final integration with private power as well as public 
power in the Southwest, and that would work advantageously with all 
concerned. 

Mr. Jonas. Would you also, and I think I have asked this, and if so, 
disregard it, would you also agree with me that the real fundamental 
controversy, the reason we are hav ing this controversy, is because there 
is a difference of opinion as to how ‘far the Government should go in 
using the money provided by the taxpayers of the whole country to 
add generating capacity and transmission lines in the Southwestern 
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Power Administration area’ Isthat right? I mean what would you 
say to that? 

Mr. Ditton. I would say with reference to the public power situ- 
ation in some particular parts of the country, yes. As an entire pro- 
gram including the entire rural electrification movement and the gen- 
eration and transmission cooperatives specifically, there are other 
factors. 

Mr. Jonas. You know also, don’t you, that Congress itself, under 
the old administrations, as well as under the present, has repeatedly 
refused to put up money to build steam generating plants and trans- 
mission lines on any broad scale. 

Mr. Ditton. Ona broad scale, yes. 

Mr. Jonas. Well, they turned down this comprehensive plan in the 
Southwest area that was sponsored by Mr. Wright. 

Mr. Ditton. That’s right. 

Mr. Jonas. And turned it down several times. 

Mr. Ditton. That’s right. 

Mr. Jonas. Under other administrations than the present one. 

Mr. Dutton. That is true. 

Mr. Jonas. And what happened was that after Congress turned 
down the comprehensive plan, some interested parties got together 
this G. and ‘T. situation to virtually do what the comprehensive plan 
would have done, in spite of the fact that Congress had turned the 
comprehensive plan down; isn’t that true ? 

Mr. Ditton. I don’t think Congress was quite familiar with the 
manner in which that thing was worked out. I don’t think all Con- 
gressmen were sold on it. 1 don’t mean to say that by any manner or 
means, but I believe they were quite conversant to it. 

I will say those G. and T. loans were not made for quite a period 
of time until after very careful investigation by the Administrator. 
They were carefully considered as to the effect in the entire area and 
on various phases of farm life in those areas, as well as the cooper- 
atives themselves. 

Mr. Jonas. Please don’t misunderstand me. I would like for every 
house in the United States to have electricity. 

Mr. Dutwon. | understand that, Congressman. 

Mr. Jonas. It isa question of who is going to pay for the installation 
of the facilities necessary to make it available, the people that are 
going to use the power, or the people of all the country. That is all. 

Mr. Austin. Mr. Dillon, did you mean to imply that you feel that 
the taxpayers of other areas of the country are helping pay the light 
bills for the members of your co-op ¢ 

Mr. Ditxon. I do not. 

Mr. Austin. I am afraid your previous answer might be misunder- 
stood. 

Mr. Jonas. I will let it be stricken. 

Mr. Ditton. I don’t think he meant that and I certainly didn't 
mean that. I think he is talking about some of the broader aspects 
of public power. 

Mr. Austin. I am speaking not only of the co-op but of the power 
that you are getting for distribution under the co-op from SPA. 

Do you feel that the taxpayers of other parts of the country are 
helping pay for the dams at SPA to generate the power that you are 
using in your co-op ¢ 
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Mr. Diti0on. No, sir, I do not, because I think that is a result of the 
increased activity that general business conditions in that area have 
improved and many payments have been made in lieu of taxes in 
certain of these public-power areas that have had a very great deal 
to do with improving the general economic health of those areas, to 
the extent that they offset the actual ad valorem taxes that are involved. 

And if you want to go to TVA, you can’t consider TVA separately 
from the cooperatives and the municipalities the TVA serves, because 
you would have to consider the whole picture, and that is one of the 
places where I think the anti-T VA boys have made their worst inroads 
in this picture. And a lot of thinking people have not looked at that 
thing. 

TVA itself, considered separately, is enly one portion that can be 
compared to private power operation. You have got to consider the 
other, too. 

Mr. Austr. I was not thinking of that. 

Mr. Ditton. I mentioned that as a case. 

Mr. Austin. I was thinking of the power cost allocation on these 
dams on the SPA territory. 

Am I correct in saying that if that allocation is repaid to the Govern 
ment in 50 years, or whatever the time, that the Government will 
then have its money back? Are you implying that there is still some 
subsidy in your power cost, your wholesale power cost, to SPA? 

Mr. Ditton. No, I don’t think there is any subsidy whatsoever in 
our power cost to SPA. 

Mr. Austin. I don’t want to belabor it, but I just wanted to be sure 
I understood vou correctly. 

Mr. Ditton. No. Your questions are not exactly the same and yet 
they are very closely related. 

Mr. Jonas. That leads me to ask another question. Mr. Chairman, 
if I may, and I am asking this because I don’t know the answer, Mr. 
Dillon, and it has just occurred to me. 

| know that the Government puts up the administrative cost to 
operate Southwestern Power and that comes out of the general tax- 
payers. We don't get that back. Tam not thinking of that particular 
item now, but I am thinking about the payment of wheeling charges, 
which is another pretty substantial amount. 

Is that an administration expense that is not repaid ? 

Mr. Ditton. Congressman, I can’t answer that question. 

Mr. Jonas. I am interested in that because it might have some ef- 
fect on the question you just asked. I think the best way to get the 
answer to it is maybe to direct an inquiry. 

I would like to know how much of the amount of money we appro- 
priate annually we expect to get back. I know the cost of the dam 
which is allocated to power we get back over a period of 40 or 50 
years, if the payments are made, but I am not sure whether we get any 
of the cost of the administration, wheeling charges, and things of 
that sort, back. I would like to have that information. 

Mr. Austin. Without myself being a witness, I suggest we get it 
from somebody who can give it officially. You will find wheeling 
costs are repaid by the cost of the power sold. 

Mr. Ditton. I think they are. Administrative costs, I believe, as 
in the case of REA, are not paid back, but I think w heeling costs are. 
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Mr. Cuuporr. Mr. Gibson, Mr. Austin has one question to ask you, 
and I think before we have a short recess, I would like you to answer 
it. 

Mr. Austin. Mr, Gibson, a while ago you held up your hand, but 
in the heat of the discussion at the moment you weren't given a chance 
to say what you intended to say. In order that I might bring your 
mind back to that particular spot, Mr. Evans was at that point talk- 
ing about the private power companies wishing some changes in SPA. 

Do you recall what it was you were anxious to put in at that time / 

Mr. Gipson. Yes, Mr. Austin. It is probably water under the 
bridge now, because that conversation has gone on. I cannot give 
you the citation on it. However, there has appeared before a com- 
mittee of the Congress a representative of the Pacific Gas & Electric 
Co., who has admitted to hav ing written, if I recall correctly 

Mr. Cuvuporr. You have your facts a little mixed up. We are very 
familiar with that. That is the familiar Geisinger regulations which 
were received from Pacific Gas & Electric, which the Under Secre- 
tary of the Interior admitted came from the Pacific Gas & Electric 
Co. to him, and he gave them to Geisinger, and Geisinger eventually 
put in the regulations almost word for word, with a few exceptions. 

Mr. Gipson. That is correct. 

Mr. Cruruporr. We are going to do a little bit of looking into that 
when we get to San Francisco the week after next. 

Mr. Gipson. That is what I had reference to, and I just couldn't 
determine in my own mind, and I didn’t bring it along with me, but 
I thought it might be pertinent to the question that was asked of Mr. 
Evans here, and that is the reason I was so anxious to mention that. 

Mr. Cuvuporr. It had to do with the wheeling of power over public 
lands. 

Mr. Gipson. That’s right, and I believe, at least I took it, it would 
have set a pattern eventually for the United States. It could have. 

Mr. Cuuporr. Mr. Gibson, if you will look at the record you will 
tind hundreds of pages on that. 

Mr. Austin. That particular revelation was made by this subcom- 
mittee, by these Congressmen. 

Mr. Gipson. I wasn’t sure about it. 

Mr. Cuuporr. I am hoping to have a short recess to give the re- 
porter a chance to rest his fingers, but I understand we have a Mr. 
Klinefelter in the room who just wants to offer a written statement 
to go into the record. If he just wants to do that, we will accept that 
statement from him before we have our recess. If not, we will call 
him after the recess. 

(The following information was supplied for use of the subcom- 
mittee :) 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa, Okla., February 3, 1954. 
Mr. H. M. DILLon, 


Manager, East Central Oklahoma Electric Cooperative, Inc., 
Okmulgee, Okla. 


DEAR Mr. Ditton: Recent meter readings indicate that the actual demands of 
the East Central Oklahoma Electric Cooperative, Inc., are in excess of the con- 
tract capacities contained in the agreements of September 21, 1951, and April 
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14, 1953, between the East Central Oklahoma Electric Cooperative, Inc., and the 
Southwestern Power Administration (Ispa—477 and Ispa-630). We are, there- 
fore, preparing amendments to the agreements increasing the contract demands 
to amounts consistent with the actual demands. Copies of the amendments will 
be submitted for your consideration in the near future. 

Under section 3 (a) of the said agreements, additional power requirements of 
the cooperative will be supplied by the Government only if the Government has 
such capacity available. We regret very much to advise you that the Govern- 
ment does not now have available for this purpose any additional power capacity 
over and above that provided for in the proposed amendments. 

In light of the foregoing, this letter will serve to inform the cooperative that, 
until additional power capacity is available to this Administration for this pur- 
pose, any future increase in the cooperative’s power requirements must be sup- 
plied from some source other than the Government. 

The power and energy supplied to the East Central Oklahoma Electric Co- 
operative, Inc., by the Government is transmitted over the facilities of the Public 
Service Company of Oklahoma and the Oklahoma Gas & Electric Co. ‘This ar- 
rangement provides the cooperative with two possible sources of supply for future 
increases in its power requirements. While we are indeed sorry that the East 
Central Oklahoma Electric Cooperative, Inc., cannot depend upon this Adminis- 
tration as a source of supply for its entire power requirements, we want to assure 
you that we will cooperate in every possible way to assist you in working out 
arrangements for any additional power capacity that the East Central Oklahoma 
Electric Cooperative, Inc., may require from some other source. 

Very truly yours, 
DouaeLas G. WRIGHT, 
Administrator. 


East CENTRAL OKLAHOMA ELECTRIC COOPERATIVE, INC., 
Okmulgee, Okla., February 6, 1954. 
In re Oklahoma 23 Okmulgee relations with Southwestern Power Administration. 


Mr. ANCHER NELSEN, 
Administrator, Rural Electrification Administration, 
Washington, D.C. 


DrearR Mr. NELSEN: During the meeting of the Oklahoma Statewide Electric 
Cooperative, held in Oklahoma City on January 28 and 29, we first heard the 
report from the group of representatives involving some six generation and trans- 
mission cooperatives in Missouri and Oklahoma, who had met with you, Assist- 
ant Secretary of the Interior Fred G. Aandahl, and Mr. Douglas G. Wright, 
Administrator of the Southwestern Power Administration. 

Apparently a commitment of some 100,000 kilowatts demand was made by 
Assistant Secretary Aandahl, and, in view of the fact that the combined firm 
steam generating capacity of these same G. and T. cooperatives was approxi- 
mately 80,000 kilowatts, it appeared that a very favorable arrangement had 
been worked out. 

You are certainly to be congratulated for assisting so materially in these ne- 
gotiations with Assistant Secretary Aandahl and Mr. Wright. 

We believe, however, that you will be very much interested in reading the 
attached verbatim copy of a letter written by Mr. Douglas G. Wright, Admin- 
istrator of Southwestern Power Administration in Tulsa, which letter was re- 
ceived by us on the morning of February 4, 1954. It is apparent from this letter 
that this commitment of some 100,000 kilowatts for the 6 generation and trans- 
mission cooperatives in Missouri and Oklahoma has quite definitely affected the 
amount of kilowatt demand available to the Oklahoma operating companies, 
Oklahoma Gas & Electric Co. and Public Service Company of Oklahoma, from 
the Southwestern Power Administration. As a direct result, our cooperative, as 
well as some five other cooperatives in Oklahoma, will feel very keenly the re- 
strictions in increased power to be made available from the Southwestern Power 
Administration. 

During the last 4 months our cooperative has purchased from SPA the fol- 
lowing : 
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} | 
} Kilowatt [K a Amount of 
demand | usage billing 
sciatica bs eal acta ge aia lh Wien 
oy gnenieetntil — —|— — - 
er sve a a arn de eb teen 1, 444 | 256, 920 $2, 969. 00 
November._._- ae ne 3 a tae . 1, 513 312, 700 3, 203. 35 
a 3 ‘ be ditidins ‘ 1, 530 331, 260 3, 390. 54 
FO eiictiidntee 7 vat Se at i oan 11,160 277, 700 2, 678. 80 


i During the latter part of December, our Keefeton Substation load was transferred to the new Summit 
substation of KAMO Electric Cooperative, Inc., of which organization our distribution cooperative is a 
member. The load transferred amlunoed to 415 kilowatt demand, and with a usage of 178,500 kilowatt- 
hours. 


At present our cooperative is served at 4 substations, 3 of them known as our 
Schulter, Bald Hill, and Eufaula substations, being handled by Southwestern 
Power Administration on a 20-year contract agreement basis, due to the fact 
that these areas were not included in KAMO’s $10,500,000 loan, KAMO’s E sec- 
tion, and, further, to the fact that KAMO’s board of trustees gave us a formal 
release and permitted us to execute 20-year agreements with SPA at these 3 
sources. The fourth source of power served by SPA is our Bristow substation, 
which is on an interim short-term agreement with SPA to furnish us power until 
such time as KAMO Electric Cooperative, Inc., completes their Bristow substa- 
tion, at which time we plan to transfer this load to KAMO. 

In the case of 5 other cooperatives in the south central and southeastern por- 
tions of Oklahoma, it is our understanding that the entire power requirements 
of these 5 cooperatives is dependent on power from the Southwestern Power 
Administration. We are taking the liberty of calling this matter to your atten- 
tion and are wondering if it might not be possible for this matter to be recon- 
sidered so that at least a limited amount of additional power could be secured 
by the five cooperatives and our cooperative, to the extent that we are all 
dependent on power from the Southwestern Power Administration. 

It is certainly not our wish to disturb the arrangement that was worked out, 
but, on the contrary, we believe you can readily judge from Mr. Douglas G. 
Wright’s letter of February 3, that this situation will become one that will 
seriously cripple the future load growth of these cooperatives in Oklahoma that 
are not members of either of our two generating and transmission cooperatives 
in this State, namely, Western Farmers Electric Cooperative, Anadarko, Okla., 
and KAMO Electrie Cooperative, Vinita, OKla. 

We are quite sure that you will very likely hear from several of these other 
cooperatives in Oklahoma, and believe you can readily see the problem with 
which we are faced. 

Any assistance that you and your staff can render us in connection wtih this 
matter of power purchased directly from Southwestern Power Administration 
in this part of Oklahoma will certainly be very much appreciated. 

May we have vour cooperation? If possible, we shall appreciate your advising 
us how we can best work with REA and SPA toward making available such 
additional power as our steady load growth will require. 

Yours very truly. 
H. M. Ditton, Manager. 


Mr. Cuvporr. Mr. Klinefelter, you are assistant to the president 
of the Missouri Farmers Association, Inc. / 


STATEMENT OF H. E. KLINEFELTER, ASSISTANT TO THE PRESI- 
DENT OF MISSOURI FARMERS ASSOCIATION, COLUMBIA, MO. 


Mr. Kninerevrer. Yes, sir. 

Mr. Cuvporr. You have a written statement that you wish to insert 
in the record ¢ 

Mr. Kurnerevrer. I do, Mr. Chairman. 

Mr. Heinkel couldn't be here, because he is out of the State, and he 
asked me to present this statement, which is a general statement, and 
I can see the committee is going to be crowded for time. I can see some 
expert witnesses here who would be much more helpful to the com- 
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mittee than I could be, and therefore I would like permission to file 
this statement. 
Mr. Cuuporr. I want to thank you. 
We accept the statement from you. Let it be admitted in the record. 
(Statement submitted by Mr, Kinefelter is as follows :) 


STATEMENT OF FRED V. HEINKEL, PRESIDENT, MISSOURI FARMERS ASSOCIATION 


Members of the committee, my name is Fred V. Heinkel. I am president of 
the Missouri Farmers Association, and my address is Columbia, Mo. The Mis- 
souri Farmers Association is a statewide farm organization which has a mem- 
bership of more than 153,000 farm families, about 95 percent of whom are also 
members of some 50 REA-financed farmer electric cooperatives which serve rural 
people in our State. 

I was also a member of the Missouri Basin Survey Commission which studied 
the land and water resources of the Missouri River Basin and reported to the 
President on January 12, 1953. 

Thus I am acquainted with the general situation in the Southwest region with 
respect to farmer electric cooperatives and their problems, and am keenly aware 
of the great need for low-cost electric power among farm people. 

In the years ahead the demand for electric power will be almost insatiable, but 
not only in agriculture, but among the American people generally. 

Consider, for instance, the matter of soil fertility. Since early colonial days 
our soil fertility has been declining at an alarming rate. We may never be able 
to stop the loss entirely, but it is essential that we make sincere efforts to arrest it. 

One of the principal ingredients necessary for restoring fertility to wornout 
soil is phosphate rock. The biggest deposits of this lifegiving mineral are located 
in Idaho. In fact, I understand that approximately 85 percent of the Nation’s 
phosphatic resource is located in that region. These enormous deposits should 
be developed without delay. But in order for this development to be economi 
cally feasible, low-cost power must be available. Such low-cost power could be 
produced by Hells Canyon Dam. 

Thus, the farmers of Missouri have a big stake in whether or not Hells Can- 
yon Dam is built. And I hope that your committee will look into this matter 
while you are inquiring into the power question. 

At the present time trainloads of phosphate rock are coming into Missouri 
from Florida. At this rate, the deposits in Florida will be exhausted, perhaps 
within our lifetime. They should be conserved for use in the eastern part of the 
country. If this were done the phosphate rock at that location would last for a 
long time and continue to be a cheap source of supply for agriculture along the 
east coast. 

If the Florida deposits are not conserved for use in that section, the time will 
come within our lifetime when most of agriculture east of the Mississippi River 
will either have to import phosphate rock from abroad, or pay high freight rates 
and other costs to get it shipped from Idaho and the Far West. To us in Missouri 
the difference in cost between importing from Florida or Idaho would be 
negligible. 

Delay in building Hells Canyon Dam could mean the difference between hunger 
and plenty in the next generation of the American people. Plenty of low-cost 
electric power is essential if agriculture is to keep on producing an abundance of 
nutritious food at low cost and thereby maintain the high standard of living 
that makes our country the envy of the rest of the world. 

Low-cost electric power is likewise the key to greater abundance at lower cost 
in industry. As you well know, electric power multiplies the output of workers. 
making possible the production of large volume at low cost. Unless the amount 
of available electric energy keeps pace with our growth in population, our present 
living standard cannot be maintained, but will sink to lower and lower levels. 
As the number of fertile acres diminishes, the diet of the American people will 
become more and more restricted to cereals. There will be a drop in the produc- 
tion of raw materials for making clothing and other necessities, with the result 
that there won’t be enough of those things to go around. 

It is common knowledge that in this State and region there is already a power 
shortage. Completion of Table Rock Dam will help for awhile, but there will be 
an ever-increasing demand for electric energy, not only in the urban centers of 
this area where the population is growing, but also on our farms to take the 
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place of farmworkers who are decreasing in number with the decline in rural 
population. 

In the face of such a dire need to move forward on the power front, the lack 
of “starts” on public dams during the past 2 years has been alarming to those 
of us who are close to the problem. We have been dismayed by the delaying 
controversies over such important projects as Hells Canyon Dam and have beeu 
disturbed by the disruptive promotion of projects like Dixon-Yates in Arkansas 

Speaking in behalf of the association of which I am president, and which rep- 
resents some half million people here in the Midwest, I am heartened that a 
committee of Congress is concerned and interested enough to review the whole 
situation. 

You can shed some light in dark places. We earnestly hope that you will in- 
quire into whether the Interior Department has attempted to drive wedges among 
the farmer-owned and REA-financed power cooperatives in Missouri and this 
region. 

We hope you will shed some light upon why the contracts between our power 
cooperatives and the Federal Government were reneged on and upon why these 
farmer-owned power cooperatives were instructed to enter into alliance with the 
private utilities. 

We hope that you will expose the fallacy in the claim that the private utilities 
pay big taxes, when actually they merely collect the taxes off consumers. We 
hope you will inquire into the use of utility funds for propaganda purposes and 
into the wisdom of utility rates being lowered in order to make impossible such 
mnisuse of the people’s money. 

We hope that you will find out for sure whether or not any of the private 
utilities have been engaging in political activities, as has been rumored. 

These suggestions we make certainly are not meant to imply that either I or 
the association I represent is against private utilities. We are not against them. 
We believe it proper that private utilities furnish the bulk of the electric energy 
and serve a large majority of the consumers. 

What we object to is their disregard for the needs of farmers. Had it been 
left to the private utilities, rural people would still be stumbling around in the 
dark and performing by time and energy consuming methods all the tasks that 
are now done with electricity. 

If the private utilities had accepted their public responsibilities, there would 
be no Rural Electrification Administration or farmer owned electric cooperatives. 
There probably would be no Southwestern Power Administration. They wouldn't 
be needed if the utilities had provided low-cost power for the farmers and rural 
America. 

I hold to the view that the people should own the dams that provide power 
from the streams which are owned by all the people and that it is wrong to give 
away such power to favored utility stockholders for private exploitation. By 
the same token, power produced by public dams should be made available first 
to municipalities, other governmental agencies, and cooperatives. 

The preference customer policy was established years ago by the Congress. 
I hope you will find out whether or not the Interior Department and the Rural 
Electrification Administration have been observing it strictly. If they have, then 
I believe this committee owes it to the Interior Department to disclose the facts 
and thereby remove suspicion and answer charges to the contrary. 

At present, the belief is widespread that there are preference, preference 
customers and that the Interior Department has urged that power produced 
from publicly owned dams be channeled through cooperatives to private utilities 
and thereby circumvent the preference customer policy. 

The Southwestern Power Administration has been close to us here in Missouri. 
This agency has enabled us to make long and rapid strides forward. Through 
it, the Government has helped the people to help themselves, to do for themselves 
things that they could not have done without governmental assistance. This 
is in line with the view expressed by President Abraham Lincoln as to the 
responsibilities of government, and with that view I concur wholeheartedly. 

3ut our whole power arrangement in the Southwest was placed in jeopardy 
when the Government reneged on its contracts with the farmer-owned electric 
cooperatives. Our new power cooperatives and G. T. lines are threatened with 
bankruptey. There are undoubtedly thousands of rural people, and others, who 
do not yet understand what’s been going on in SPA territory. Unless Congress 
reinstates the old contracts and implements this whole power structure, under 
standing will one day come to the people, and with it great anger. That will be 
the day when their electricity rates go up sharply, as they inevitably will if these 
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cooperatives are allowed to become bankrupt through no fault of their own. 
We are highly pleased that the Congress recently voted to reinstate SPA’s 
continuing fund. 

Aside from parity prices for their products, there is nothing of a material 
nature that means so much to rural people as electricity. It has cut farmers’ 
costs of production, lifted many drudging burdens from their backs, and pre- 
served food that would otherwise have been wasted. Electricity has at last 
brought to our farm families comforts and conveniences that have been common- 
place to urbanites for years. Farm people have a deep appreciation for these 
blessings of electricity, and they will not give them up without a bitter fight. 

Knowing their attitudes, beliefs and feelings as well as I do, I can assure this 
committee, without reservation, that the farm people of Missouri and the South- 
west will be grateful to you for looking into the muddled power situation in our 
region. If there is some way in which we can be of assistance to you in this 
important undertaking, please let us know. Thank you very much for the courtesy 
you have shown to me at this hearing. 

Mr. Cuuporr. If we don’t make some time, we might find it neces- 
sary to have a night session. I hope it won’t be necessary. 

We will now take a 10-minute recess. 

(Short recess.) 

Mr. Cuuporr. The subcommittee will be in order. 

Is Mr. E. FE. Karns, of Anadarko, Okla., in the room ? 

I am rather amazed at that, because he is under subpena, and I was 
informed by Mr. Gibson that he took himself off somewhere else to 
work on an Air Force contract. He is under subpena by a subcom- 
mittee of the Congress of the United States, and not appearing in ac- 
cordance with the subpena, he is in contempt of this committee, and I 
will take such steps as are open to me under the law to see that he is 
held in contempt of Congress and prosecuted to the full extent of the 
law, unless he is here at 10 o’clock tomorrow morning promptly. 

Now, we don’t have to notify him, but I will give him a chance to 
get here. 

Any witness under subpena by a committee of the Congress must 
honor that subpena and appear here, and cannot leave unless he is 
duly excused. 

Lam rather amazed at Mr. Karns’ not appearing. 

Is Mr. Robinson in the room ? 

Mr. Roprnson. Yes, sir. 

Mr. Cuuporr. Will you take the witness chair, Mr. Robinson ¢ 

Mr. Austin. Mr. Robinson, would you give your full name to the 
committee, sir ? 

Mr. Cuuporr. Your full name, address, and your capacity. 


STATEMENT OF E. W. ROBINSON, MAYOR, CITY OF 
POPLAR BLUFF, MO. 


Mr. Rostnson. My name is E. W. Robinson. 

Mr. Cuuporr, And what is your address, please 

Mr. Rosrnson. Poplar Bluff, Mo. I am the mayor of the city of 
Poplar Bluff, Mo. 
Mr. Cuuporr. Do you havea prepared statement ? 
Mr. Ropitnson. Yes, sir. 
Mr. Cuvuporr. Do you want to read it? 
Mr. Roprnson. 1 would like to, and I would like to leave a copy of 
with the gentleman here, if that is in line. 
Mr. Cuuporr. Mayor, I notice that you have with you another gen- 
tleman. 
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Mr. Roginson. He is the manager of our light department, sir. 

Mr. Cuuporr. What is his name, sir? 

Mr. Rosinson. Mr. Jerome C. Berryman. 

Mr. BerryMan. I havea statement, too. 

Mr. Cuuporr. Proceed. 

Mr. Rosrnson. Gentlemen, I am appearing here today in response 
to a letter of August 22, 1955, from Congressman Earl C hudoff, chair- 
man of the subcommittee, in which he requested me to testify before 
the subcommittee meeting in Springfield, Mo. 

My statement concerning availability of power to the city of Poplar 
B luff, Mo., will necessarily be short, as the detailed information con- 
cerning our contract with the Southwestern Power Administration 
will be covered by a statement by the manager of the city electric de- 
partment for Poplar Bluff, Mo. 

Through the past several vears, I have attended many meetings, 
both in Tulsa. Okla., and at W ashington, D. C., in order to further 
the program for the development of Government power in the South- 
west. J ama strong believer in municipal ownership and the record 
of our electric department in Poplar Bluff since 1917, has been out- 
standing. Although we own our own steam generating facilities, 
we have found in the past few years that with the growth of our ¢ ity 
and the extensive use of electricity by the people in Poplar Blut 
that the cost of extending these facilities has increased rapidly. I 
have felt that the development of the Government power program 
in this area has been a boon to the small towns and rural cooperatives 
that have served the people in the Southwest. The population 1s 
widely scattered with few urban areas of sufficient size to justify the 
tremendous investments required in generation facilities. Much of 
this area has not been served by transmission facilities of the private 
power companies. Each community has been forced to rely upon it- 
self for its development. This is an expensive means of furnishing 
electric current to the customer. 

With the development of the Southwestern Power Administration 
transmission facilities through this area, it has been possible for many 
communities to supplement their generation with peaking power from 
this source. Since the power was available it has been utilized to 
great advantage by these customers. 

During the ; summer of 1953 and 1954, due to the drought and ex- 
treme water shortage throughout this area, there has been no increase 
in the power avail: able to these preference customers. It seems that 
as time goes on, with the development of these Government facilities, 
including the construction of Table Rock Dam, there should be more 
power available for the preference customers. It is my belief that 
this additional power should be allocated in a fair and impartial way 
to the preference customers. The major private utilities are increas- 
ing their own generating facilities and they are tied together in power 
pools throughout this area in such a way that their requirements can 
he met more easily than those in the smaller communities. 

Mr. Cuvuporr. Any questions? I understand that the gentleman 
with you has a statement. 

Will you proceed ? 

Mr. Jonas. I would like to ask Mr. Robinson one question. 
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What do you get, 1,500 kilowatts in your contract from Southwest- 
ern Power? 

Mr. Ropinson. Yes, sir. 

Mr. Jonas. You get that directly from the Southwestern Power Ad 
ministration or through the private utility ¢ 

Mr. Rosinson. Over M.& A. lines. 

Mr. Jonas. What is M. & A.f You mean you get it through one 
of the G. and T.’s¢ 

Mr. Roprnson. Yes, sir. 

Mr. Jonas. Your contract demand is for 1,500 kilowatts ? 

Mr. Rosinson. That’s right, sir. 

Mr. Jonas. How much isthe population of Poplar Bluff? 

Mr. Rosinson. Roughly around 18 or 19 thousand, sir. 

Mr. Jonas. Does that 1,500 kilowatts supply all of your needs? 

Mr. Rosirnson. Oh, no, sir. 

Mr. Jonas. Where do you get the rest / 

Mr. Ropinson. We generate our own power, steam plant. 

Mr. Jonas. You have a steam plant / 

Mr. Rosrnson. Yes, sir. 

Mr. Jonas. And have had one how long ? 

Mr. Rosrnson. Since 1917. However, it has been enlarged from 
time to time. 

Mr. Jonas. What is its capacity ¢ 

Mr. Rostnson. 8,000. That isthe total. 

Mr. Berryman. That is the total. Firm capacity, about 5,000. 

Mr. Jonas. You don’t buy any energy from private utilities ? 

Mr. Ropinson. No, sir. 

Mr. Jonas. But you are equipped with your own steam generating 
facilities ¢ 

Mr. Rosrnson. Yes, sir. 

Mr. Cuvuporr. How many meter users do you have ¢ 

Mr. Roprnson. 5,200, Mr. Berryman says. 

Mr. Cuuporr. Will you proceed with your statement / 


STATEMENT OF JEROME C. BERRYMAN, MANAGER, CITY 
ELECTRIC DEPARTMENT, POPLAR BLUFF, MO. 


Mr. BerryMan. Chairman Chudoff and Mr. Jonas, my name is 
Jerome C. Berryman. I am manager of the city utilities, board of 
public works, Poplar Blutf, Mo. 

I am appearing here today in response to a letter of August 22, 1955, 
from Congressman Earl Chudoff, chairman of the subcommittee, in 
which he requested me to testify before the subcommittee meeting in 
Springfield, Mo. 

The information I present is of a general nature. If you have any 
questions, I will try to answer them. 

The city electric department, Poplar Bluff, Mo., entered into a con- 
tract, No. ISPA-393-1, with the United States Government, through 
the Southwestern Power Administration, Department of the Interior, 
December 5, 1950. This contract provided for a contract demand of 
1,500 kilowatts. Service to the city of Poplar Bluff from the South- 
western Power Administration began in December 1953. Since that 
time the city has purchased power in line with the provisions of the 
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contract up to the present date. On March 6, 1954, a letter was writ- 
ten to the Honorable Fred G. Aandahl, Assistant Secretary, Depart- 
ment of the Interior, asking that the city of Poplar Bluff be allocated 
an additional 500 kilowatts in the year 1954, and an additional 500 in 
the year 1955; amending the present contract from 1,500 kilowatt- 
hours to 2,500 kilowatt-hours. Later in a meeting in Jefferson City it 
was pointed out that there was no additional power available at that 
time and so no action was taken toward amending the contract. On 
November 13, 1954, a letter was written to Mr. Douglas Wright, Ad- 
ministrator, Southwestern Power Administration, Tulsa, Okla., ask- 
ing 500 killowatt-hours additional peaking power for the summer of 
1955. Reply also received November 24, wherein it was pointed out 
that all power has been committed, and due to the drought, some con- 
tract requirements had been curtailed. Since that time no action has 
been taken toward amending the contract. The city of Poplar Bluff 
has been waiting to see if additional power would become available. 

In 1950, when the original contract was negotiated, the maximum 
demand for the year was 3,900 kilowatt-hours; in 1953, the first year 
of operation under this contract, the maximum demand 5,200; in 
1954, the maximum demand was 6,050; this year, in 1955, the maxi- 
mum demand this summer has been 6,700. This seasonal peak, of 
course, has been due to air-conditioning, which has been experienced 
all over the country. When we negotiated this contract in 1950, we 
did not estimate that the peak demand would rise so sharply in such 
a short time. During the past few months we have installed a used 
turbine unit which increased our capacity by 700 kilowatts, but has 
not materially aided our future growth. Plans for a complete new 
turbine generator and boiler unit will require the expenditure of over 
a million dollars. At the present time, the city electric department 
is not financially able to carry too heavy an investment. 

The board of public works, city of Poplar Bluff, Mo., has asked 
me to express their position concerning Government power. We 
feel that with the orderly development of the Government power pro- 
gram and transmission facilities, that smaller communities can be 
assisted in the development of their electric progress without hurting 
the power program of the country. Due to conditions that are par- 
ticularly applicable to smaller cities, it is impossible for them to be 
incorporated in large networks or power pools, such as now exist 
throughout the privately owned utilities. These things are self-evi- 
dent as much of the operations of the municipality under the munic- 
ipal system are held within the corporate limits. 

We feel that as additional power becomes available through better 
weather conditions and through the construction of additional dams. 
that the need of the preference customers should be considered first 
and that the needs of existing contract customers be reviewed and 
that the power be distributed in a fair and impartial way. This 
statement is made to support the continuance and the development of 
the Southwestern Power Administration, not in competition with 
other utilities, but in development of this great area. The citizens of 
the city of Poplar Bluff, Mo., are ready to accept their responsibilities 
and cooperate in the fullest extent. ; . 

I might point out that I have been past president of the Missour: 
Association of Municipal Utilities. I have been engaged in this pro 
eram for several years. 
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The original program, as you know, as it was set up, has been 
turned down. A lot of people have been left by the wayside with 
expectations of things to come that didn’t develop. 

In Missouri I think there are only four small cities, and the city 
of Springfield, that are getting any power at all from the Southwest- 
ern Power Administration. We are on the edge, of course, of the area 
served by the Missouri Utilities Co., of Cape Girardeau. 

If it is of any interest to you, why, they are in direct competition 
with the city of Poplar Bluff every day since they have one-third of 
the business and we have two-thirds. 

So I know what competition with the private utilities is like, and 
we enjoy it, and I think we are still friends, but in a business way 
we have to look after the responsibilities we have toward our con- 
sumers. 

Our rates are fairly low for a small town. Through the years that 
the city has owned this plant, there have been four reductions in rates. 
We are now operating at a rate schedule set up in 1941, regardless of 
the increased cost of operation. 

Our appearance here today is somewhat different from the other 
people who have been here before you. We are interested in one thing 
primarily, that is, as the needs of this area grow, and as the power sup- 
ply grows, that the preference customers get first chance at it, and 
that. the citizens of Poplar Bluff get their share of that. 

We don’t expect the Government to finance the citizens of Poplar 
Bluff. We know that we never will get complete firm power to take 
care of our requirements. 

But in order to take care of an extra thousand kilowatts, which 
would be a very, very small item in the total overall picture probably, 
which might suffice for another year or two or maybe longer, we don’t 
feel that we should bond our community to the extent of $1 million 
to furnish that when the transmission facilities are already constructed 
and the power is in the area. 

If we are in error, then of course we will take whatever steps are 
necessary, but until that time comes, we are going to present our 
thoughts and try to get our part of that work done. 

I think Mr. Miller, of Springfield, will have more to say about the 
State as a whole, so I will confine my remarks to Poplar Bluff. 

Mr. Cuuporr. Yes, sir. 

Any questions, Mr. Austin ? 

Mr. Austin. Mr. Berryman, I want to clear up for the record one 
statement you made that I didn’t understand. There is a company 
that you say you are in competition with, they get one-third and you 
get two-thirds. 

What did you mean? 

Mr. BerryMan. The city of Poplar Bluff was originally served by 
the Missouri Utilities Co., of Cape Girardeau, Mo. They own a net- 
work that covers all of southeast Missouri, not all of it, but a good 
portion of it, and their headquarters are at Cape Girardeau. 

They have a steam plant at Poplar Bluff, another plant at Cameron, 
and they are tied in with Arkansas & Missouri Power Co. They are 
now under contract to be tied into Union Electric Co., of St. Louis. 

They were originally in Poplar Bluff in 1917, and the people of 
that city were dissatisfied with the rates and built their own plant. 
For some reason there was enough difference of opinion that part of 
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the citizens stayed with the old company, and so that has continued 
through the years, which is an unusual situation. 

However, it occurs in several places. Their lines go down one side of 
the street, ours go down the other. A customer gets mad and doesn’t 
want to pay his Dill; he chi inges, which makes for a wonderful w ay of 
operation, but nevertheless we live with it. 

Mr. Austin. Do you really mean that? A person can disconnect 
from one and go to another ? 

Mr. Berryman. That’s right, sir. 

Mr. Austin. I didn’t know it existed. 

Mr. Cuupvorr. How isthe rate? Isthe rate the same? 

Mr. Berryman. We make the rates. 

Mr. Cuuporr. And they supply the power at the same rate you do? 

Mr. Berryman. That’s right. They have to. 

Mr. Cuuporr. If they get angry at you, they can say, “We don't 
like the way you are operating, We are going to go to a private com- 
pany.’ 

Mr. Berryman. They not only can do that, they do it every day. 
Not every day, it’s not quite that frequent. 

Mr. Cuuporr. You can’t do that with the Bell Telephone Co. If 
you don’t like the kind of service they give you, you don’t have tele- 
phone service. 

Mr. Berryman. That’s right. 

Mr. Cuvporr. Is there any other municipality or any other city i 
the country that can do the same thing you do at Popl: u’ Bluff? 

Mr. Berryman. It seems to be very prevalent in southeast Mis- 
sourl. I don’t know if the people down there are more independent 
than anywhere else, but something is wrong. In Sikeston, Mo., 50 
miles east of us, another SPA customer, who is not represented here 
today, they have the same situation. In Kennett, about 35 miles to 
the southeast of us, they are in competition with Arkansas-Missouri 
Power Co., so we have lots of fun in southeast Missouri. 

Mr. Cuuporr. Do you lose many customers? Do they ever get 
angry ? 

Mr. BerryMan. Well, that is part of my job, Congressman, to try 
to keep them from changing, but they do change. 

Mr. Cuvpvorr. What percentage of your users will change and how 
many times a year will they do it / 7 

Mr. Berryman. I couldn’t tell you about that, but I lose 2 or 3 a 
month, probably, and I steal 2 or 3 of theirs, probably. I better strike 
that out of the record, but I mean we swap them back and forth. 

Mr. Cuvuporr. So in addition to your engineering duties, you are a 
public relations man ? 

Mr. Berryman. Well, I am not much of an engineer, but I at least 
know what they are doing. That’s about all I can say for that. 

But it is a situation that requires some outside assistance. When 
you talk about negotiating a contract with a private power company, 
you are not talking to the city of Poplar Bluff, because it is kind of 
like buying groceries in another man’s store, you see. Pretty soon 
you wouldn't have any customers. They would say, what’s the use 
of trading with the city if they have to get their power from the utili- 
ties anyway ? 

In fact, we have tried at one time in an emergenc y to work out an 
agreement, which wasn’t a very satisfactory one, because they have 
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never been too satisfied with the rates. I don’t blame them much, be- 
cause once or twice the city reduced the rates without notifying them 
in advance, so that didn’t please them very much. 

Mr. Cruporr. In the State of Missouri, can you reduce the rates 
and raise the rates at your own convenience ? 

Mr. Berryman. In the State of Missouri, the city council or the 
city government centrols the city utilities. The Public Service Com- 
mission has no control over it whatsoever. 

Mr. Cuvuporr. That is done by ordinance? 

Mr. Berryman. City ordinance; yes, sir. 

Mr. Cuvuporr. If you really wanted to, you could put them out of 
business, then, because if you reduced your rate substantially, you 
would have all their customers. 

Mr. Berryman. We still operate on a business basis. We have got 
to make expenses. 

Mr. Cuuporr. You have a gentlemen’s agreement ? 

Mr. Berryman. It is not exactly that, but by the time you get an 
order through the city council, ever ybody in town knows about it any- 
way, so I don’ t think they were too surprised at any time. 

Mr. Jonas. You couldn’t hardly do that and run up a deficit, you 
don’t have anybody to pick up the tab. 

Mr. Berryman. That right. 

Speaking about taxes, I might point out one little item. 

I don’t know if this is the place for it, but we did a lot of talk about 
taxes when we get to talking about Gov ernment power. I think last 
year they paid the city $2,080 to operate in the city. That, of course, 
doesn’t include their State school tax or any of the rest of it. The 
department contributed about $14,000 to the operation of the city. 

We don’t pay any of the city bills, except light bills, and things of 
that nature, because we can’t take the money from the ¢ ity’s customers 
and let the taxp: wers that is on utilities go free, so we don’t contribute 
any money as cash money to the city treasury, just street lights, and 
things of that nature. 

Mr. Cuuporr. Are you short of power, except for the normal load 
growth ? 

Mr. Berryman. Our load growth has been a little excessive. Right 
after the war in 1946, when “I went there, their peak was 2,950 kilo- 
watts. This year it is 6,700 kilowatts. There has been an increase 
of about 30 a cent in the popul: ition in the community. 

Mr. Cuuporr. You have a contract with the SPA, don’t you? 

Mr. BerryMan, Yes, sir. 

Mr. Cuuporr. Have you asked them for additional power ? 

Mr. Berryman. Yes, sir. 

Mr. Cuuporr. Of course, they told you that they can’t give it to 
you because it is committed elsewhere; is that right? 

Mr. BerryMan. That’sright. Yes, sir. 

Mr. Cuuporr. You heard Mr. Dillon testify that there are a number 
of dams being constructed and also a number of dams being planned 
for the future. After that construction is completed and these dams 
are constructed, then do you think the SPA will be able to give you 
the additional power that you need ? 

Mr. Berryman. We want somebody to see to it that they do. 

Mr. Cuvporr. In other words, you think there ought to be an act 
of Congress saying that they have to do it? 
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Mr. BrerryMan. | though there already was an act of Congress. 
Mr. Cuuporr. There is. In other words, you want the act enforced 
Mr. BerryMan. Yes, sir. 

Mr. Cuuporr. The Flood Control Act of 1944 provides for prefer- 
ence customers, but if you enter into a contract with the SPA and they 
don’t have additional power because they have committed the addi- 
tional power to be given to other cities and other private utilities, 
they can’t possibly supply you with it, can they ¢ 

Mr. BerryMan. No, sir. That’s right. 

Mr. Cuuporr. What I am driving at is this: You want to make 
sure these new dams that give additional power, that you get your 
fair share of it. 

Mr. BerryMan. We want to maintain the contract that we made 
in good faith with them. These are other things that enter into the 
picture which are not of our immediate concern but affect us. 

If the G. & T.’s are priced out of business, or whatever happens to 
them, then we are going to be a long ways from where the Government 
power is. 

In other words, we are getting our power now over G. & T. lines, and 
it would require some additional building. It could be done. But 
what we are getting at is, we want to maintain the program as it goes 
in a reasonably orderly manner. We don’t want to compete with pri- 
vate utilities. 

We hold no brief against them, and they shouldn’t hold any against 
us. We are local business, and both domg a good job to serve the 
people. We are trying to do it as cheap as possible. I don’t know 
whether they are or not. Maybe that is not a fair statement, but I 
don’t know. 

Mr. Cuuporr. You say that you have reduced the cost of power to 
the consumer at least twice in the past 10 years, and you are operating 
under the same price that you sold power for in 1941. 

Mr. BerryMan. No, sir. What I meant, what I should have said, if 

I didn’t, is the city started operations in 1917. During the interim 
period they have reduced the rates four times, and the last reduction 
was in 1941. 

We have never increased the rates, and we are operating today at 
the rates set up in 1941, despite considerable increase in cost. 

Mr. Cuuporr. Where are you getting your extra power to take care 
of the normal load growth ? 

Mr. Berryman. We generate it ourselves. 

Mr. Cuvporr. So you don’t have to buy it from a private utility be 
cause you can’t get it from SPA. 

Mr. Berryman. No, sir. We have spent in the last 10 years over $1 
million already on our powerplant. That is why we don’t want to 
spend another million in the next 2 or 3 years. 

Mr. Cuuporr. Do you have any questions, Mr. Jonas? 

Mr. Jonas. Y es. Let’ssee about these rates. 

What do you pay for the power you get from SPA ? 

Mr. Berryman. I think the average cost last year was about 5.6 
Or ¢ D, a. i 

Mr. Jonas. What do you charge for it ? 

Mr. Berryman. Our overall income from our customer, that is the 
only thing I can tell you. 
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Mr. Jonas. What do you charge for 200 hours of electricity ? 

Mr. Berryman. 100 hours is 3.66. 

Mr. Jonas. You mean 3.66 cents ? 

Mr. BerryMan. $3.66. 

Mr. Jonas. $3.66? 

Mr. BerryMan. Yes, sir. 

Mr. Jonas. For the first 100 hours? 

Mr. Berryman. That’s right. 

Mr. Jonas. And what for the next? 

Mr. Berryman. 250 hours, the way it is broken down, it is $6.66, 
and then 500 kilowatt-hours is about 8 dollars and something, $8.36 
I believe it is—$8.66. 

We have a progressive scale, you see. We go down and sell it for a 
cent and a half, and we give them a 10 per cent discount. We are sell- 
ing it when they get into that bracket for 1314 mills. That is what 
we are selling it for. Our overall income, Congressman, is about 2 
cents. That gives you the best picture. 

Mr. Jonas. What is the lowest amount of power that takes the 1.3 
mill rate? 

Mr. Berryman. For a residential customer, all over 300 kilowatts. 
A man with an air conditioner has given us a rough way to go, 
because it is getting below our cost. 

Mr. Cuuporr. How can you sell it so cheap and the other com- 
panies can’t ? 

Mr. Jonas. That isn’t so cheap, is it, $3.66 for the first 100 hours? 

Mr. Berryman. That is the original rate, you see, Congressman. 
You know the small user always pays the highest rate. 

Mr. Cuuporr. That is the minimum rate. 

Mr. Berryman. The minimum is 60 cents for 12 kilowatts, that is 
the minimum, but we have got a lot of people that that’s all they pay. 
We can’t even bill it for that. 

But, you see, where you get your money in this kind of a straight 
setup like we have is in commercial customers. 

Mr. Crruporr. I don’t like to interrupt you, but I thought the reason 
you could sell it so cheap, the minimum $3.66, you have got a lot of 
minimum users. 

Mr. Berryman. No,sir. The minimum is 60 cents for 12 kilowatts. 
You can’t even read the meter for that. 

We have several hundred like that, but we have a lot of low-income- 
group people in Poplar Bluff. Salaries are not too high. 

Mr. Cuvuporr. How does your rate compare with the rate for the 
city of Springfield, Mo., for instance ? 

Mr. Berryman. I don’t know. I imagine theirs is as low or lower 
than ours, because they have got a greater ‘concentration. 

Mr. Cuuporr. Yet you are » selling it at the 1941 rate, which had been 
reduced four times since 1917. 

Mr. BerryMan. Yes, sir. 

Mr. Jonas. That has been the history of the power business. Rates 
have gone down progressively, haven’t they ? 

Mr. BerryMan. Yes, sir; until recent years. Some of them are 
going up again now, and our competitor has had some reductions in 
rates in these other towns. He has also had some increases. It is 
a leveling-off process. 
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Mr. Jonas. In 1917, very few people could afford power. 

Mr. Berryman. Thats’ right. 

Mr. Jonas. As it is produced on a mass quantity, the unit cost goes 
down. 

Mr. Berryman. Telephone bills haven’t gone down, Congressman. 
They have had three increases in the last 5 years in our town. 

Mr. Cuuporr. They have had a big increase in labor costs. 

Mr. Berryman. I guessthat’sright. We have, too. 

Mr. Jonas. How long have you been getting this power from 
M.&A.? 

Mr. Berryman. December 1953; a little over a year. 

Mr. Jonas. At that time did they build the transmission line to 
Poplar Bluff? 

Mr. Berryman. M. & A. has a diesel plant at the west part of 
Poplar Bluff, and it is part of their system, you see. Their line hap- 
pens to go 3 miles north of Poplar Bluff, and SPA taps their line 
and brings it to Poplar Bluffs, and M. & A. just carries it over their 
line. 

Mr. Jonas. Where do they get the rest of their power that they 
don’t generate from this diesel unit ? 

Mr. Berryman. SPA connects to their plant, their generating sta- 
tion, 4 miles west of Poplar Bluff. 

Mr. Jonas. SPA, you mean one of the G. and T.’s? 

Mr. Berryman. No; SPA connects with M. & A. at Poplar Bluff. 

Mr. Jonas. Is that near a dam, one of the hydro projects ? 

Mr. Berryman. No, sir. It comes up, it is maybe a hundred miles 
from Bull Shoals or down in Norfolk, down that way. 

Mr. Jonas. How long has Southwestern Power, SPA, had a plant 
there? 

Mr. Berryman. You mean M. & A.? 

Mr. Jonas. You said SPA had one. 

Mr. Berryman. No, sir. M. & A. has the plant, but SPA connects 
with M. & A.’s plant at Poplar Bluff. 

You see, they have a transmission line that comes up through 
Doniphan, Mo., and down into northern Arkansas, at Norfork. 

Mr. Austin. Just to clear up a couple of things, do you have any 
contract with the M. & A.-G. & T., at all? 

Mr. Berryman. No, sir, no contract. 

Mr. Austin. You are served over their lines, but you don’t deal 
with them; you deal strictly with SPA? 

Mr. Berryman. Yes, sir. 

Mr. Austin. And they say, “We will make delivery at better deals 
than M. & A.”; is that mght? 

Mr. Berryman. We have no bookkeeping contact with M. & A. 
at all. 

Mr. Austin. Have you ever asked for any secondary or dump power 
for use in Poplar Bluff ? 

Mr. BerryMan. No, sir. 

Mr. Austin. Your contract is strictly for firm power? 

Mr. Berryman. Yes, sir. 

Mr. Austrx. And you haven’t made any request for any secondary 
or dump, even though you have generation ? 
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Mr. Berryman. We never did get that far. Originally, years ago, 
they talked about an interchange, but nothing ever developed on that, 
so all we have taken is peaking power. 

Mr. Austin. Peaking power? 

Mr. Berryman. That’s right. 

Mr. Austin. Yours isn’t even firm; it is peaking? 

Mr. Berryman. We call it peaking. It is firm power, all right. 

Mr. Austry. But you use it on top of your own steam plant, in 
other words ? 

Mr. Berryman. That’s right. 

Mr. Avusttn. Does the Missouri Utility Co. buy power from SPA? 

Mr. Berryman. No, sir. 

Mr. Austin. They don’t have any interconnection with SPA at all, 
no exchange ? 

Mr. BerryMan. No, sir. I am sure they don’t. 

Mr. Austin. I think that is all I have. 

Mr. Cuuporr. Thank you. 

For the record, concerning the subpena of FE. E. Karns, of Ana- 
darko, Okla., Mr. Karns was subpenaed and appeared before the sub- 
committee at Washington, and was advised that he would be called 
again when the committee had hearings in Springfield, Mo. I was 
under the impression he had been notified by registered mail to be 
here today. 

A check of the records indicates that he was notified by ordinary 
mail, so we will give him the benefit of the doubt that he may not 
have received our ordinary letter. By registered letter we would have 
had a return receipt, and therefore we are going to give him an op- 
portunity to appear tomorrow, rather than proceed against him with 
contempt proceedings. 

The next witness is Mr. H. D. Miller, of Springfield. 

Mr. Miller, would you state your name, address, and official capacity, 
for the record, please ? 


STATEMENT OF H. D. MILLER, GENERAL MANAGER, CITY 
UTILITIES OF SPRINGFIELD, MO. 


Mr. Mitirr. My name is H. D. Miller. I am general manager of 
the City Utilities of Springfield, Mo. 

Mr. Cuvuporr. Do you have a statement, which you wish to make 
before this committee ? 


Mr. Mitier. Not a prepared statement, in that sense. I was under 


the impression. and had been informed, in fact, by letter from the 


committee, that they would like to know of our experiences in dealing 


with SPA. 

[ have here the relevant files which relate to that, and T think T ean 
give you a fairly coherent story. 

One qualification I would like to make at this time is that I will 


have to deal in terms of information I received from others for the 


period prior to September 1952, which was the time I came to Spring 
field. However, IT believe I can summarize it in a fairly coherent 
manner and fairly accurately. 

Would you like me to go ahead ? 

Mr. Cuvporr. Will you proceed ? 
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Mr. Mitier. The City Utilities, of Springfield, Mo., was acquired 
from the Springfield Gas & Electric Co., in 1945. With your permis- 
sion I would like to give this background because it is essential to a 
complete understanding of the whole picture. 

‘The City Utilities consists of the gas, electric, and transit systems 
for the city of Springfield. At the time of acquisition the total demand 
for the city of Springfield Was approximately 18,000 kilowatts. That 
was served from an old powerplant. The newest unit in the plant was 
manufactured in 1923. 

The approximate total capability of that plant at that time was 
about 18,000 kilowatts. Since that time they have managed, by vari- 
ous—I can’t find the right word—minor improvements, let’s put it 
that way, to the point where now it has a consistent capacity of approxi- 
mately 20,000 kilowatts, and at times we have been able to go as high as 
22 000. 

I should add, incidentally, that the firm capability or the firm 

capacity of that plant is approximately 11,000 kilowatts. 

In addition to that plant, at that time the utility was served by the 
Empire District Electric Co., of Joplin, with a contract that had 
top agreement of 7,000 kilowatts deliverability. As soon as the utility 
was taken over, the city proceeded immediately to reinforce their 
power-supply facilities. 

Obviously a powerplant as old as that one could not be relied upon, 
and the first move was to endeavor to build a powerplant. The studies 
were made by the consulting engineers, and finally in 1949 the matter 
was brought to an election. 

In the meantime, however, the development of the SPA program was 
progressing. A psychology perhaps is the better word to use, a psy- 
chology developed in the community that there was going to be a tre- 
mendous quantity of cheap Government power available, and as a 
result of that situation, which incidentally was encouraged by the 
SPA staff, the position arose that they were unable to carry this elec- 
tion. They had reached an emergency point, so far as power supply 
was concerned. and as a result of that loss of election, it was necessary 
to renegotiate the contract with the Empire ace Electric Co. 

I am not exactly certain of my figures on this, but I believe that the 
old contract provided power to the city in the range of 7 to 8 mills. 
The new contract contained a number of provisions that have since 
become rather onerous in this respect. 

In the first place, the price that we pay, $1.95 per kilowatt for our 
demand, based upon the current month’s demand. In addition to 
that, it is necessary for us to pay a minimum demand charge based 
upon a percentage which varies according to the age of the contract 
for the entire life of the contract. 

In other words, at the present time the highest demand we have 
created against Empire District is 12,400 kilowatts, and our minimum 
demand, which we must pay at this time, is 65 percent of that. 

After the beginning of 1958, that will drop back to 55 percent. 

The second step that occurre -d was that a vear later another election 
was called, this time, however, without the initiative coming from 
the board of public utilities. This election was lost at a rather large 
margin. I believe it was inthe range of 2 to 1 against it. 

About this same time—I can dig the dates out, if thev are impor 
tant—we entered into a contract with SPA. The informa n | ive 
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been given as to the negotiations that occurred at that time was that 
initially they disc ussed « contract perhaps up in the range of forty to 
fifty thousand kilowatts. 

The SPA representative at that time of course had a lot of power to 
sell, and as a result of that they were rather, shall I say, extravagant 
in the proposals that were made as to the amount of power that Spring- 
field should tie up. 

However, after a year or two, it became quite obvious that there 
would not be these excessive amounts of power available for sale, and 
the policy as expressed by the SPA staff was that they would not con- 
tact for a greater amount of power than Springfield could use effi- 
ciently. The implication at all times, however, was that as the Spring- 
field requirements grew, that additional power would be made 
available. 

I believe that brings us up to the period of time when I first came 
on the scene. At that time our demand had grown to 31,000 kilowatts. 

The renegotiated contract with Empire District provided no limit 
officially in ‘the contract, but did provide that the limitation would be 
the c apacity of their lines to deliver power to us. 

At that time, and it still is about 18,000 kilowatts, although it has 
never been stretched to the limit, so we can’t say positively that they 
might not be able to run it up to as much as 20,000; bear in mind, at 
that time we had a 31,000-kilowatt demand. 

We had a firm capacity in the old plant of about 11,000 and we had 
capacity from Empire in the range of about eighteen to twenty thou- 
sand kilowatts, or a total firm capability of about equal to the maxi- 
mum demand. 

As a matter of practice, however, most of that demand was satisfied 
from the old plant, and actual demand created against Empire was 
12,400 kilowatts. 

I would like to proceed now to the period shortly after the first of 
the year of 1953. Bear in mind that all during this period, which was 
after Secretary Chapman had finally turned down the 12-company 
contract, there were rumors, all of them alarming, in respect that they 
varied all the way from inability to get any more power to possibilities 
that even the firm power contracts might be canceled or got around 
in some way. 

The information we received, of course, was nearly all second- 
hand. Weatthetime were not seriously concerned. 

I should add, by the way, that in the summer of 1953 the contract 
for 10,000 kilowatts which had been negotiated, I believe in 1950, 
was finally brought to active use and we did have an additional 10,000 
kilowatts from SPA. At that time our peak load, as I say, was 31,000 
kilowatts. 

In the summer of 1953 our people drew 36,500 kilowatts, I believe 
it was, and we were again approaching a period where we were oper- 
ating without reserve capacity. 

In August of 1953, August the 28th to be exact, we wrote a letter 
to Mr. Wright in which we stated, in effect, that we had been review- 
ing our requirements and it appeared we were going to need more 
capacity. The only practical alternative to a large-se: ule powerplant 
in such a program is to continue an increase in our commitment from 
the Southwestern Power Administration. This applies to the period 
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after 1957, which is the earliest date the new powerplant could be 
brought into operation. 

Apparently this time we will need 5,000 kilowatts in the spring of 
1955 and another 5,000 in the spring of 1956. 

And then the balance of the letter is merely : “What can you do or 
will you do?” I don’t believe the committee has a copy of this letter. 
If you would like it, we can have one made and give it to you. 

Mr. Cuvuporr. Mr. Miller, if you are going to read from any letters, 
we would appreciate it if you would have copies made of those letters 
which you read from, and supply them to the committee if you can. 

Mr. Minter. In most cases the letters that I think are significant, 
you already have copies of. They have been supplied to the staff 
prior to this hearing. 

Mr. Cuvporr. If there are any other letters—— 

Mr. Mitier. That one I would like the staff to check because I am 
not sure they have a copy of this. 

Mr. Cuvuporr. Mr. Austin tells me he doesn’t have a copy of that 
letter, and I would appreciate it if you would submit it. 

Mr. Mitier. We will see to it that you have it tomorrow. 

The answer that I received from Mr. Wright, and this also may be 
a letter which you do not have, dated September 11, 1953—do you 
have that? 

Mr. Cuuporr. We have the letter. 

Mr. Mitier. Would you like me tosummarize it ? 

Mr. Cuvvorr. Would you, please. 

Mr. Mitter. Generally speaking, that the city of Springfield i 
preferred customer. He goes on to say: 


However, neither the city of Springfield nor any other customer of the South- 
western Power Administration can or should depend upon this Administration for 
its total power requirements or for the power necessary to take care of future 
load growths. 

* cs « * * * * 

To specifically answer the questions set forth in your letter, the city of Spring- 
field cannot plan on increasing its contract with the Southwestern Power Ad- 
ministration from 10,000 kilowatts to 15,000 kilowatts on or about May 1, 1955, 
nor increasing its contract from 15,000 kilowatts to 20,000 kilowatts on or about 
May 1, 1956, nor on continued increases averaging about 5,000 kilowatts per 
year thereafter. 

At the present time the Southwestern Power Administration would be in a 
position to increase the existing contract with the city of Springfield from 
10,000 kilowatts to 15,000 kilowatts, provided the city of Springfield demonstrated 
that it required and would use the additional 5,000 kilowatts. However, this 
ability to increase our contract with the city of Springfield would be dependent 
entirely upon the power and energy being available at the time the city of Spring- 
field requested the amendment to its existing contract. 


The point I want to bring out there is that initially our impression 
was that the capacity would be available, and in fact the city was 
urged to buy more than they needed. Later the attitude was reversed, 
and that only the amount required by the city would be made available. 

Following that, we made a further study, decided that we could re- 
arrange our system somewhat to make it possible to use the additional 
5,000 kilowatts, and on September 15 we wrote, requesting that they 
amend our contract to provide for an additional 5,000 kilowatts. 

Do you want a copy of that letter 

Mr. Cuuporr. Would you please let us have a copy of that letter, 
too. 
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Mr. Mitzer. All right. 

Following an exchange of 2 or 3 letters which are not particularly 
significant—wait; I seem to have made a mistake here. No, the letter 
of September 15 merely stated that we were restudying the problem. 

The letter of October 9, which I believe you do have a copy of— 
you don’t have that one, either? We will give you that one. That is 
the letter in which we asked them to increase the contract. 

This brings out one point that perhaps would be helpful in under- 
standing our situation. We are receiving power at the present time 
from two different sources, besides our power plant: that is, the Em- 
pire District Electric Co. and Southwestern Power Administration. 

These two systems are connected at a rather distant point, and the 
result is that in the flow of power over the individual lines, that it is 
impossible to take power from both of them jointly, that is, on a 
parallel basis. 

The result has been that the portion of the city which uses SPA 
power has to be completely isolated from the remainder of the city, 
where we feed it with our powerplant, supplemented by the Empire 
District Electric Co. 

The only salvation on that would be for us to either abandon one 
or the other, or for some agreement to be reached between Empire Dis- 
trict and SPA to permit a single delivery point, or at least paralleling 
delivery points so that inadvertent flow of power between the two 
agencies would be accounted for. 

This letter of October 9 merely states that we would like them to go 
ahead with the supplement, and points out that we have this problem 
related to the two loads not being able to be parallel. And you do want 
a copy of that / 

Mr. Austin. I do. 

Mr. Mitzter. The next letter that enters into the picture is a letter of 
December 21, to which they attach a proposed increase in our contract, 
or proposed supplement to our contract, which would increase our 
contract demand from ten to fifteen thousand kilowatts. Do you have 
a copy of that letter, and do you want it / 

Mr. Austin. Yes. 

Mr. Miter. I will see that you get that. 

This is a phase of it that we didn’t discuss very much with your staff, 
and perhaps I didn’t understand that it would be of importance to you. 
Now we come to the first letter which I am quite sure you will be in- 
terested in, and I think I should read this in full. This is dated 
February 4, 1954: 
30ARD OF PUBLIC UTILITIES 

C1Ty OF SPRINGFIELD, 
Springfield, Mo. 
(Attention, the President.) 

JENTLEMEN: The electric service agreement dated March 21, 1949, between 
the Board of Public Utilities of the City of Springfield, Mo., and the South- 
western Power Administration (Ispa—256 as amended) specifies that the Govy- 
ernment is obligated to furnish the municipality 15,000 kilowatts of power ca- 


pacity and such accompanying energy as the municipality may require. 


I break in at that point to point out that that makes it a firm power 
contract. 


> 


Under section 8 (a) of the said agreement additional power requirements of 
the municipality will be supplied by the Government only if the Government 
has such capacity available. We regret very much to advise you that the Gov- 
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ernment does not now have available for this purpose any additional power 
capacity. 

In light of the foregoing, this letter will serve to inform the municipality that, 
until additional power capacity is available to this Administration for this pur- 
pose, any future increase in the municipality’s power requirements, above the 
15,000 kilowatts specified in the said agreement as amended, must be supplied 
from some source other than the Government. 

I have got out of my chronology to this extent—no, that is still all 
right. [ am trying to keep this so that the thing will carry forward 
in time period. ‘ 

Now, you have a copy of that letter ? 

Mr. Austin. Yes, sir. 

Mr. Miter. Going back, then, in February we were notified that 
they had no power available. As a result of that letter and earlier 
verbal information we had been given, the city decided that the only 
possible alternative was to again attempt to build a powerplant. 

I won't go through all of the long and involved process, which fi- 
nally culminated in an election on September 14, 1954, at which time 
the voters of Springfield approved a new power plant, initial capacity 
44,000 kilowatts, cost $11,127,000. 

That powerplant is now approaching the construction stage. We 
have approximately $5 million worth of equipment under contract. 
We are now advertising the contract to build the powerplant struc- 
ture itself. That is expected to run about $2 million. 

We expect in about 30 days, 30 to 60 day s, to be advertising for the 
construction of the dam to create the cooling link, and that in turn 
will probably run about $1 million. 

The expected date of operation for the new powerplant is early in 
1957. It must be before May of 1957 or we will really be in trouble 
because we just won’t have enough power. 

I might point out that this year we reached a peak load of 48,000 
kilowatts. Our total absolute ability to receive power, including the 
old powerplant and both sources of power, limiting SPA to 15,000, 
is approximately 54,000 kilowatts. It is only through the fact that 
we had a relatively moderate summer here in terms of temperature 
that we didn’t reach 50,000 kilowatts this year. 

Now, that is without any reserve capacity. We can say today that 
our capacity, with adequate reserves, would be about 35,000 kilowatts. 

Let’s go forward then to October 21, 1954, at which time we wrote 
a letter to Mr. Wright, which I think I would do well to read in its 
entirety : 

DEAR Mr. WRIGHT: It appears from recent developments that probably Table 
Rock Dam will now go forward to completion. 

This was written shortly after Congress had approved an additional 
appropriation. 

The information given out locally indicates that electric power from this 
project will be available in 1959. 

As you know, we are just starting the construction of a new steam generating 
plant of 44,000 kilowatts capacity. This plant will be on the line in 1957, at 
which time most of its capacity will have already been absorbed. Our present 
sources of supply leave us with a very narrow margin of reserve capacity, which 
will be completely wiped out by 1957 and we will probably be again seeking 
additional capacity by 1959. The purpose of this letter is to place ourselves on 
record that we will need additional capacity about the time Table Rock is com 
pleted. Our need will be approximately 35,000 kilowatts. 
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; We would call to your attention the fact that we are a preferred customer and 
it would be appreciated if you would bear our need in mind in any planning as 
to the marketing of the Table Rock capacity. 


Phat was dated October 21, 1954. I believe you have a copy of that 
letter ? 
Mr. Austin. Yes, sir. 
_Mr. Mitier. The reply we received from SPA this time, signed by 
Neighbors instead of Mr. Wright, was an acknowledgment of our 
letter and a statement that a copy of our letter— 


is being forwarded to the Secretary of the Department of the Interior. We are 
certain that at the appropriate time the power requirements of the city of 
Springfield will be given due consideration. 


I think you have a copy of that letter. 

We heard nothing further on that. In fact, there would be some 
queston as to whether we ever received any further reply to that letter. 

I need to go back and say that on March 21, 1955, Mr. Wright made 
a speech before the chamber of commerce in Springfield, and as a result 
of that speech the following letter was written : 


I was most disappointed that I had to be out of town the day you spoke before 
the chamber of commerce. I have heard many complimentary remarks on your 
speech. 

As you probably remember, Marvin Castleberry attended the meeting and his 
recollection of what you said in one respect differs materially from the report 
put out by Mr. Reps, the managing director of the chamber of commerce. 

Mr. Reps reports : 

“Contracts are being written today for Table Rock power and from additional 
units to be installed at Bull Shoals. Within 10 days, eligible users for Table 
Rock power for the first 15 years after completion of the project can contract 
with SPA.” 

If this is correct, we, of course, will be greatly interested in hearing from you. 
You will recall that we wrote to you on October 21, 1954, regarding this very 
matter. 


And I think you have a copy of this letter. 

April 5, 1955, we received this reply from Mr. Wright. I think I 
had better read this in total, also. He acknowledges the letter, and 
then he goes ahead : 


The first part of your quoted statement, “Contracts are being written today 
for Table Rock power and from additional units to be installed at Bull Shoals,” 
is a correct representation of the statement that I recently made. Actually, the 
contracts for power from Table Rock and additional power from Bull Shoals are 
in the process of negotiation and have not been executed as of this date. The 
last part of your quotation, “Within 10 days eligible users for Table Rock power 
for the first 15 years after completion of the project can contract with SPA,” is 
certainly not the impression that I meant to leave with the citizens of Spring- 
field. With respect to this part of the quotation I was speaking strictly from an 
area load standpoint. The impression I meant to convey was that there was 
sufficient load in the area that all of the power that would be available from 
Table Rock and in Bull Shoals could be contracted for within a 10-day period. 

With reference to the last paragraph of your letter, we forwarded your letter 
of October 21, 1954, to Assistant Secretary Aandahl in order that he might give 
careful consideration to the requirements of the city of Springfield when he al- 
located the electric power that would be available from the Table Rock project 
and from additional units at the Bull Shoals project. We feel certain that Assist- 
ant Secretary Aandahl will give careful consideration to your request for addi- 
tional power. 


I think you also have a copy of that letter. 
We waited a while. There is one other letter comes in here. This is 
a letter to Mr. Wright dated April 15, 1955: 
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Your letter of April 5, 1955, states that “the contracts for power from Table 
Rock and additional power from Bull Shoals are in the process of negotiation 
and have not been executed as of this date.” We are somewhat puzzled as to 
how to interpret this statement in connection with our letter of October 21, 1954. 

Certainly we thought we had made it completely clear that we would need 
additional capacity about the time Table Rock is completed. This was stated 
to be approximately 35,000 kilowatts. As a preference customer, we should be 
entitled to some of the additional capacity as it becomes available and we can- 
not understand why we have not been notified that you were ready to allocate 
the new capacity. 

It would be appreciated if you would clarify this situation for use. To make 
sure there is no misunderstanding, we wish to state that we do have a definite 
and certain need for the added capacity and that we will be pleased to discuss 
any details of the problem with you at any time. 


I think you havea copy of that letter. That was April 15. 

We waited and waited. We thought that that was an important 
enough letter that we should get a reply to it very soon. 

Finally, on April 27, we wrote again, this time directly to Mr. 
Aandahl. This is a rather long letter, and yet I believe it would be 
worthwhile reading, if you want to bear with me: 


On October 21, 1954, we wrote to Mr. Douglas Wright, Administrator of the 
Southwestern Power Administration, stating that we wanted to be put on record 
as needing approxiwately 35,000 kilowatts of additional capacity about the time 
Table Rock Dam is completed. On October 22 we received an acknowledgement 
from Mr. Wright stating that the letter had been forwarded to the Secretary ; 
and have heard nothing further from it since. After learning that negotiations 
were underway for Table Rock power and the power from additional units in 
Bull Shoals, I wrote to Mr. Wright again on April 15, 1955, calling his attention 
to the fact that we had stated that we were interested in additional power and 
asking an explanation as to why we (as a preference customer) had not been 
brought into the negotiations. I have received no answer to this letter. 

Recently we have learned of a letter written by Mr. Wright, dated April 18, 
to Mr. U. J. Gajan, manager of the Southwest Louisiana Membership Corp., dis- 
cussing the possible reactivation of the lease operating contracts between SPA 
and certain G. & T. cooperatives. In this letter Mr. Wright refers to the city 
of Springfield in the following sentence: 

“An example of this is the city of Springfield and the city of Carthage, Mo., 
both of which offered large potential markets for the sale of power then, but are 
now installing their own generation.” 

From the context of the remainder of the letter, it appears that Mr. Wright 
was referring to the immediate situation but, to make sure that there is no mis- 
understanding, we wish to state positively that we will need additional power 
supply about the time the additional capacity becomes available to SPA. I 
might point out further that we have said nothing about additional power supply 
immediately because we were led to understand by earlier letters from Mr. 
Wright that SPA had no further power to sell pending the construction of addi- 
tional capacity. Should additional capacity be available at this time, we would 
like to be informed as we believe a restudy of our needs would indicate the 
probability that we should ask for an additional 5,000 or 10,000 kilowatts now. 

This whole situation has caused us to become seriously disturbed as to what 
the attitude of the Southwestern Power Administration and the Department of 
Interior may be in connection with the allocation of the prospective new capacity 
at Table Rock and Bull Shoals plants. Through numerous telephone calls and 
conferences we have endeavored to investigate the many rumors which we have 
heard, and the net result has caused us to seek an explanation from you. 

There seems to be an almost unanimous opinion among the representatives 
of the SPA preference customers that a behind-the-scenes attempt is being made 
to use the preference status of a few of the so-called power cooperatives 1s a 
thinly veiled subterfuge to sell all of the added capacity expected from Table 
Rock and the new units at Bull Shoals to the private power companies. I might 
add that the factual information I have been able to gather appears to support 
such a conclusion. 

It is not our purpose to appear belligerent in this matter, but certainly we do 
not intend to sit idly by and see our preference rights bypassed without a vig 
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orous protest. I would appreciate hearing from you promptly as to what the 
exact situation really is. 

That letter was dated April 27. I believe the committee has a copy 
of this. Do you have a copy of this letter / 

Mr. Austin. I do; yes, sir. 

Mr. Mintier. Now we go forward to May 27. Bear in mind that 
during this time we have received only a small amount of information, 
all of it being that “your needs will be considered.” 

I am unable to get an explanation as to what actually is happening. 

Do you have a copy of my letter of May 17 to Congressman Cannon / 

Mr. Austin. Yes, sir. 

Mr. Mitier. Would you like me to bring that into the picture? I 
dowt know just how you handle this with your committee. 

Mr. Austin. May I suggest, Mr. Chairman, that the May 17 letter 
is largely a summary, is it not, of what you have just read, and so I 
would suggest that it be put in the record here now, but I don’t believe 
it is necessary to ask that it be read at this time. 

Mr. Cuvporr. Is this a letter to Congressman Cannon summarizing 
your communications with the Southwest Power Authority and the 
Assistant Secretary of the Interior ¢ 

Mr. Miter. To a great extent that is true. The general purpose of 
the letter was that it be understood the hearings were being held before 
the Subcommittee in the House, relating to the SPA appropriation, 
and that the problem of this continuing fund the contract and all was 
to be brought up. 

We had no knowledge that this thing would involve the city of 
Springfield at all, and actually what hi: appened was I called Congress- 
man Cannon, told him our problem, and he said he thought it was quite 
important that we get a statement before this committee. I think that 
there is nothing new of importance in that, otherwise. 

Mr. Austin. In order to be certain of it, I have a copy of it in front 
of me; the first page and the first paragraph of the second are simply 
a recap of what you have told us, but you might read the other para- 
graphs, just to be certain that the Congressmen have it before them. 

Mr. Jonas. It is in the hearings before the House committee. Mr. 
Cannon put it in the hearing. I have : already read it. 

Mr. Cuvporr. It is in the hearings before the Appropriations com- 
mittee, the central section. I don’t think you have to take the time 
to read it. 

If there is no objection, we will admit the letter in the record. 

(The letter referred to follows :) 

City UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., May 17, 1954. 
Subject : Power Supply. 
Hon. CLARENCE CANNON, 
Member of Congress, 


House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN CANNON: As promised in our telephone conversation this 
afternoon, I will endeavor to outline below the general situation of the city of 
Springfield as affected by the present controversy relating to the Southwestern 
Power Administration. 

In the first place, the city of Springfield has now active with the Southwestern 
Power Administration a power contract calling for 15,000 kilowatts of capacity, 
which has been in effect for about 2 years. We have approached SPA as to the 
possibility of additional power immediately and have been told, without qualifica- 
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tion, that SPA has no further power available at this time for the city of 
Springfield. 

Our present power supply consists of an old powerplant (newest unit manu 
factured in 1923) with a capability of 20,000 kilowatts; the 15,000 kilowatt con 
tract referred to above with SPA; and a contract with the Empire District 
Electrie Co. which expires in 1959. The amount available from Empire is limited 
by the present physical facilities, which have been estimated to have a maximum 
capability of 18,000 kilowatts. This gives a total capability, without reserve, of 
53,000 kilowatts as our present power supply. Our firm capacity would be about 
35,000 kilowatts. 

In contrast to our power supply, our peak demand last summer was 42,500 
kilowatts, and we expect our demand this summer to reach 50,000 kilowatts. 

We are now in the process of constructing a new steam powerplant with a 
total capacity of 44,000 kilowatts, which is expected to be available early in 
1957. The construction of this powerplant was undertaken only after we had 
been told that further SPA power was not available at this time. Our studies in 
dicate that all of this capacity, after allowance for reserve, will be absorbed by 
load growth before 1959. At that time we will be faced with the alternative of 
putting in additional equipment or obtaining additional capacity from SPA. It 
is expected that the Empire contract will not be renewed since they have so far 
given no indication of willingness to discuss power supply at a price even remotely 
competitive to our own cost of generation. 

Recognizing our need for additional capacity in 1959, we wrote to the South 
western Power Administration on October 21, 1954, asking that we be put on 
record as needing approximately 35,000 kilowatts at the time Table Rock Dam 
was completed, which was expected to be in 1959. This letter was acknowledged 
but no other answer was received. Early in April 1955 we received information 
that negotiations were going on for the sale of power from Table Rock Dam and 
also from additional units to be installed at Bull Shoals and, upon inquiry, we 
were told by Mr. Douglas G. Wright, Administrator of SPA, that: “We feel cer 
tain that Assistant Secretary Aandahl will give careful consideration to your 
request for additional power.” We again wrote Mr. Wright on April 15, inquiring 
as to why we had not been notified that SPA was ready to allocate the new 
capacity. No answer was received to this letter. 

During this period we began to receive rumors and investigated as to what the 
situation might actually be and, as a result of these investigations, wrote a letter 
to Secretary Aandahl, dated April 27, requesting an explanation. This letter has 
not been answered Shortly after this, copies of the letter to Mr. Aandahl were 
sent to the Representative from this district, the Honorable Dewey Short, and 
Senators Hennings and Symington. You will find attached to this letter copies 
of the significant correspondence relating to this situation. 

There is one facet of the situation which involves us directly in connection with 
the proposed reactivation of the old contracts between SPA and the Central and 
Northwest Cooperatives. Service to Springfield by SPA is dependent upon lines 
owned by the cooperatives, since there is no direct connection between the SPA 
Springfield substation and the main SPA system except over the lines of these 
cooperatives. Failure of SPA and the cooperatives to arrive at a mutually a 
ceptable contract could endanger the ability of SPA to deliver even the 15,000 
kilowatts which we now have under contract. 

It was not until yesterday and this morning that we realized that we should, 
pérhaps, have an interest in the hearings which are being conducted by the House 
Appropriations Subcommittee related to this problem. This prompted my tele 
phone call to you. 

We believe that we are clearly a preference customer as set out under section 5 
of the Flood Control Act of 1944 and, since the recent negotiations, particularly 
involving the Northwest Cooperative and Kansas City Power & Light Co., seem 
to be developing a pattern which can only be characterized as an undercover at 
tempt to bypass our preference rights, we are extremely disturbed as to whicl 
way this situation may develop. If we can be of any assistance to your commit 
tee, we would be glad to do whatever you would suggest 

Yours very truly, 
(Signed) H. D. MILLer, 


General Manage) 


Mr. Mitirr. I don’t think there is too much new there. Now, you 
have that letter. 
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Now, then, we still didn’t hear anything, and finally, late in May, 
Mr. Heer, Dorsey B. Heer, the chairman of our board of public utili- 
ties, and myself made a trip to Washington, at which time we inter- 
viewed Mr. Aandahl and, as a matter of fact, several others. I have 
a summary of the conference. I don’t know that there is too much 
more. 

I would again seek advice as to whether you would like that read 
into the record or not. I think you have a copy of that, do you not? 

Mr. Austin. There is a copy here. I would suggest that it be put 
into the record. As to reading it now, it won’t be necessary, I don’t 
believe. 

Mr. Cuuporr. This is a conference with the Assistant Secretary of 
the Interior? 

Mr. Miter. That’s correct. 

Mr. Cuuporr. And we have a copy of that? 

Mr. Miter. You have a copy of my memorandum, I believe. 

Mr. Cuuporr. Would you tell us a little bit as to what is in it, 
summarize it in a rather short space of time? 

Mr. Mutter. I think I can. 

Our principal question of Mr. Aandahl is: Why couldn’t we learn 
something? And over a period of, I judge, an hour, maybe a little 
longer, we had ended up that, in essence, he had nothing to tell us. 

I would like to quote one particular statement that was made here, 
toward the end of this: 


Both Mr. Heer— 
I wrote this— 


and I came away from the conference with the feeling that there was to be more 
learned from what Mr, Aandahl would not say than from what he actually told us. 

One statement, however, that does appear in there is the reference 
to this 130,000 kilowatts that had been set aside for the G. and T. coop- 
erative. I bring that point in because later, I think, it becomes an item 
of some importance. 

There is one other thing I want tosay here. I say here: 

He repeated several times that no allocation of new capacity would be made 
until the contracts to replace the present and inoperative lease operation con- 
tracts were buttoned up. 

And that is a quotation. In other words, if I understand him cor- 

rectly, he was saying, in effect, that the city of Springfield would not 
be considered until the requirements of the G. and 'T. contracts for 
the so-called replacement contracts were provided for. The status ‘it 
pl iced the G. and T. co-ops in made them sort of a preference customer. 

They were being given first preference over the municipalities and the 
other pr eference customers. 


Mr. Cuvporr. If there is no objection we will admit that. 
(The document referred to follows :) 


MEMORANDUM OF CONFERENCE WITH FRED G. AANDAHL, ASSISTANT SECRETARY 
OF THE INTERIOR, TUESDAY, May 24, 1955 


Present at the conference were Mr. Dorsey B. Heer, Mr. Aandahl, Mr. Alex 
Radin, and Mr, H. D. Miller. 

Also present: Mr. Colin Miller, Washington correspondent for local newspaper 

The general purpose of the conference was to endeavor to learn from Mr. 
Aandahl what the present status might be of the allocation of additional capacity 
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to become available in 1959 resulting from the construction of the Table Rock 
project and additional units to be installed at Bull Shoals and why it had not 
been possible to obtain this information by correspondence. 

Upon being asked why we had been unable to get an answer from my letter 
of April 27, Mr. Aandahl replied that he did not think he had seen the letter 
at all and that it had probably become sidetracked in being sent to Tulsa for 
preparation of an answer or some other part of the Department. He stated he 
was certain that it had not come to him either accompanied by u prepared answer 
or for any discussion of policy. 

With regard to the allocation of the additional capacity now available or to 
become available, he stated that the capacity now available amounted to 130,000 
kilowatts. This was the result of the capacity formerly committed under the 
inoperative G. & T. contract plus 75,000 kilowatts from the Arkansas Power 
& Light Co. in exchange for the capacity of the Blakely Mountain project less 
the amount of the reduction of overall salable capacity which had resulted from 
the restudy of capabilities in the light of record low stream flows of the last year. 
He stated that this 130,000 kilowatts had been definitely and finally committed 
to the G. & T. co-ops involved in the new inoperative lease operative contracts. 
When it was suggested that Springfield could use some of that power, he stated 
that the 130,000 kilowatts was definitely committed at this time. 

In discussing the new capacity to be available in 1959 from Table Rock and 
Bull Shoals, he made the flat statement that no allocation had been made as 
yet; that it was involved in the present effort being made in Congress to reactivate 
the old contracts; and that he did not think there would be any decision made 
for the next 2, 3, or 4 months—at least not before the question before Congress 
was settled. Upon being questioned as to whether or not tentative obligations 
for some of the new capacity might have been involved in the negotiations between 
the G. & T. co-ops and the private companies, he would not make a definite 
statement but merely repeated that no allocation had been made. During his 
discussions, he repeated several times that no allocation of the new capacity 
would be made until the contracts to replace the present inoperative lease oper- 
ation contracts were “buttoned up.” At no time did he deny positively that 
some of the new capacity was involved in the replacement contracts, nor would 
he state positively that some of it was, nor would he give us any indication of 
the amount. 

The next question related to arrangements for delivery of power to Springfield 
to fulfill its present contract with SPA since no provision had been put inte 
the proposed replacement contracts to provide for that delivery. Mr. Aandahl 
stated that that would be covered by a supplement to these contacts 

It was next pointed out to Mr. Aandah! that the proposed replacement con 
tracts actually sold energy which would be needed to fulfill the present Springfield 
contract; and his reply was that he was not familiar with the details of the 
contract. He further stated that it was the fixed policy of the Department 
to fulfill the existing contact with Springfield and that if we were correct it 
would be necessary to revise the replacement contract to permit sale of power 
under our present contract. 

Mr. Aandahl was very careful in his choice of words. It seemed quite evident 
that he realized the peculiar situation that the Department was endeavoring 
to establish and that he needed to be extremely careful in what he said to avoid 
ziving us an opportunity to use any statement he might make as a means of 
blocking the replacement contracts. Both Mr. Heer and I came away from the 
conference with the feeling that there was more to be learned from what Mr 
Aandahl would not say than from what he actually told us. 

With regard to the replacement contracts, he stated that the present status 
was that they were on his desk awaiting approval. When questioned about 
the parallel contracts needed between the G. & T. co-ops and the power company, 
he said that he thought they were working on them in the Rural Electrification 
Administration offices at this time. 

H. D. MILLER 

May 27, 1955. 


Mr. Austtn. May I ask, was the summary made recently or im- 
mediately after the conference / 

Mr. Mituer. I didn’t get that: I am sorry. 

Mr. Austin. Was the summary made by you immediately after the 
onference or was it made just recently ? 
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Mr. Miniter. No; it was made within just a few days after I re- 
turned. It wasn’t made immediately, the same day. I would say 
it was probably a week later, approximately, when the summary was 
dictated. 

Mr. Jonas. Do you have an extra copy of that? I would like to 
see it. 

Mr. Miter. I don’t believe I have an extra copy here. I can get 
one for you, Congressman, if you like. 

Mr. Jonas. That’s all right ; I can look at this one. 

Mr. Mitier. Now, then, with reference to these replacement con- 
tracts, we were brought into that by indirection and by omission. 

Literally, of course, we have no great interest in the contracts with 
the G. and T. cooperatives other than the fact that we are buying 
from the same source. We should at least have the same preference 
status or an equal preference status, and there is one further problem 
that enters into it. 

The service we receive from the Southwestern Power Administra- 
tion comes from a substation on the southwest corner of Springfield. 
This substation is served by a transmission line, which is sort of, you 
might say, an orphan. 

It starts at Marshfield, Mo., and ends at Carthage, Mo., and at no 
point does the SPA system itself contact this transmission line. 

The original plans contemplated that certain lines would be built 
from Bull Shoals to Springfield, including the line from Bull Shoals 
to Marshfield, and a line directly to Springfield. However, in the 
process of the development of the so-called lease operation contracts, 
the G. and T. cooperatives built those lines in lieu of SPA. 

I understand that the money was actually appropriated for the 
lines, and was later turned back. We were left then in a position 
that we were completely dependent, so far as the SPA power was 
concerned, upon the continuation of some kind of contractual rela- 
tionship between SPA and the G. and T. cooperatives. 

Actually, we had a very considerable interest in the contracts be- 
tween the G. and T.’s and SPA because we wanted to be sure that they 
were going to be able to continue to deliver power to Springfield. 

Then, there also was the provisions of the proposed contract. I 
don’t know just which revision I have, but it was one of the later re- 
visions. It was the one that was activated at the time we talked to 
Mr. Aandahl. This contract contained provisions which, in effect, 
sold power already committed to the city of Springfield, sold this 
power to the N. W. Cooperative, to in turn be delivered to the Kansas 
City Power & Light Co. 

I would like to read a letter that I wrote to Mr. Wright on May 
27, which I believe fairly well clears it up. Iam sorry, it is a rather 
long letter, but unless you think I should summarize it, I believe it 
would be advisable to read the whole thing. 

Mr. Cruporr. Let’s hear it. We might as well listen to it. 

Mr. Mitier. Tam sorry this is extending out too long: 

You will recall you sent me copies of the proposed replacement contracts in- 
volved in the current effort being made to solve the dilemma of the G. and T. 
cooperatives which was created by congressional failure to appropriate funds 
for the old lease-operated contracts. Since receiving these contracts, I have 
given them considerable study and there are several things which do not seem 
to be consistent with our present contract for 15,000 kilowatts 
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In the first place, I find no reference to any arrangement being made to deliver 
our power to Springfield. Certainly we have a great interest in being sure that 
SPA has an adequate and reliable means of delivering that power, and we are 
particularly interested that both the N. W. and the Central lines be available 
for that delivery to give us better continuity. For your information, this matter 
was Called to Mr. Aandahl’s attention and he stated that he assumed that a 
supplemental contract might be necessary for this purpose. 


Bear in mind at the time of our conference with Mr. Aandahl, he 
stated that the completed contracts were on his desk awaiting his 
approval. 

Going back to the letter : 


There is a further provision in these contracts which also has us disturbed. 
The energy to be sold is divided into “hydro peaking energy,” which is measured 
as the amount which could be produced based on the lowest streamflows of 
record; “hydro supplemental energy,” which is defined as the difference between 
2,400 kilowatt-hours per kilowatt per year and the “hydro peaking energy”; 
and “hydro secondary energy,” which is the excess available over and above 
the “hydro peaking energy” and the “hydro supplemental energy.” In sub- 
paragraph (i) of paragraph (d) of section 3, reference is made to the obligation 
SPA has to deliver secondary energy to Texas Power & Light Co. and Arkansas 
Power & Light Co. as one category and to the use of not to exceed 16 million 
kilowatt-hours per year for the delivery of “continuous electric service’ to the 
cities of Poplar Bluff, Sikeston, and West Plains, Mo., the North Arkansas Electric 
Cooperative, Sho-Me Power Corp., and M. & A. Electric Power Cooperative. 

Following this, in subparagraph (11), it states that all hydroelectric secondary 
energy in excess of that mentioned in subparagraph (i) “shall be available for 
sale” to the N. W. Electric Power Cooperative, ete. Two questions arise in this 
regard: First, since Springfield’s contract is for firm service and contains no 
limitation as to kilowatt-hours, where will the Springfield requirements above 
2400 kilowatt-hours per kilowatt per year come from? Secondly, Springfield 
is in a preference position as to secondary energy as well as peaking and supple- 
mental energy, and we feel that this would contract away our preference rights 
to secondary energy. 

It may be that our interpretation of the contract does not agree with your 
own, or that we have overlooked some other portion of the contract which might 
take care of these problems. Mr. Aandahl was unable to give us an explanation, 
Saying that he was not familiar with all of the details of the contract. It would 
be most helpful if we might have an explaination of how this contract might be 
interpreted in the light of the preference provisions of the Flood Control Act 
of 1944. 

In general, we question that any part of the contract could be considered as 
complying with the Flood Control Act of 1944 since it is plainly stated in one 
of the “whereas” paragraphs that the purpose of the contract is to provide for 
the sale by N. W., to the Kansas City Power & Light Co., of power purchased 
preferentially from SPA. We feel that the preference clause in the Flood Control 
Act could never be interpreted to support the use of a preference customer as a 
mere tool or vehicle in making the sale to a customer who did not hold preference 
Status. I am confident you could expect a reaction from the city of Springfield 
in the event this contract were signed. 


So far as I know, that is as far as it got because in the meantime it 
got into the Congress, and the atmosphere appeared to indicate that 
the continuing fund or some substitute would be reestablished. and 
that actually did happen. We never did receive a reply to this letter 
of May 27. 

Tam about done. 

Now, I have got a very long letter here from Secretary Aandahl. 
dated May 31. which actually goes back and answers our letter of 
April 27, and in a sense goes back and answers our letter of October 
of 1954. You have copies of it. It has been well publicized. 

T don’t know that there is too much that can be said about it, except 
as I read it. he goes round and round and round. 
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I find very little in it that can be said to be a real answer to ou: 
problem, until we come to the last paragraph, and, again, quote: 

After our contractual relations with the G. and T. cooperatives have been 

firmly established, we will be in position to consider the further applications 
of other preference customers. I am hopeful that the disposition of these 
contracts can be determined during the course of the current year. 
_ Now, the point I am trying to make throughout this whole thing 
is that, No. 1, if it hadn’t been for the interference of Congress, it 
is almost certain that contracts would have been entered into with cer- 
tain G. and T. cooperatives using them as purely a flimsy excuse to 
sell the power yet to come from Table Rock and added units at Bull 
Shoals directly to the power companies. 

These proposed replacement contracts provided for the sale—and 
here I must quote hearsay rather than absolute personal knowledge. 
I am told that in the case of N. W., the contract provided for the 
sale immediately of 35,000 kilowatts. N. W.’s demand is about 20, 
I believe. An additional 35,000 kilowatts in, I believe, 1957, and 
another 15,000 kilowatts in 1959. 

The point I want to bring out is this: They can’t take care of 
our future needs, but they can take care of the future needs of the 
power company. That is the thing that has had me irritated all the 
way through this. 

In spite of our preference position, they have used this flimsy 
excuse of attempting to sell this power to a private company, in ab- 
solute violation of the Flood Control Act. Fortunately for them, 
maybe I should say this as a possibility rather than an actual actuality, 
but certainly as a possibility it may be quite fortunate for them that 
they were never able to consummate that contract, because I am sure 
there would have been tremendous legal action developed from it. 

I have spoken a little bit more strongly than I intended, and I am 
sorry, but that is one thing I feel pretty strongly about. 

Now, the only thing I can add more to this, is this: I believe you 
have a copy of this letter of May 31. Do you also have a copy? I 
believe you do, of the statement that the city of Springfield presented 
before the Senate subcommittee through Mr. Radin. 

Mr. Austin. What date is that? 

Mr. Mitxer. Dated June 16, 1955. 

Mr. Cuvuporr. The Senate Subcommittee on Appropriations ? 

Mr. Miter. Yes. 

It would be in the record. It was placed there by Mr. Radin, man- 
ager of the American Public Power Association. 

Mr. Austin. I don’t find that. 

Mr. Miturr. I can make a copy available. It would be in the com- 
mittee record. 

Mr. Austin. I have it; excuse me. 

Mr. Miter. I don’t think there is anything new to be put into that. 
It is not quite to the point, in that this deals with the appropriation 
as it affects the city of Springfield. 

I am sorry to have taken so much time, Congressman, but I hope I 
haven’t wasted any. 

Mr. Cuuporr. Without objection, all copies of communications we 
have copies of will be placed in the record, and all copies of letters 
that you are going to give us will be placed in the record. 
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(The documents referred to follow :) 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa 1, Okla., September 11, 1958. 
Mr. H. D. MILLER, 
General Manager, City Utilities of Springfield, Mo., 
Spring/sield, Mo. 

Dear Mr. MILLER: This will acknowledge receipt of your letter of August 28, 
1953, requesting information regarding the ability of the Southwestern Power 
Administration to provide power for the future requirements of the city of 
Springfield. 

The city of Springfield, Mo., is a preferred customer, and as such is entitled 
to preference in the purchase of power from this Administration, providing that 
this Administration has available for sale the power and energy required. How- 
ever, neither the city of Springfield nor any other customer of the Southwestern 
Power Administration can or should depend upon this Administration for its 
total power requirements or for the power necessary to take care of future load 
growths. This is true for the following reasons: 

1. In order for this Administration to make power and energy available 
to its customers at the lowest possible cost, it is necessary that at all times this 
Administration sell and receive payment for all of the available power and 
energy. 

2. The Southwestern Power Administration does not have any control 
over the time when additional power facilities will be installed in existing 
hydroelectric projects or when new hydroelectric projects will be completed 
and ready for commercial operation. 

To specifically answer the questions set forth in your letter, the city of Spring- 
field cannot plan on increasing its contract with the Southwestern Power Ad- 
ministration from 10,000 kilowatts to 15,000 kilowatts on or about May 1, 1955, 
nor increasing its contract from 15,000 kilowatts to 20,000 kilowatts on or about 
May 1, 1956, nor on continued increases averaging about 5,000 kilowatts per 
year thereafter. 

At the present time the Southwestern Power Administration would be in a 
position to increase the existing contract with the city of Springfield from 10,000 
to 15,000 kilowatts, provided the city of Springfield demonstrated that it required 
and would use the additional 5,000 kilowatts. However, this ability to increase 
our contract with the city of Springfield would be dependent entirely upon the 
power and energy being available at the time the city of Springfield requested the 
amendment to its existing contract. 

We appreciate very much your interest in obtaining your power requirements 
from the Southwestern Power Administration and if there is any additional 
information that we can furnish you, please feel free to call on us. 

Sincerely yours, 

DoveLtas G. Wricut, Administrator 





City UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., August 28, 1958 
Subject: Additional power supply. 
Mr. Dovue.ias G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 


DEAR Mr. Wricut: Recently we have been reviewing our power requirements 
for the next few years. From these studies it is quite apparent that it will be 
necessary to provide additional capacity soon either by new equipment or 
additional purchase. 

The only practical alternative to a large-scale powerplant construction program 
is continued increase in our commitment from the Southwestern Power Admin- 
istration. This applies to the period after 1957, which is the earliest date a 
new powerplant could be brought into operation. Prior to this time we will 
need 5,000 kilowatts in the spring of 1955 and another 5,000 kilowatts in the 
spring of 1956. 

Will you please indicate what we can plan on from SPA toward the following: 

(a) Increase our contract from 10,000 kilowatts to 15,000 kilowatts on or 
about May 1, 1955. 
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(0b) Inerease our contract from 15,000 kilowatts to 20,000 kilowatts on or 
about May 1, 1956. 

(c) Continued increases averaging about 5,000 kilowatts per year there- 
after. 

It would be most helpful if you would outline for us the present program of 
SPA as it relates to our future load growth. It is imperative that we give imme- 
diate attention to this problem. The part to be taken by SPA power in our 
power-supply requirements is a fundamental question which must be answéred 
before we can make any concrete plans. 

Yours very truly, 
H. D. Minier, General Manager. 


Ciry UTriLities OF SPRINGFIELD, Mo., 
Springfield, Mo., October 9, 1953. 
Subject: SPA power contract. 
Mr. DouGLas G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 


DEAR Mr. Wricut: You will recall in our letter of September 15, we stated 
that we would review our probable power requirements for next year to deter- 
mine whether or not we could use an additional 5,000-kilowatt contract with.the 
Southwestern Power. These studies are now complete and we feel certain that 
we can make the necessary arrangements to utilize the added power supply. 

The complicating factor is the present need of separating our system to avoid 
paralleling the SPA and Empire District Electric Co. supplies. Should you be 
able to perfect an interchange agreement with Empire, our problem would be 
greatly simplified. However, we believe we can modify our operating plan 
sufficiently to transfer additional load to your portion of our system, which, 
together with known new loads and probable growth of your present load, should 
require close to 15,000 kilowatts. 

If you will proceed with the preparation of an amendment to our present con- 
tract to provide for the increase from 10,000 to 15,000 kilowatts, this change 
can then be put into effect. 

Sincerely yours, 
H. D. Minter, General Manager. 


DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa, Okla., December 31, 1953. 
Mr. H. D. MILLER, 
General Manager, City Utilities of Springfield, Springfield, Mo. 

DEAR Mr. Minter: An amendment to the electric-service agreement between the 
Board of Public Utilities of the City of Springfield and this Administration 
(Ispa—256) covering an increased contract demand of 15,000 kilowatts effective 
June 1, 1954, has been approved by the Secretary of the Interior and 8 copies are 
submitted herewith for consideration by the board of public utilities. 

After approval, please return 4 signed copies, being certain that the seal is 
affixed in the 2 places indicated on each copy. One certified copy of the resolution 
showing acceptance by the board of the amendment should accompany the four 
signed copies of the amendment. 

The amendment should not be dated as this will be done at the time execution is 
completed in this office. 

Very truly yours, 
SAM SCALES, 
(or Frank M, Opitz, Chief, Services and Billing Branch). 
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DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa, Okla., February 4, 1954 
BOARD OF PUBLIC UTILITIES, 
City of Springfield, Springfield, Mo 


(Attention : The President. ) 

GENTLEMEN : The electric-service agreement duted March 21, 1949, between the 
Board of Public Utilities of the City of Springtield, Mo., and the Southwestern 
Power Administration (Ispa—256, as amended) specifies that the Government 
is obligated to furnish the municipality 15,000 kilowatts of power capacity and 
such accompanying energy as the municipality may require. 

Under section 3 (a) of the said agreement additional power requirements of 
the municipality will be supplied by the Government only if the Government has 
such capacity available. We regret very much to advise you that the Govern 
ment does not now have available for this purpose any additional power capacity 

In light of the foregoing, this letter will serve to inform the municipality that, 
until additional power capacity is available to this Administration for this pur 
pose, any future increase in the municipality’s power requirements, above the 
15,000 kilowatts specified in the said agreement as amended, must be supplied 
from some source other than the Government. 

Very truly yours, 
Doueias G. Wricitt, Administrator: 


City UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., October 21, 1954. 
Subject: Power Supply. 
Mr. DouGLas G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 

DEAR Mr. WriIGHT: It appears from recent developments that probably Table 
Rock Dam will now go forward to completion. The information given out locally 
indicates that electric power from this project will be available in 1959. 

As you know, we are just starting the construction of a new steam generating 
plant of 44,000 kilowatts capacity. This plant will be on the line in 1957, at 
which time most of its capacity will have already been absorbed. Our present 
sources of supply leave us with a very narrow margin of reserve capacity, which 
will be completely wiped out by 1957 and we will probably be again seeking 
additional capacity by 1959. The purpose of this letter is to place ourselves 
on record that we will need additional capacity about the time Table Rock is 
completed. Our need will be approximately 35,000 kilowatts. 

We would call to your attention the fact that we are a preferred customer and 
it would be appreciated if you would bear our need in mind in any planning as to 
the marketing of the Table Rock capacity. 

Yours very truly, 
H. D. MILLER, 


General Manager. 


DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa 1. Ok}a.. Octoher 22, 1954 
Mr. H. D. MILLER, 
General Manager, City Utilities of Springfield, 
Springfield, Mo. 

DEAR Mr. MILLER: This is to acknowledge your letter of October 21, 1954, re 
garding the future electric power requirements for the city of Springfield, Mo 

A copy of your letter is being forwarded to the Secretary of the Department 
of the Interior. We are certain that at the appropriate time the power require- 
ments of the city of Springfield will be given due consideration. 

Very truly yours, 


GEORGE J, NEIGHBORS 
Chief, Division of Rates and Customer Service 
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City UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., March 30, 1955. 
Subject: Power Supply. 
Mr. DouGLas G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 

DrAR Douc: I was most disappointed that I had to be out of town the day you 
spoke before the chamber of commerce. I have heard many complimentary re- 
marks on your speech. 

As you probably remember, Marvin Castleberry attended the meeting and his 
recollection of what you said in one respect differs materially from the report 
put out by Mr. Reps, the managing director of the chamber of commerce. 

Mr. Reps reports: “Contracts are being written today for Table Rock power 
and from additional units to be installed at Bull Shoals. Within 10 days, eligible 
users for Table Rock power for the first 15 years after completion of the project 
can contract with SPA.” 

If this is correct, we, of course, will be greatly interested in hearing from you. 
You will recall that we wrote to you on October 21, 1954, regarding this very 
matter. 

Yours very truly, 
(Signed) H. D. MILuEr, 
General Manager. 


DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa 1, Okla., April 5, 1955. 
Mr. H. D. MILER, 
General Manager, City Utilities of Springfield, 
Springfield, Mo. 

DEAR Mr. MILtER: This will acknowledge receipt of your letter of March 30, 
1955, referring to remarks that I recently made before the chamber of commerce 
in Springfield. 

The first part of your quoted statement ‘Contracts are being written today 
for Table Rock power and from additional units to be installed at Bull Shoals,” 
is a correct representation of the statement that I recently made. Aetually, the 
contracts for power from Table Rock and additional power from Bull Shoals 
are in the process of negotiation and have not been executed as of this date. The 
last part of your quotation “Within 10 days eligible users for Table Rock power 
for the first 15 years after completion of the project can contract with SPA” is 
certainly not the impression that I meant to leave with the citizens of Spring- 
field. With respect to this part of the quotation I was speaking strictly from an 
area load standpoint. The impression I meant to convey was that there was suf- 
ficient load in the area that all of the power that would be available from Table 
Rock and in Bull Shoals could be contracted for within a 10-day period. 

With reference to the last paragraph of your letter, we forwarded your letter 
of October 21, 1954, to Assistant Secretary Aandahl in order that he might give 
careful consideration to the requirements of the city of Springfield when he 
allocated the electric power that would be available from the Table Rock project 
and from additional units at the Bull Shoals project. We feel certain that Assist- 
ant Secretary Aandahl will give careful consideration to your request for addi- 
tional power. 

Very truly yours, 
Dovuetas G. Wricut, Administrator. 


Crry UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., April 15, 1955. 
Subject : Power supply. 
Mr. DouaLas G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 

Dear Mr. Wricnt: Your letter of April 5, 1955, states that “the contracts 
for power from Table Rock and additional power from Bull Shoals are in the 
process of negotiation and have not been executed as of this date.” We are 
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somewhat puzzled as to how to interpret this statement in connection with 
our letter of October 21, 1954. 

Certainly we thought we had made it completely clear that we would need 
additional capacity about the time Table Rock is completed. This was stated 
to be aproximately 35,000 kilowatts. As a preference customer, we should be 
entitled to some of the additional capacity as it becomes available and we 
cannot understand why we have not been notified that you were ready to allo- 
cate the new capacity. 

It would be appreciated if you would clarify this situation for us. To make 
sure there is no misunderstanding, we wish to state that we do have a definite 
and certain need for the added capacity and that we will be pleased to discuss 
any details of the problem with you at any time. 

Yours very truly, 
(Signed) H.D. MIter, 
General Manager. 


Crry UTILitTies oF SPRINGFIELD, Mo., 
Springfield, Mo., April 27, 1955. 
Subject: Power supply. 
Mr. FreD G. AANDAHL, 
Assistant Secretary, Department of Interior, 
Washington, D.C. 

DEAR Srr: On October 21, 1954, we wrote to Mr. Douglas Wright, Admin- 
istrator of the Southwestern Power Administration, stating that we wanted to 
be put on record as needing approximately 35,000 kilowatts of additional capac- 
ity about the time Table Rock Dam is completed. On October 22 we received 
an acknowledgment from Mr. Wright stating that the letter had been forwarded 
to the Secretary ; and have heard nothing further from it since. After learning 
that negotiations were under way for Table Rock power and the power from 
additional units in Bull Shoals, I wrote to Mr. Wright again on April 15, 1955, 
calling his attention to the fact that we had stated that we were interested 
in additional power and asking an explanation as to why we (as a preference 
customer) had not been brought into the negotiations. I have received no 
answer to this letter. 

Recently we learned of a letter written by Mr. Wright, dated April 18, to 
Mr. U. J. Gajan, manager of the Southwest Louisiana Membership Corp., dis- 
cussing the possible reactivation of the lease operating contracts between SPA 
and certain G. and T. cooperatives. In this letter Mr. Wright refers to the city 
of Springfield in the following sentence: 

“An example of this in the city of Springfield and the city of Carthage, Mo., 
both of which offered large potential markets for the sale of power then, but 
are now installing their own generation.” 

From the context of the remainder of the letter, it appears that Mr. Wright 
was referring to the immediate situation but, to make sure that there is no 
misunderstanding, we wish to state positively that we will need additional 
power supply about the time the additional capacity becomes available to SPA. 
I might point out further that we have said nothing about additional power 
supply immediately because we were led to understand by earlier letters from 
Mr. Wright that SPA had no further power to sell pending the construction 
of additional capacity. Should additional capacity be available at this time, 
we would like to be informed as we believe a restudy of our needs would indi- 
cate the probability that we should ask for an additional 5,000 or 10,000 
kilowatts now. 

This whole situation has caused us to become seriously disturbed as to what 
the attitude of the Southwestern Power Administration and the Department of 
Interior may be in connection with the allocation of the prospective new ca- 
pacity at Table Rock and Bull Shoals plants. Through numerous telephone calls 
and conferences we have endeavored to investigate the many rumors which we 
have heard, and the net result has caused us to seek an explanation from you. 

There seems to be an almost unanimous opinion among the representatives 
of the SPA preference customers that a behind-the-scenes attempt is being made 
to use the preference status of a few of the so-called power cooperatives as a 
thinly veiled subterfuge to sell all of the added capacity expected from Table 
Rock and the new units at Bull Shoals to the private power companies. I 
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might add that the factual information I have been able to gather appears to 
support such a conclusion. 

It is not our purpose to. appear belligerent in this matter, but certainly we 
do not intend to sit idly by and see our preference rights bypassed without a 
vigorous protest. I would appreciate hearing from you promptly as to what the 
exact situation really is. 

Yours very truly, 
(Signed) H. D. MILLER, 
General Manager. 


Crry UTILITIES OF SPRINGFIELD, Mo., 
Springfield, Mo., May 27, 1955. 
Subject : Power supply. 
Mr. Doucias G. WRIGHT, 
Administrator, Southwestern Power Administration, 
Tulsa, Okla. 


DeEAR Mr. WRIGHT: You will recall you set me copies of the proposed replacement 
contracts involved in the current effort being made to solve the dilemma of the 
G. and T. cooperatives which was created by congressional failure to appropriate 
funds for the old lease operation contracts. Since receiving these contracts, | 
have given them considerable study and there are several things which do not 
seem to be consistent with our present contract for 15,000 kilowatts. 

In the first place, I find no reference to any arrangement being made to deliver 
our power to Springfield. Certainly we have a great interest in being sure that 
SPA has an adequate and reliable means of delivering that power, and we are 
particularly interested that both the Northwest and the Central lines be avail- 
able for that delivery to give us better continuity. For your information, this 
matter was called to Mr. Aandahl’s attention and he stated that he assumed that 
a supplemental contract might be necessary for this purpose. 

There is a further provision in these contracts which also has us disturbed. 
The energy to be sold is divided into hydro peaking energy, which is measured as 
the amount which could be produced based on the lowest stream flows of record : 
hydro supplemental energy, which is defined as the difference between 2,400 
kilowatt-hours per kilowatt per year and the hydro peaking energy; and hydro 
secondary energy, which is the excess available over and above the hydro peaking 
energy and the hydro supplemental energy. In subparagraph (i) of paragraph 
(d) of section 3, reference is made to the obligation SPA has to deliver secondary 
energy to Texas Power & Light Co. and Arkansas Power & Light Co. as one cate 
gory and to the use of not to exceed 16 million kilowatt-hours per year for the 
delivery of continuous electric service to the cities of Poylar Bluff, Sikeston, 
and West Plains, Mo., the North Arkansas Electric Cooperative, Sho-Me Power 
Corp., and M. & A. Electric Power Cooperative. 

Following this, in subparagraph (ii), it states that all hydroelectric secondary 
energy in excess of that mentioned in subparagraph (i) shall be available for sale 
to the Northwest Electric Power Cooperative, ete. Two questions arise in this 
regard: First, since Springfield’s contract is for firm service and contains no 
limitation as to kilowatt-hours, where will the Springfield requirements above 
2,400 kilowatt-hours per kilowatt per year come from? Secondly, Springfield is 
in a preference position as to secondary energy as well as peaking and supple 
mental energy, and we feel that this would contract away our preference rights 
to secondary energy. 

It may be that our interpretation of the contract does not agree with your own, 
or that we have overlooked some other portion of the contract which might take 
care of these problems. Mr. Aandahl was unable to give us an explanation, sa) 
ing that he was not familiar with all of the details of the contract. It would 
be most helpful if we might have an explanation of how this contract might be 
interpreted in the light of the preference provisions of the Flood Control Act of 
1944. 

In general, we question that any part of the contract could be considered as 
complying with the Flood Control Act of 1944 since it is plainly stated in one 
of the whereas paragraphs that the purpose of the contract is to provide for 
the sale of Northwest to the Kansas City Power & Light Co., of power purchased 
preferentially from SPA. We feel that the preference clause in the Flood Control 
Act could never be interpreted to support the use of a preference customer as 2 
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mere tool or vehicle in making the sale to a customer who did not hold preference 
status. I am confident you could expect a reaction from the city of Springfield 
in the event this contract were signed. 
Yours very truly, 
H. D. MILLER, General Manager. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 31, 1955. 
H. D. MILLER, 
General Manager, City Utilities of Springfield, 
Springfield, Mo. 

DEAR Mr. MILLER: This is in reply to your letter of April 27, 1955, in regard 
to additional power for the city of Springfield, Mo. 

Early in February 1954 the city of Springfield and many other preference- 
type customers served by Southwestern Power Administration were notified by 
SPA that additional power was not available from the Government. Because 
of the limited supply of power from the federally constructed multipurpose 
projects in the Southwest, it is not possible for the Government to supply all the 
power requirements of the preference-type customers in the area. It will, there- 
fore, be necessary for many of these customers to make other arrangements for 
their additional power requirements. The time when the Government might 
not have additional power capacity was fully contemplated when section 3 (a) 
was included in your 1949 contract. 

A copy of your letter dated October 21, 1954, along with Mr. Neighbor’s reply, 
was forwarded to me on October 22, 1954. It was noted that you were informed 
that the power requirements of the city of Springfield would be given considera- 
tion at an appropriate time. We do not have a copy of your April 15, 1955, 
letter. The request by the city of Springfield for additional capacity about the 
time when Table Rock is complete will be considered along with the many other 
requests for additional capacity. 

The situation about the availability of additional capacity from the federally 
constructed projects has not changed. Recently a severe drought has been ex- 
perienced in the Southwest that has somewhat reduced the previously available 
primary energy. Dependable capacity from the hydro projects previously had 
available about 2,400 kilowatt-hours per year of firm energy. The recent drought 
appears to have reduced the available firm energy to 1,800 kilowatt-hours per 
year. The average year energy has been reduced only slightly. 

Copies of two letters to Mr. John Buck, chairman, G. and T. committee, Cam- 
eron, Mo., are enclosed for your information. In these letters the Government 
has agreed to reserve for a reasonable period of time 130,000 kilowatts that are 
not under contract for the generating and transmission cooperatives while nego- 
tiating contracts to replace the inoperative G. and T. lease-operate with option 
to purchase contracts. This is all the presently remaining unsold capacity from 
the federally constructed multipurpose projects, ineluding Blakely Mountain 
project, which is not yet in operation. Table Rock project is scheduled to be 
in operation about the year 1960. It will initially have 63,000 kilowatts of 
dependable capacity and with Table Rock regulation some secondary energy at 
Bull Shoals will be converted to primary energy. With another unit at Bull 
Shoals, about 100,000 kilowatts additional dependable capacity may be avail- 
able when Table Rock is complete. 

You refer indirectly to negotiations with G. and T. cooperatives and drafts 
of proposed contracts with NW. Electric Power Cooperative, KAMO Electric 
Cooperative, and Sho-Me Power Corp. The above-mentioned drafts of contracts 
are between the Government and the G. and T. cooperatives. It is probable that 
those G. and T. cooperatives may contract to sell, exchange, or otherwise 
utilize all or part of any federally produced hydro power they purchase on a 
basis that will be economic for the G. and T. cooperatives. The Government 
has entered into a 3-party agreement with the Brazos Electric Power Coopera 
tive in Texas, whereby the Government sells the output of Whitney Dam project 
to the cooperative and the cooperative has made a contract with the Texas Powe! 
& Light Co. for the sale of the peaking capacity to the company for the return 
of a quantity of firm service power on a basis economical to the cooperative 
We helieve this is a good contract, and we have not heard of any dissatisfaction 
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on the part of the other parties. A similar type of arrangement may result in 
economical operation for the G. and T. cooperatives. 

We have a difficult problem in our contractual relationships with the G. and T. 
cooperatives in the area. If the inoperative lease-option to purchase contracts 
are reactivated, there is every indication that it will result in a further increase 
in the schedule A rate which is now before the Federal Power Commission for 
approval at 7.16 mills. We are trying to negotiate replacement peaking service 
contracts with the G. and T.’s and through their integration with other power 
sources in the area secure enough economic advantage so that further rate in- 
creases will not be necessary. For this purpose we have committed the remain- 
ing power that SPA has for sale, 130,000 kilowatts, to the cooperatives by the 
above-referred-to letter to Mr. Buck of October 8, 1954. This is the only firm 
commitment of power in connection with these contracts that has been made 
by the Department or SPA. As you will note by the draft of these contracts, 
a copy of which you now have, some consideration has also been given to a 
portion of the Table Rock power, but no determination or commitment with 
respect to it has been made. 

After our contractual relations with the G. and T. cooperatives have been 
firmly established, we will be in position to consider the further applications of 
other preference customers. I am hopeful that the disposition of these contracts 
can be determined during the course of the current year. 

Sincerely yours, 
FreD G, AANDAHL, 
Assistant Secretary. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 8, 1954. 
Mr. JoHN BUCK, 
Chairman, G. and T, Committee, 
Cameron, Mo. 

Dear Mr. Buck: By letter of January 29, 1954, an offer was made to you 
to reserve for a reasonable period of time electric power and energy in the amount 
of 100,000 kilowatts of capacity with energy in the amount of 175 kilowatt-hours 
per kilowatt of capacity per month for the 6 G. and T. cooperatives you represent. 

Subsequent to this offer, the drought in the White and Grand River Basins 
has continued and the severity of the drought has been so great that on Septem- 
ber 17, 1954, we requested a work group composed of representatives of the Corps 
of Engineers, Federal Power Commission, Southwestern Power Administration, 
Bureau of Reclamation, and this office to participate in a review study of the 
hydroelectric power in the area of the Southwestern Power Administration. 
As of the end of September the drought had not subsided. A study of the run- 
off and precipitation records indicates the probability of such a drought breaking 
by December. Assuming this possibility, a new critical water period of June 
1953 to November 1954, inclusive, was studied assuming the reservoirs were at 
the top of the power pool in June 1953 and exhausted at a uniform rate of power 
production by the end of November 1954. This study for Denison, Fort Gibson, 
Tenkiller Ferry, Bull Shoals, Norfork and Blakely Mountain Projects showed 
that the future estimated firm energy will be approximately 76 percent of the 
past estimate which was based on a critical low runoff period of August 1939 to 
October 1940, inclusive. The data for Blakely Mountain Project output is based 
on a contract amount, 

The work group’s report made on the assumption of the drought continuing 
to the end of November, but no longer, shows future annual firm energy produc- 
tion in the amount of 780 million kilowatt-hours and dependable capability in 
the amount of 406,000 kilowatts for the projects. Of this 406,000 kilowatts of 
capacity, there now remain 130,000 kilowatts that are not under contract. Our 
present contracts for 276,000 kilowatts of capacity require about 750 million 
kilowatt-hours of energy annually. That means that because of the new low an- 
nual firm energy production there are only about 30 million kilowatt-hours avail- 
able to go with the 130,000 kilowatts of capacity still available for sale. This 
energy condition would be improved by any relief from the drought before 
November 30. 

Under these new circumstances, to have a satisfactory amount of energy to 
market with the 130,000 kilowatts, it will be necessary to attempt to work out 
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supplementary agreements to our present contracts, reducing the amount of en- 
ergy required under these so that we will have approximately 150 kilowatt-hours 
of energy per month per kilowatt of capacity that we have for sale. It will be 
our purpose to immediately work in the direction of this revision. 

Therefore, we suggest your continuing negotiations with the utilities be based 
on the assumption that there will be available for the G. and T.’s after Blakely 
Mountain project is in operation (now scheduled for early 1955) and prior to 
the operation of Table Rock, approximately 130,000 kilowatts of capacity and 
150 kilowatt-hours per month of firm energy. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 29, 1954. 
Mr. JOHN Buck, 
Chairman, G. and T. Committee, Camron, Mo. 

DEAR Mr. Buck: In discussions with you and representatives of the NW. 
Electric Power Cooperative, Inc., the Central Electric Power Cooperative, the 
KAMO Electric Power Cooperative, Inc., the Western Farmers Electric Cooper- 
ative, the Sho-Me Power Corp., and the M. & A. Electric Power Cooperative, you 
asked two questions which you stated were important in your discussions with 
utilities for permanent integration contracts. These questions were: (1) How 
much power has the Government available for sale to us? (2) How much will 
this power cost? Confirming our discussions with you, the (;overnment, acting 
through the Southwestern Power Administration, is pleased to offer to the gener- 
ating and transmission cooperatives after February 28, 1954, electric power and 
energy in the amount of 100,000 kilowatts of capacity with energy in the amount 
of 175 kilowatt-hours per kilowatt of capacity per month. The above power and 
energy will be reserved for the G. and T. cooperatives for a reasonable period of 
time. This offer is in addition to power and energy committed to M. & A. Electric 
Power Cooperative under contract No. Ispa-479 and to Sho-Me Power Corpora- 
tion under contract No. Ispa—209. 

This service can be offered on the basis of an interim rate of 5.25 mills per 
kilowatt-hour which is estimated to result in revenue to the Government equiva- 
lent to what it is receiving for similar service. It is understood that such a rate 
will be effective until rate studies made by the Department indicate different 
rate requirements and with the further undertstanding that rates in power 
commitments by the Southwestern Power Administration Curing the entire period 
of any contract will be subject to periodic redetermination to take into account 
changing costs or changing conditions as they are encountered. It should also 
be understood that the proposed interim rate and any necessary adjustments in 
the rate are subject to confirmation and approval by the Federal Power Com- 
mission before it is effective. 

The electric power and energy would be metered and delivered by the Govern- 
ment to the generating and transmission cooperatives at the point or points of 
interconnection with the facilities of the generating and transmission coopera- 
tives from the interconnected system of the Government's generating and trans- 
mission facilities. 

The Government, through the Southwestern Power Administration, may also 
have from time to time available for disposal secondary and dump energy in 
addition to the electric power and energy set forth above. The Government is 
in a position to offer to the generating and transmission cooperatives such 
amounts of secondary or dump energy as the Government in its sole judgment 
may have available for disposal to the generating and transmission cooperatives 
from time to time at an interim rate of 1.25 mills per kilowatt-hour subject to 
the confirmation and approval of such rate by the Federal Power Commission. 

Sincerely yours, 
Frep G. AANDAHL, 
{ssistant Sceretary of the Interior 
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STATEMENT OF BOARD OF PUBLIC UTILITIES OF THE CITY OF SPRINGFIELD, MO., IN 
SupPPorT OF REACTIVATION OF CONTRACTS BETWEEN SOUTHWESTERN POWER Ap- 
MINISTRATION AND CERTAIN GENERATION AND TRANSMISSION COOPERATIVES 


In March 1945, the city of Springfield, Mo., purchased the electric, gas, steam 
heat, and transit utilities serving the city and suburban territory adjacent thereto, 
which have a population of approximately 100,000 persons. These municipally 
owned utilities are operated by a board of public utilities appointed by the mayor 
with the approval of the city council. 

The city of Springfield has had a steady and uninterrupted growth over a 
period of several decades and the municipally owned electric system, likewise, 
has experienced rapid growth and expansion since purchase by the city in March 
1945. The number of customers served by the electric system has increased from 
22.148 in 1945 to 32.250 at the present time, and the peak system demand has 
risen from 18,100 kilowatts in 1945 to 42,300 kilowatts last summer—an increase 
of more than 133 percent during the 9-year period. The demand this summer is 
estimated to reach close to 50,000 kilowatts. 

The rapid increase in demand on the electric system of city utilities of Spring- 
field, Mo., has created a continuing problem of finding adequate sources of power 
supply at reasonable cost. At the present time the city is operating an old 
steam powerplant with a total capability of approximately 20,000 kilowatts and 
a firm generating capacity of only 12,000 kilowatts. The remainder of the city’s 
power requirements is obtained by purchase from the Southwestern Power Ad- 
ministration and the Empire District Electric Co., of Joplin, Mo. Our contract 
with SPA provides for a maximum delivery of 15,000 kilowatts, and the remain- 
der of our power requirements must be obtained from the Empire District Elec- 
tric Co. 

Other than our lack of total capacity, the principal feature of our present power 
supply problem is the extremely high cost of the power purchased from Empire 
District. This power costs us approximately 11 mills per kilowatt-hour, as con- 
trasted to a cost of generation in our old plant of approximately 72 mills per 
kilowatt-hour (including depreciation) and 5.6 mills per kilowatt-hour for the 
power obtained from SPA. There is now pending a rate increase for the SPA 
power before the Federal Power Commission, which is expected to increase our 
average cost to about 6% mills per kilowatt-hour. 

About a year ago we were notified by SPA that they would have no further 
capacity available for the city of Springfield, and, as a result, the citizens of 
Springfield voted bonds in the amount of $11,127,000 for the construction of a new 
powerplant to have a total capacity of 44,000 kilowatts. This is expected to be 
in operation about February 1957. Until that time the city of Springfield will 
be operating on an extremely narrow margin of total capacity, without any al- 
lowance for reserve requirements. A major breakdown of equipment prior to 
that time would certainly create an emergency and could involve the necessity 
of power rationing. 

Even after the new powerplant becomes available in 1957, we will have a very 
small margin of firm capacity in excess of our then expected load. By 1959, unless 
we proceed to add additional equipment, we will again be in the position of oper- 
ating without reserve capacity. Our estimated need for new capacity in 1959 
is approximately 35,000 kilowatts. 

We have recently been informed by Mr. Fred G. Aandahl, Assistant Secretary 
of the Interior, that SPA has 130,000 kilowatts of capacity as yet unsold. He 
informed us, however, that it is committed to the generation and transmissior 
cooperatives and that none is presently available to Springfield. Upon inquiry 
as to the status of new capacity which is expected to be available about 1959, 
from the completion of the Table Rock project and 1 or 2 additional units in the 
Bull Shoals project, we were informed that this power had not yet been allocated 
and that our needs would be considered after contractual relations with the G. 
& T. cooperatives have been firmly established. We were given the impression 
that the present plans for this new capacity would involve obligating a substan- 
tial segment to the G. & T. cooperatives as well as all of the 130,000 kilowatts 
presently available. 

The city of Springfield is a preference customer of SPA under the preference 
provisions of the Flood Control Act of 1944. This law does not distinguish as 
between municipally owned utilities and cooperatives, placing all on an equal 
footing. It is our understanding that there are other municipalities, also pur- 
chasing power from SPA, which are in a position of extreme need for additional 
eapacity similar to our own. 


U 
tion 
whi 
the | 
sup] 
part 
sup} 
witk 
plen 

S 
tives 
area 
refe 
negc 
cont 
pur¢ 
rese 
com 
COO] 
proy 
kilo 
in 1! 

It 
of t] 
excl 
the 
the 
of t 
detr 

Or 
trac 
the 
men 
Spri 
195§ 
mill 
buil! 
to tl 
of t 
best 

W 
in g 
indi 
inr 
been 
thei 
and 
and 
stru 
to tk 

Ww 
trus 
bodi 
ing | 

Ww 
activ 
Gove 


Ri 


Jt 
\ 


to s 


que: 








ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 333 


Until about 2 years ago relationships between the SPA and a group of genera- 
tion and transmission cooperatives in this area were embodied in coutracts 
which provided for the interchange of power with SPA. These contracts utilized 
the steam-generating plants of the G. and T. cooperatives to supplement the SPA 
supply and provided a partnership arrangement of substantial benetit to both 
parties as a result of the integration of the steam plants into the SPA power 
supply picture. Through the efforts of the private power companies, together 
with a radical change in the attitude of the Administration, funds needed to im- 
plement these contracts were withheld and as a result they became invuperative. 

Since that time, pressure has been brought to bear on the G. and T. coopera- 
tives to endeavor to work out agreements with the private companies in the 
area which would open the way for SPA to replace the inoperative contracts 
referred to above with contracts reflecting the new philosophy. Some of the 
negotiations have reached the point of drafting new contracts which, in brief, 
contemplate the use of the preference status of the G. and T. cooperatives to 
purchase capacity from SPA far in excess of their own needs and to, in turn, 
resell all of this capacity to the private power companies, with the private power 
companies selling back a portion to take care of the needs of the G. and T. 
cooperatives themselves. As an example, which we believe is typical of these 
proposed contracts, one cooperative, whose present load is approximately 25,000 
kilowatts, is to buy immediately over 50,000 kilowatts and over 100,000 kilowatts 
in 1959. 

It appears to us that these proposed replacement contracts are a clear evasion 
of the preference provisions of the Flood Control Act of 1944. It uses the flimsy 
excuse of a preference right of a few customers to permit sale of most if not all of 
the new capacity to be available, as well as capacity still unsold at present, to 
the private power companies without any consideration of the preference rights 
of the other customers. At best, it gives a special preference to a few to the 
detriment of all of the rest of the preference customers. 

Our interest in the current effort to reestablish the presently inoperative con- 
tracts between SPA and the G. and T. cooperatives stems from the fact that if 
the old contracts are reactivated, it will effectively block the so-called replace- 
ment contracts described above, at least in their present form. The city of 
Springfield is badly in need of capacity today and will be similarly situated in 
1959, and we can see no justification for forcing the city of Springfield to expend 
millions of dollars for additional generating equipment in order that capacity, 
built with public funds and to which we have a preference right, may be sold 
to the private power companies by subterfuge. It is our belief that the interests 
of the city of Springfield and the REA financed cooperatives in this area would 
best be served by reactivating the old contracts. 

We may be somewhat old fashioned but we believe that contracts entered into 
in good faith should be carried out by our Government as well as by private 
individuals and corporations. We believe that the action of the Government 
in repudiating the contracts between SPA and the G. and T. cooperatives has 
been a severe blow to the faith of the citizens in this area in the integrity of 
their Government. A few determined individuals, strategically placed, aided 
and abetted by powerful lobby interests, have so confused the issue with legalisms 
and propaganda to the point that there is a very real danger that facilities, con- 
structed through the expenditure of vast amounts of public funds, may be twisted 
to the almost exclusive benefit of a few private corporations. 

We believe that it is time to reestablish the fact that our Government can be 
trusted to carry out its contracts and to make it possible for the local public 
bodies to enter into a trne partnership with their Government in solving the press- 
ing power problems of the Southwest. 

We respectfully urge that the necessary legislation be enacted to insure the re- 
activation of the old contracts and to begin the long road back of reaffirming the 
Government’s intention to live up to its obligations. 

Respectfully submitted. 

30ARD OF PusLic UTILITIES Or CrTy OF SPRINGFIELD, Mo 
By Dorsey B. HEER, Chairman. 
JUNE 16, 1955. 
Mr. Cuvuporr. Is that all of vour direct statements, or do you want 


to speak further on these matters? Are you through and ready for 
questioning ? 
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Mr. Miter. 1 think I have pretty well covered the battlefront. 

Mr. Austin. I need to clear up something for my purpose here. 
1 have here, in connecting with this last letter from Mr. Aandahl to 
you, dated March 31, several letters that were evidently enclosed by 
him to you, a letter here dated October 8, 1954, from Mr. Aandahl 
to Mr. Buck, and one dated January 29, of the May 31 letter. 

Mr. Mixxer. That’s correct. 

Mr. Austin. They should all be included as a part of that letter, 
then ? 

Mr. Minter. I think so, yes, to make it clear. 

Mr. Cuuporr. Mr. Miller, it is now 5:15. I want to thank you 
for waiting around as late as you did to testify before us. We thought 
we would be able to call you sooner, but we decided to take 2 or 3 other 
witnesses ahead of you. 

In view of the fact that our reporter has been working very diligently 
all day and the usual practice is we know 2 or 3 reporters, and they 
relieve each other so they can get a rest, we are going to adjourn until 
tomorrow morning at 10 o'clock, at which time will you please be 
here so that you can be asked questions by the members of the committee 
and the committee counsel. 

I also want to state for the record that we hope to be able to finish 
here by the late afternoon of tomorrow, and in view of that fact we 
won't have a night session tonight, which I thought might be 
necessary. 

(Whereupon, at 5: 15 p. m., the subcommittee recessed, to reconvene 
at 10 a.m., Wednesday, August 31, 1955.) 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


WEDNESDAY, AUGUST 31, 1955 


House or Representatives, 
SUBCOMMITTEE ON Pusiic Works AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Spring field, Mo. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in the 
council chambers of city hall, Springfield, Mo., Representative Earl 
Chudoff (chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Moss, and 
Jonas. 

Also present: H. Vance Austin, associate counsel, James Lanigan, 
committee counsel and Arthur Perlman, staff director. 

Mr. Cuuporr. The subcommittee will be in order. 

I want to make an announcement. First of all for the witnesses 
and for the press, we must leave here early tomorrow morning, and in 
view of that fact, if we don’t finish by early evening, we will have a 
night session. I hope it won’t be necessary. 

Secondly, I also want to announce that Mr. Karns has been located. 
He isin Springfield. He was rather upset by the statement that I made 
yesterday, and I don’t blame him. It was just a misunderstanding 
on his part. He explained his whereabouts and will testify as soon as 
Mr. Miller concludes his testimony. 

Now before we start with Mr. Miller, is Mr. Bennett of the Interior 
Department in the room 4 

Mr. Bennerr. Right here. 

Mr. Cuvporr. Will you take this chair, please 

Mr. Bennerr. Yes, surely. 

Mr. Crvuporr. Mr. Bennett, I saw your picture on the front page 
of the local paper this morning, and although I was informed that you 
were here. I thought I would like to know, and the committee ought to 
know, first of all are you an employee of the Interior Department ’ 


STATEMENT OF ELMER F. BENNETT, LEGISLATIVE COUNSEL TO 
THE SECRETARY OF THE DEPARTMENT OF THE INTERIOR 


Mr. Bennett. Legislative counsel to the Secretary. ; 

Mr. Cuvuporr. Are you here asthe Secretary’s representative’ = __ 

Mr. Bennett. Yes, as his representative and observer primarily. 
335 
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Mr. Crivporr. And I presume you are being paid by the United 
States Government ? 

Mr. Bennerr. That is correct, I am the liaison officer with congres- 
sional committees for the Department. 

Mr. Cuvuporr. Is it your practice and part of your duties to accom- 
pany congressional committees when they go into the field to take 
testimony of witnesses ? 

Mr. Bennett. Well, it depends on individual cases. It has hap- 
pened. Sometimes they send others along. 

Mr. Cuuporr. Have you ever been in the field before ? 

Mr. Bennetr. Not with this committee, no. 

Mr. Cuuporr. And what is your purpose in being here? 

Mr. Bennett. My purpose in being here is to determine what in- 
formation should be brought to the attention of the Secretary in case 
anything turned up that indicated somewhere along the line the De- 
partment had failed to carry out its obligations or work in any way 
that we can to use the information which your committee develops for 
the good of the Department and the public interest. 

Mr. Cuuporr. Isn’t it a fact that we have cooperated with the Sec- 
retary of the Interior in every fashion ? 

Mr. Bennerr. Oh, yes, we have no complaint in that respect at all. 

Mr. Cuuporr. I might make comment on that and say that he hasn’t 
cooperated with us. Many things we asked him for he didn’t give 
us. Everything that he has asked us for we have given him. 

Why is it necessary for you to be here, inasmuch as we give to the 
Secretary of the Interior, as soon as we get the testimony from the 
reporter, his copy. Wouldn’t it have been just as easy for you to get 
the testimony and save the United States Government a lot of money ’ 

Mr. Bennett. I will answer that in two ways. We have made a 
diligent search of the Department and we are not getting copies of 
the transcript, and secondly as the reporter would be very happy to 
tell you, it is impossible when you are in the field to get these notes, 
these minutes transcribed until you return to Washington or the re- 
porter has an opportunity to get them transcribed, with the result 
that, for example, a matter like Mr. Davidson testified on yesterday 
concerning Skiatook, which involved a situation which is coming up 
in a matter of 2 or 3 days, we would not know what information had 
been developed unless we had that information at hand at the time. 
We can’t wait, in other words. 

Mr. Cuvuporr. I want to commend you for the latter reason, Mr. 
Bennett. I think that it is very nice of the Secretary being interested 
in this little town in Oklahoma. 

I am glad also that it takes a congressional committee to get him 
interested because it appears up to this time that he wasn’t very inter- 
ested in their problem. 

As to the first reason, I want to say this to you. If you have been 
refused copies of the transcript of any hearings that we had in Wash- 
ington or any other place, I am not aware of it. I understand that 
the Secretary of the Interior or one of his assistants, Mr. Beasley, made 
requests to the reporting service for copies and they were given to 
him. We told him they were available. They are available not only 
to the Secretary of the Interior but any citizen of the United States 
that wants to come to the committee office to look at them, if he can’t 
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afford to buy a copy. I am sure the funds of the Interior Department 
can be used for that purpose. 

Mr. Samenow of the REA has made almost daily visits to the sub 
committee office for the purpose of going over the transcripts. We 
haven’t hidden anything. 

I want to say this to you. There are many requests I have made of 
the Department of the Interior, both the Secret: ry, Assistant Secre- 
taries, the Under Secretaries and heads of the Bureau, and they have 
refused to supply me with the information in my capacity as chairman 
of this subcommittee. 

As a matter of fact, it was necessary for me to turn over one of my 
requests to Congressman Moss, of California, who is chairman of the 
Public Information Subcommittee of this committee, a request that I 
made from the Fish and Wildlife Bureau for a report by one of their 
employees in the field to the home office. 

I just feel personally that it is not necessary for the various depart 
ments, at Government ex ‘pense, to send anybody along to listen to 
what we have to say. Copies are available, but if the little town of 
Skiatook benefits and gets its power, why the trip is worthwhile and 
we are very happy to have you with us. 

Mr. Moss. Mr. Chairman. 

Mr. Cuuporr. Congressman Moss? 

Mr. Moss. Yes, I have one question. Isn’t it the custom in these 
unusual instances where the departments assign a man to accompany 
a committee, to inform the chairman of the committee or of the sub 
committee of his presence and of his mission’ It would certainly 
seem to be an element of good legislative liaison. 

Mr. Bennerr. Oh, I think there was certainly no intent to overlook 
the committee at all. Asa matter of fact, the decision to make this trip 
wasn’t made until the weekend, Congressman, and if the decision had 
been made earlier, it would have been specifically made a long time 
ago, but the decision was made toward the end of the week 

I think originally they had in mind sending other people possibly, 
but the decision was made at the end of the week, with the result there 
wasn’t time to carry out the formalities which we do ordinarily go 
through. I think you are probably aware of it even more so than the 
other members of the committee. 

My usual liaison function and even as a witness is with the Interior 
Committees, the regular legislative committees dealing with depart- 
mental affairs in both the Senate and the House sides, and I do appear 
as a Witness ordinarily in legislative matters of that kind as one of the 
spokesmen for the Department. 

I am sort of pinch-hitting in a way in this respect, and it was with 
out very much notice to me. 

Circumstances prevented even letting me know until toward the end 
of the week that I would be assigned to this Job. 

Mr. Moss. Of course the assignment, as I say, is most unusual. In 
Washington certainly the various Departments are represented at the 
hearings of the various committees. This is my first experience where 
the Department has felt it necessary to be represented in the field, 
unless they arrange very clearly w ith the chairman in advance of the 
appearance. 
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Mr. Bennerr. Of course, the function is one that is not only a ben- 
efit to the Department but it is intended that any information that 
could be developed that the committee wanted would be developed. 

Mr. Moss. I hope that that will be the final result of the close liaison 
with this committee. 

Mr. Bennerr. Well, as a matter of fact, that is our purpose and 
that was intended, and as a matter of fact I, on the basis of informa. 
tion which the committee brought out yesterday, doublechecked only 
this morning to learn something which I am sure the committee will 
be happy to know; that 2 days ago on Monday while the committee 
and also myself were on our way here, that the Southwestern Power 
Administration was given the go-ahead signal to provide additional 
kilowatt capacity to Skiatook, for example. 

Well now, those things, if it hadn’t been done on Monday, it well 
might have been that my call this morning would have led to that 
service. Those are things that we try to handle as we go along. 

Mr. Cuvuporr. You mean the Secretary of the Interior is trying to 
keep one step ahead of us? A good thing we keep him on his toes, 
try to beat him to the wire. 

Mr. Moss. Mr. Bennett, how was it proposed to inform the com- 
mittee when the chairman himself had not been informed either by 
the Department or, I understand, by you since you arrived in Spring- 
field of your presence or your mission 4 

Mr. Bennett. Well, your staff has known it since Monday. 

Mr. Moss. You are appearing, Mr. Bennett, before a congressional 
committee. The staff are the employees of the Congress. I think it 
would be proper in the future at least to inform the chairman of your 
presence and again of the mission you have under the orders of the 
Department. 

Mr. Bennett. We have no objection. 

Mr. Cuuporr. Mr. Moss if it hadn’t been for the Springfield News 
I hope that is the right name of the paper—I wouldn’t have known 
of the gentleman's presence. It appears to me that in the time I have 
been in the Congress most of the liaison officers of the various depart- 
ments and also the military have made themselves known to me. 1 
don’t think T have had the pleasure of meeting you up until this time 
except across these microphones. T think if you had come up to me 
when I arrived in Springfield and had introduced yourself and told 
me why you were here we would have been only too happy to cooperate 
with you. 

We are here to give the people of Oklahoma, Missouri, and Arkansas 
the right to be heard. We want to know about their problems. If we 
can help them we are very happy to. 

T can see that we have accomplished something inasmuch as Skia- 
took is not going to have that power turned off tomorrow afternoon 
at 2 o’clock. 

Mr. Jonas, do you have a question ? 

Mr. Jonas. Yes, Mr. Chairman. I don’t have a question. I would 
like to be permitted to make a statement. 

I see no reason whatever and no justification for this criticism of 
the Department of the Interior or Mr. Bennett. I think the Depart- 
ment of the Interior has a perfect right to have a person here at this 
hearing or at any other hearing in which it is under investigation. 
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Now it was made absolutely clear by the testimony that was devel- 
oped on the witness stand by Mr. Davidson yesterday which, inci- 
dentally, was perhaps the most sensational testimony we heard, as was 
evidenced by the fact that his statements were headlined in the press, 
and most of the stories in the papers I have read highlighted the testi- 
mony given by Mr. Davidson, which contained some very serious 
charges, the result of which is that word has gone out all over the 
United States that the Department of the Interior is denying 250 kilo- 
watts of power to a municipality in Oklahoma, while at the same time 
it is making that power available to a private utility in Oklahoma. 

Now if the Secretary of the Interior had waited to receive that testi- 
mony, it would have been weeks perhaps before he received it in due 
time through the reporter service, and I think that illustrates very 
clearly how important it is for the Secretary to have somebody attend 
all of these sessions. 

I made the point yesterday that that was such a serious charge I 
thought we ought to have somebody from Southwestern Power come in 
here and explain it, but the chairman ruled that we were going to hear 
the representatives of the Interior Department at some date in the 
future. 

I think they ought to be heard right at the same time when these 
charges are made, so that the answer can go on the record when the 
charges are fresh and so the people will get both sides of this problem. 
We should not be conducting a one-sided investigation, hearing only 
charges and waiting until months later to receive the answers on the 
other side. I hope that is not going to be the policy of the committee, 
and then to read a lecture to a representative of the Department of 
the Interior who was sent here to listen in on this testimony and hear 
at firsthand what transpires seems to me to be uncalled for. 

I think he has just as much right to have Mr. Bennett here as we 
have a right to be here, and I would just like for the record to show 
that as a minority member of this subcommittee I don’t feel that Mr. 
Bennett or the Department is due any criticism for his presence here. 

And as to why you were not informed that he was here, I can’t 
speak to that. Members of the staff knew he was here. 

They told me he was here when I got in here the other night, and 
he has been in the group around the hotel. I think it would have been 
better for him to announce to you that he was here, but aside from 
that, I don’t think he is due the criticism that has been directed to 
him here this morning. 

Mr. Cuvuporr. Well, that is a matter of opinion, Mr. Jonas. I want 
to say this to you: There has been a lot of criticism of congressional 
investigations, but I think the fact that this subcommittee has come to 
Springfield will help a lot of municipalities in the Southwestern 
Power area get a lot of things that they wouldn’t get if we had stayed 
in Washington. 

I feel that certainly many things that are brought out today and 
that were brought out yesterday will wake up the Under Secretary of 
the Interior, Mr. Aandahl, who has been rather, in my opinion, a little 
lax, especially in his dealings with the city of Springfield. 

I have Mr. Miller’s voluminous file and his correspondence with 
the Department of the Interior and Southwestern Power Administra- 
tion, which shows the city of Springfield still hasn’t gotten much of 
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an answer to its request for additional power. I understand Mr. Moss 
has a statement. 

Mr. Moss. I haven’t a statement. I want to make an observation 
on the comments of the very distinguished gentleman for the minority. 

There is no criticism of the Department being represented. I think 
there is very proper criticism of the Department’s failure to inform 
the committee or the chairman of the committee that it had a repre- 
sentative present, and the mission of that representative. 

As far as the Secretary operating in the dark, I think the wire 
services are available to him, and certainly the reports that he has 
received are going to keep him informed. 

To my knowledge there has been no effort to make a one-sided 
show or a one-sided investigation. The Department has on issues 
before this committee been accorded every opportunity for hearing. 

Mr. Jonas. Will you yield at that point ? 

Mr. Moss. In just a moment I will be very pleased to yield to the 
gentleman. 

As far as them having a right, I think that the Congress has the 
right to determine who it shall have at its hearings. I think that 
right has been exercised frequently. 

If they have the right just as the departments apparently are as- 
serting a paramount right to determine what we will know and what 
we will not know in the conduct of public business. 

But in the interest of proper liaison, I hope that the discussion 
here this morning will make it plain to the departments that the 
Members of Congress a least speaking for the majority Members of 
Congress feel that we are entitled to common courtesy in being in- 
formed by the departments whenever they assign a person to follow 
the committees and to sit in. 

If we are to have liaison and that apparently is the purpose, how 
in the world is communication to be established? We didn’t know 
Mr. Bennett was here. He now tells us that there has been a change 
in the Department’s policy relative to increased power for one of the 
communities that testified here yesterday. 

I am still rather puzzled as to how we were to get that informa- 
tion when Mr. Bennett had not made his presence known to the 
chairman. 

I yield now. 

Mr. Jonas. A very easy way to get that information is for this 
committee to have notified the Southwestern Power Administration to 
have representatives here so we could interrogate them. and the failure 
of the committee to do that is part of the one-sidedness that I object to. 

We hear only witnesses that have complaints to make, and we don’t 
do the Department the courtesy of hearing their side of it at the same 
hearing. 

Mr. ‘Moss. I think it would be most difficult, almost reaching the 

oint of being argumentative, to permit a witness to appear and 
immediately following him with the Department to counter, and have 
that sort of a procedure followed throughout the country. 

We are building the case. We are investigating here the complaints 
of public agencies that they have been denied their rights under law. 
After we hear the complaints, the Department will be accorded every 
opportunity to present its story and to defend its position. 
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Mr. Jonas. I know that is stated every time I bring this up, but 
the answer to it is that you don’t propose to hear the Department 
until this hearing has been recessed and weeks and weeks have tran- 
spired, and then how can the Department get its story over to the 
people in this part of the country ? : 

Isn’t it fair to the Department to permit it to give its side of this 
matter at the same time we hear the complaints? That is the way 
I think an investigation should be conducted. 

Mr. Moss. Mr. Jonas, the concern to me has been much more the 
ability of the people to get their story over. I find the papers I read 
generally across this country do an excellent job of telling the story 
of this administration and of the functions of its departments, and 
the people’s story is all too frequently overlooked. 

Mr. Jonas. | must disagree with you in that respect. I think the 
papers that I have read in Springfield and in Missouri since I have 
been here have given plenty of coverage to the complaints and to the 
charges, but they haven’t given the Department’s answer, if it has 
an answer, and why / 

Because we haven’t had the witnesses here so that they could head 
that side of the story. 

Mr. Moss. I applaud the very enlightened press in Springfield. 

Mr. Cuvporr. I don’t want to continue this. We want to continue 
with the hearings, but I want to say this to you, Mr. Jonas: That 
this committee is not trying to hamstring the Department of the 
Interior. We will give them every opportunity to be heard. 

We have to take this testimony in an orderly fashion. Otherwise, 
we would never get finished, and I want to make an announcement 
at this time. 

I discussed the question of the hearings giving the Department 
representatives an opportunity to be heard, and it has been tentatively 
set in Washington for September 26 and 27. That of course is de- 
pendent. on whether or not we can get a quorum and whether or not 
the Under Secretary of the Interior, Mr. Aandahl, is available and 
his subordinates who wish to testify are available. 

We are going to try to work out the dates for the convenience of 
everybody. I thank Mr. Bennett for coming up. We are glad that 
you told us why‘vou are here, and please help the people of Oklahoma, 
Arkansas, and Missouri with their power problems, 1f vou can. 

Mr. Bennerr. Yes, indeed. 

Mr. Cuuporr. Now, will Mr. Miller take the stand, please? 

Mr. Miller, I believe you finished your statement yesterday and we 
then adjourned until this morning to give the committee a chance 
to ask you any questions that you might be in a position to answer. 

But before we do, since Mr. Moss wasn’t here yesterday, I wonder 
whether you could give us a 3-minute summary, if possible, or a 
5-minute summary, of your testimony yesterday so he will understand 
exactly what your problem is. 


FURTHER STATEMENT OF H. D. MILLER, GENERAL MANAGER, 
CITY UTILITIES, SPRINGFIELD, MO. 


Mr. Miter. I would like to suggest that you have presented an 
almost impossible problem. So much of that dealt with letters and 
items that were covered in considerable detail. 
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But before I start that, may I have the opportunity to make one 
statement relative to this recent discussion that just passed? What I 
would like to say is that I would like it clearly understood that so far 
as the city of Springfield is concerned, so far as I am personally con- 
cerned, there is absolutely no partisan interest in this matter at all. 

Springfield, as a matter of fact I believe, is predominantly Republi- 
can. And I want it clearly understood that our only interest in this 
matter is to give the committee the facts as they have occurred, the 
problems that have arisen, and there is no partisan interest in it at 
all. 

Now as to the general tenor of what I told the committee yesterday, 
perhaps it can be summarized in this manner. The city of Springfield 
at the present time has three sources of power. 

One is an old powerplant, very old, well beyond the time of normal 
obsolescence. It has a source of supply from SPA in the amount of 
15,000 kilowatts. It has a source of supply from the Empire District 
Electric Co. which has an overall capacity of approximately 20,000 
kilowatts. 

Our total demand this year is 48,000 kilowatts. Our total overall 
capacity without reserve is about 55,000, I believe I said yesterday. It 
is not a figure that can be pinned down exactly. 

Our firm capacity is approximately 35,000 kilowatts, so as a result 
they have encroached well over half of the normal reserves that a 
utility of this kind should carry. 

Our problem with SPA has been that we have made repeated re- 
quests to Mr. Wright and Mr. Aandahl for some indication of what 
the attitude of the Department will be in the utilization of new power 
that is in the process of development at this time, principally the Table 
Rock project and additional units which we understand are scheduled 
for Bull Shoals project. 

This power is presumed to become available within about the next 
5 years. During that period of time we will, if our load growth pro- 
ceeds as our present estimates indicate, we will need a minimum of 
35,000 kilowatts, which must be provided by added capacity under con- 
tract from SPA or by added capacity to be installed in our powerplant. 

Our problem with SPA has been one of inability to obtain satisfac- 
tory answers to our questions, an apparent attempt ‘which was sum- 
marized to us as having reached the point of a contract awaiting ap- 
proval on Mr. Aandahl’s desk which would, first of all, involve a po- 
tential interference of the delivery of even the present 15,000 kilowatts 
which is under the contract plus what, to our best information, would 
indicate a contract into private companies using the flimsy excuse of 
the preference status of a few customers to allocate power yet to come 
before it had materialized, and without any consideration to Spring- 
field or any of the other preference customers. 

As I mentioned yesterday, it had the effect of creating a preferred 
preference customer, and utilizing, in addition to that the status, the 
preference status of those customers to in turn sell a substantial, sub- 
stantially greater amount of power to the private companies than was 
required by those individual preference customers to serve their entire 
needs. 

I think that fairly well summarizes it. If there are any points that 
haven’t been covered that either of the Congressmen who were here 
or anyone else feels I should cover, I would be glad to do so. 
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Mr. Moss. Will you clarify the pending contract? You indicated 
that it might result in a lesser amount than the 58,000 kilowatts pres 
ently available to you. 

Mr. Miter. Not a lesser amount. It did not provide for deliver) 
of power to Springfield. 

I should perhaps explain that in this way. We are served from a 
substation at the southwest corner of the city which has what might 
be called an orphan line attached to it. The initial plans of SPA 
included two lines from the Bull Shoals project, one to Marshfield and 
one direct to Springfield. 

In the development of the partnership arrangement which was 
originally intended with the G. and T. cooperatives, those two lines 
were actually built by the cooperatives, are now owned and operated 
by the cooperatives. 

There was no provision in this proposed contract for delivery of 
any power to Springfield, even though we did have a valid contract 
now in force for 15,000 kilowatts. It required those lines of the co- 
operatives to deliver that power, and there was no provision in these 
contracts for that delivery. 

The second thing, of course, was that it also contemplated, and there 
are even breaks in the contracts which had not been filled in, the sale 
of power too, in this case, the N. W. cooperative of power which had 
already been sold to Springfield. 

Mr. Moss. Without those lines how would you arrange delivery ‘ 
Would you have to enter into some wheeling arrangement ? 

Mr. Miiier. The contract provided for delivery to Springfield. It 
was the Government’s responsibility to deliver. 

Mr. Cuuporr. Thank you, Mr. Miller. 

Mr. Austin, do you have some questions ? 

Mr. Ausiin. Thank you. I have two or three. 

All the power that you have obtained from SPA under the contracts 
that you have, has come over some of: the G. and T. lines, has it not ? 

Mr. Mitre. That is the only possible way. 

Mr. Austin. There is no direct connection between SPA and the 
city of Springfield at all? 

Mr. Miniter. Yes. Let me get that clear. The substation at the 
southwest part of town is owned by the Federal Government. It is 
a part of the SPA system. 

Mr. Austin. Part of the SPA system? 

Mr. Miiter. But there is an intermediate point between that sub- 
station and the nearest point of connection to the main stem of the 
SPA system, which is dependent exclusively upon lines owned by the 
cooperatives. , 

Mr. Avstin. In other words, even though that substation is SPA’s. 
it is a substation on a G. and T. line? 

Mr. Miter. That’s right. Now SPA also has a line, but that line 
does not go to their main —, 

Mr. Austin. Would you say, Mr. Miller, that the facts that you 
related yesterday and su meas briefly this morning, in some re- 
spects might have been aimed at dividing the municipals and the 
rural electric cooperatives in this area; getting them fighting among 
themselves. 
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Mr. Mintzer. I would sooner answer that, if you don’t mind, by 
relating an experience which I think any intelligent person would 
have to assume that there was some of that element in it. 

I am sorry I don’t have the date. It was some time in 1953, I be- 
lieve, when a conference was called in Washington at which—this 
was, by the way, adjacent to Mr. Aandahl’s offiee—at which the pri- 

vate power companies entered into a discussion with the « cooperatives. 

When we learned of that conference, we contacted Mr. Aandahl’s 
office and indicated that we felt that it was improper for such a con- 
ference to be held with any kind of Government sponsorship or any 
kind of Government recognition, without all parties, that is all of the 
preference customers, being involved in that conference. 

We were informed I would say rather brusquely that the confer- 
ence had been called by the power companies and that they had asked 
that only the cooperatives be invited to attend. 

As a gesture, Mr. Aandahl then invited the municipal representa- 
tives to attend a conference the same day in his office. However, that 
was a conference between Mr. Aandahl and municipalities only. I was 
present at that conference. T was also at the office at the time the other 
conference took place. 

We were not certain as to what the final decision had been, so I won’t 
say we endeavored to attend the conference but we at least made an 
appearance and were told that we were not welcome at the conference. 
We felt that the only conclusion from that was a definite attempt to 
divide the forces of the preference customers. 

Mr. Austin. You said you were not welcome at the conference. 
Does that mean you attended anyway ? 

Mr. Mituer. No, we were not permitted to attend. 

Mr. Austin. You were not permitted to attend at all ? 

Mr. Miter. I don’t want to say that we were physically restrained. 
We went to the door and asked a representative of Mr. Aandahl’s 
office, I believe it was, if the municipalities were to be included in the 
conference, and he said no, so we didn’t attempt to force ourselves in. 

Mr. Austin. You said you attended another meeting later in the 
day with Secretary Aandahl ? 

Mr. Miter. That’s correct. 

Mr. Austin. Were any of the rural electric cooperatives and G. and 
T.’s, any of those people there at that conference where you were ? 

Mr. Miurrr. I think not, but I am not certain. 

Mr. Austin. What about the power companies? 

Mr. Mier. I was going to add that Mr. Aandahl stated that the 
power companies had asked the privilege of attending, and he rather 
urged that we permit them to attend, and I suppose we probably should 
have gone along, but we weren’t willing to do so. 

Mr. Austin. So the meeting that you did attend was not at all an 
overall meeting of all of the persons? 

Mr. Mitirr. No. 

Mr. Austin. You made several comments yesterday that gave me 
the impression that you felt that there was a definite bypassing of the 
preference customers, and I believe the word you used this morning 
was by setting up a preference type—preference customer—I am not 
sure if those are the words—but I wonder if you would tell us a little 
more of just what you had in mind. 
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In other words, that is it that SPA or the Department of the Inte- 
rior has been planning with its power sei aside for the municipals and 
ural electric cooperatives—those that are classified as preference cus- 
amen Just what is it that they are doing with that power that con- 
cerns you and which you think is not giving you the treatment you 
are entitled to? 

Mr. Mitter. Perhaps I should not take the city of Springfield as an 
exclusive, as, let’s say, the victim of such a circumstance. 

Actually the meaning I was attempting to convey—I have to speak 
in approximate figures but I believe I am approximately correct. 
The total requirements of the G. and T.’s that are involved in this pro- 
posed replacement contract program, the total of their contract com- 
mitments under the presently inoperative contracts was about 180,000 
kilowatts. 

The total capacity of the generating plants of these cooperatives is 
in the range of eighty to ninety thousand kilowatts, leaving them a net 
of something under 100,000 kilowatts, which would be classed as capac 
ity coming from the facilities of SPA. 

Di sregarding the fact that the addition of the capacity to be fur 
nished from the G, and T.’s had the net effect of increasing the total 
firm capacity of SPA, we find then that the Secretary is withholding 
130,000 kilowatts at this time to satisfy a net need under the old lease 
operation contracts of less than 100,000, 

To the extent of at least that difference beween say ninety to one 
hundred thousand and 150,000 which the Secretary has committed, 
it would appear that he has taken capacity not previously allocated 
and has set that aside for certain specific requirements of certain 
specific customers which must relate to future needs, since the total 
requirements of this G. and T. group is substantially less than 18),000 
at this time. 

Now there was allowance for prospective load growth and I think 
that is what is necessary. But at least the excess over the net amount 
committed in the old contracts has been set aside to the detriment of 
the rest of the preference customers, some of whom desperately need 
it, as Was testified yesterday. 

In our case we need it, yes, but we haven’t got to the point where we 
are going to run out of power, unless we have an emergency arise. 

So far as the G. and T.’s are concerned then, they are being placed in 
a top position among the preference customers. ‘Their needs are pre 
sumably being placed ahead of the preference customers, and when 
you combine that with the fact that the only conclusion you can reach 
is that the purpose for setting that aside was to make it possible to sell 
it secondhand to the private companies, it seems to me that there can 
be no other conclusion but that there was an artificial separation of 
the preference customers to attain this objective. 

Mr. Austin. Are you at all familiar with any moves on the part of 
SPA or Interior to sell some power that has been held to give a pref- 

‘rence customers, by some device or means to nonpreference cus 
tomers ¢ 

You mentioned just briefly yesterday that you felt there was such 
an attempt, unless I misunderstood you. 

Mr. Miter. Perhaps I can best do that by quoting from a draft of 
that contract. Unfortunately, this is not the latest draft, but I can 
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tell you that to the best of my recollection this is an exact copy of that 
latest draft insofar as this one “Whereas” paragraph is involved. 

This paragraph reads, and this is a part of draft No. 2 of the SPA- 
K. C. P. & L., which I presume means Kansas City Power & Light con- 
tract. It states: 


Whereas the Government desires to sell and NW desires to purchase prefer- 
entially— 


the word “preferentially” is included— 

certain amounts of hydroelectric power and energy as hereafter defined from 
such reservoir projects of the Southwest Power area, and NW has entered into 
an agreement for a term of blank years under even date hereof with Kansas City 
Power & Light Co. hereinafter called K. C. P. & L., wherein NW has agreed to 
sell and K. C. P. & L. has agreed to purchase all hydroelectric power and energy 
available to and purchased preferentially by NW from the Government here- 
under. 

The remainder of the paragraph deals with an agreement by 
K. C. P. & L. to sell and deliver from its total power and energy 
resources to NW, NW’s requirements. 

However, comparatively I would prefer to say at this time only 
that I know that the NW requirements are substantially less than the 
amount which it was proposed to sell to Kansas City Power & Light 
through NW. Mr. Martz, the manager of NW is here today and can 
give you much better information than I can possibly hope to do as 
to exact amounts. 

Mr. Austin. May I ask, to complete the record, do you know 
whether or not this contract actually became an actuality ? 

Mr. Mrtxer. No, I know this draft is not the latest draft. At one 
time I had a draft, I think it was draft No. 5, but in the process of 
some of our discussions I loaned it to Congressman Short and I never 
received it back. However, I feel confident that this particular para- 
graph was unchanged in draft No. 5. 

Mr. Austin. But it is still in the draft stage only. The contracts 
have never been signed, have they ? 

Mr. Miixer. I can’t answer that. You will recall yesterday I men- 
tioned that the latest information I had on the draft was that Secre- 
tary Aandahl told me it was on his desk awaiting approval at the 
time that the legislation was pending in Congress. 

It was, I believe, just before or during the hearings being held by 
the subcommittee of the House on this particular appropriation re- 
lating to SPA. So far as I know, they have not been signed, but I 
wouldn’t say that they have not. 

Mr. Austin. Mr. Miller, do you people of Springfield Utilities buy 
any dump power from SPA? 

Mr. Mirtier. No. We have inquired as to its availability from 
time to time verbally. We have never written about it. 

Mr. Austin. What were you told ? 

Mr. Mitier. That we would be notified whenever they had some 
that they could sell to us. 

Mr. Austin. Does the same thing go for secondary power? 

Mr. Miiuer. Yes. 

Mr. Austin. Either dump or secondary ? 

Mr. Mitier. That’s correct. 

Mr. Austin. You have not been able to get it; am I correct in that 
assumption ? 
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Mr. Mirirr. Yes. I should, perhaps, in fairness say that we haven’t 
pressed the point. 

I might add, however, that it is our intent and hope that we will be 
able to negotiate with SPA after our new powerplant comes into the 
picture and interchange arrangement perhaps somewhat along the 
lines of the G. and T. contracts. 

Well, not exactly the same because what we have in mind is a hope 
that we can arrange an interchange of offpeak power for peak power 
in some relationship which will make it possible for our powerplant to 
again be of benefit to SPA in increasing their total amount of salable 
firm power. 

Mr. Austin. But up to now you have not been able to get dump? 

Mr. Mrutrr. That’s correct. 

Mr. Austin. In posing my question I would like to ask you, Mr. 
Miller, to make a statement as to the rights of the preference customers 
as a matter of clarification. As a so-called preference customer, does 
Springfield Utilities buy its power at any less cost than nonpreference 
customers from SPA ? 

Mr. Miirer. I am afraid I can’t answer that, Mr. Austin. I am 
not sufficiently familiar with the overall sales picture of SPA 

Mr. Austin. Is it your impression that the word “preference” means 
that you get a preferential rate? 

Mr. Mitier. Oh, definitely not. 

Mr. Austin. What does it mean ? 

Mr. Miter. In my understanding of it, it gives us merely first call 
on any power that there may be available for sale. 

Mr. Austin. But not a lower price? 

Mr. Miixier. But not a lower price. As a matter of fact, I believe 
1 am correct that the wording of the Flood Control Act definitely ap- 
pends to SPA the responsibility of selling the power at an amount 
which will return to the Government the required amounts. 

Might I comment that I heard several remarks yesterday relating 
to value. As I understand the wording of it, value is not the important 
factor so far as SPA is concerned. They must recover only their costs, 
even though the power might have value twice the amount that it 

charged for it. 

Mr. Austin. Thank you, Mr. Chairman. 

Mr. Cuvporr. Mr. Miller, I hav e only a couple of questions to - 
you. I understand that you are now in the city of Springfield : 
manager, and that prior to coming to Springfield you had several years 
with the city of Mesa, Ariz.: is that correct ? 

Mr. Mriter. I was sort of an unofficial city manager for the city of 
Mesa, Ariz., for about 2 years. 

Mr. Cuvuporr. In your capacity in both these cities you got to know 
the local people- -what I mean by ‘ ‘the local people,” the citizens in 
those cities—quite well personally: isn’t that true? 

Mr. Miter. Yes. 

Mr. Cucporr. And as you undoubtedly know, my home State of 
Pennsylvania and many other States, especially in the northeast sec- 
tion of the United States, in the last — have suffered loss of lives, 
billions of dollars in property damage, as the result of floods. 

I personally flew over the northeast sec tion of Pennsylvania, Massa- 
chusetts. Connecticut, Rhode Island, and saw the damage. It was 
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absolutely amazing and unbelievable. You couldn’t believe it could 
possibly happen. 

Now, in view of this situation, I would like to ask you this question: 

Do you think the people of Springfield, Mo., or the people of Mesa, 
Ariz., would expect their Congressmen to vote against Federal flood- 
control measures which are necessary to prevent, alleviate, a reoccur- 
rence of these flood disasters in the States that suffered the damage last 
week, and the possibility of other floods in other States, because this 
type of Federal money would subsidize the lives, homes, farms, and 
industry of the people of the area affected ? 

Mr. Mriter. I can’t imagine that a reason of that kind would be 
given a second thought. 

Mr. Cuuporr. Of course not. This is a great country. You have 
local problems; you have a power problem. In Philadelphia we have 
a housing problem. Yet some of the Members of Congress are only 
for things that benefit their local problems, and not the Nation as a 
whole. 

Now, in the course of providing flood protection in this Nation, if 
it became apparent that we would have to build some rather expensive 
dams to take care of this flood-control problem, and these dams could 
also produce electricity, do you think that the people of Springfield 
would say, “Don’t put these generators or the lines necessary to market 
the power in, because that is subsidizing local electricity users,” even 
though the money received from the sale of power lowers the cost of 
the dam to the taxpayers as a whole ? 

Mr. Minier. That is a pretty broad question, Congressman. Could 
I answer it in this way: 

From the broad general policy question, I believe that the people 
of the United States look to Congress to do those things which will, 
in the long run, benefit the people as a whole. 

As to any specific project, the people of the United States are not 
in a position to know whether or not the benefits to be derived will 
justify the expenditure. 

I believe that the vast majority of those of us who vote to send a 
certain individual to Congress vote because we believe that that man’s 
judgment will be such as to pick the goats from the sheep. Does that 
give you an adequate answer ? 

Mr. Cuuporr. Well, that is your personal belief; isn’t it, Mr. Miller ? 

Mr. Miter. Yes, it is. 

Mr. Cuvporr. As a matter of fact, there has been a lot of talk about 
subsidization, and that the Government is handing out money here 
and handing out money there. 

Isn’t it a fact that it is not flood control that is subsidizing power 
but it is power which is subsidizing flood control ? 

Mr. Mixer. Oh, I don’t think there can be any doubt about that. 

Mr. Cuuporr. Isn’t it true that the construction of Government 
facilities to market power on a sound economic basis increases the 
value of the power and further decreases the cost of flood control / 

Mr. Miturr. I don’t see how that could be denied. 

Might I add one further thing? 

The limitation of Federal power projects to the specific installa 
tions which may have been put in for flood-control purposes can 
throw a decided economic burden on the people of the country gen- 
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erally if it isn’t recognized that the sale of power cannot be—I am 
running into a loss of words. Let me put it another way. 

There is no justification for the Federal Government to conduct 
an uneconomic operation any more than there is for a private indi- 
vidual or a company to do so. 

The great hue and cry that has been raised about the addition of 
steam power to Federal hydro projects is, in effect, endeavoring to 
force the Federal Government into an uneconomic situation, to force 
the Federal Government into a position where there only possible 
rescue is to market the power developed in such a way that the large 
corporations can make large profits out of that power. 

Mr. Cruporr. I am glad you brought that up, Mr. Miller. I can 
tell you that the power problem is not local in Missouri or the South 
west. 

The Northeast has a tremendous power problem, and the people in 
the Northeastern States, like Massachusetts and Connecticut, Rhode 
Island, are crying for public power, and if the policy of the admin- 
istration would be to give them some public power, they in turn could 
have built dams which would not only supply the hydroelectric power 
to industries of the Northeast, which is very enormous, but it might 
have prevented the disastrous floods which killed so many people and 
caused so much property damage in Massachusetts, Connecticut, 
Rhode Island, and the northeastern part of Pennsylvania. 

So this is a national problem, and it is a question of what policy 
the people of this Nation want the Government to maintain. 

Mr. Jonas. Would vou yield at that point ? 

Mr. Cuvuporr. As soon as I finish. 

If they feel that the power of this Nation should be manufactured 
and distributed only by private utilities, then, of course, they have 
a right to demonstrate that feeling at the ballot boxes, the voting 
machines. If they feel the other way, they have a right to demonstrate 
that situation. 

But I feel that there shouldn’t be any partisan politics in this prob- 
lem; that Congressmen, regardless of party affiliation, should think 
this thing out and give the people of the United States exactly what 
they want rather than argue about whether one policy is good or 
another policy is bad. 

I yield. 

Mr. Jonas. This probably is not even pertinent, but I was inter- 
ested in your comment on the possibility that floods could have been 
avoided. 

Those rivers in the northeast part of the United States, are they 
such that you can build dams and prevent floods? What would you 
do with the backwater ? 

Mr. Cuvporr. Some of them are. 

Mr. Jonas. The Connecticut River, for example, you already decided 
many years ago—— 

Mr. Cuvupvorr. Mr. Jonas, I am not a dam expert, I am not an 
engineer, but from what was told to me personally by the local people 
up there, they have been crying for dams and they are a little upset, 
not that they don’t want the Far West, the Northwest, and the South- 
west to have dams, and you should get all the dams you need, but they 
feel they should have all the dams that are possible. 

Of course, if there is no engineering possibility, they shouldn’t even 
buildthe dam. There is no sense in discussing that. 

24 
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Mr. Mitter. Could I introduce this comment : ‘That no dam is neces- 
sarily impossible ; it might be uneconomic. But I might point this out. 

Tam a little bit familiar with the terrain in New England, and when 
I compare that terrain with the terrain in Nebraska, where we devel- 
oped over 100,000 kilowatts of hydro capacity in connection with 
irrigation projects, it seems a little bit farfetched to believe that there 
wouldn’t be economic sites in New England. 

Mr. Cuuporr. Since you raise the question, although I am not much 
of an authority on power and don’t know too much about it, I under- 
stand that the United States is presently trying to market atomic 
power in that section of the country through the Mohawk Electric 
Co.—I think that is the name of the company—giving them rights to 
produce atomic power. 

And under the Atomic Energy Act, the same clause that provides 
for preference users in the Flood Control Act appears almost verbatim 
inthe Atomic Energy Act. 

Yet the people of New England are asking the right—that is, those 
people who have cooperatives and REA’s and other types of associa- 
tions that are entitled to the preference power—are asking Mohawk 
Electric for that atomic energy power, and they haven’t been successful 
in getting it. 

Maybe this subcommittee will have to look into that, too, but that 
is not our problem today, and I don’t want to spend too much time on it. 

Mr. Moss, do you have some questions / 

Mr. Moss. Well, on the question of whether or not we have subsidy, 
I happen to come from an area of California that is the beneficiary of 
the great Central Valleys project, and the city of Sacramento has a 
very well-managed, equally well-managed with any of these so-called 
business-managed utilities, municipal utility districts, that supplies 
our power. 

And we don’t feel that we are living in either sin or socialism because 
of it, and if there is any subsidy, I think it comes from the people who 
use the power, because we pay the same rates for the power, the same 
rates identically enjoyed by the Pacific Gas & Electric Co. when they 
were buying. 

We hope that we will be able to buy more as we continue to develop 
the need for it, and to the extent that the local utility doesn’t reimburse 
the State of California, that is more our business than it is Federal. 

But we are not getting any subsidy. We are getting low-cost power, 
and it is aiding in the development of an area that has critical need for 
both power and water. 

Because of the power facilities in connection with our dams, we are 
able to put irrigation on land that is very thirsty at a price the farmer 
can afford to pay. Without the power the farmer couldn’t possibly 
buy the water. tre 

Mr. Mituer. Might I add that that same situation exists in Nebraska. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. I am tempted to comment on that last remark, but may- 
be I will just do it very briefly. 

Tt is true we are reclaiming a lot of land. This last Congress voted 
a brandnew project in California at the cost of $225 million to put into 
production about 350,000 acres of new land, building up more farm 
agricultural acreage. We have got our warehouses running over with 
agricultural surpluses now. 
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The cost of these projects in the upper ( olorado will be fantastic 
from the standpoint of costs per acre. Cotton farmers in my part of 
the country are geared up to cultivate 23 million acres of land. 

They have to cut down their production to 17 million, and while we 
are curtailing our production in one part of the country, the Federal 
Government and the taxpayers in my part of the country are having 
to help put up the money to put California in the cotton business 
to further compete with the section of the country that historically has 
produced cotton all down through the years. 

I think there are two sides to the problem. I thought I would make 
that comment before I asked any questions. 

Mr. Moss. I would like to clarify for the record the error—or to at 
least correct the error in the gentleman’s statement. 

The Trinity River project, which was authorized by the last Con- 
gress, does not bring into being 350,000 acres of new agricultural land. 
It provides supplemental water to about 350,000 acres of presently 
producing land, land that has been producing by depleting under- 
ground water storage to the point where it becomes rather critical. 

We are not producing on that land crops in surplus. It happens to 
be a large area for the production of short-grain rice, which is not in 
surplus in this country, which has been marketed without any diffi- 
culty for a great number of years. This is supplemental water; it is 
not new water. 

And I think that the Government and the gentleman’s own State 
would be much more adversely affected on the question of subsidizing 
if that great area of California were forced out of production and 
the great amount of taxes, far in excess of $250 million, was taken 
away from the Federal Treasury. 

This is keeping land into production, not bringing it into pro- 
duction. 

Mr. Jonas. The record will show—and with this comment I will 
discontinue discussing the Trinity River project—there are two pro}- 
ects, as I recall it, in that undertaking. One of them involves about 
130,000 acres of land, according to the record before the committee, 
and 25 percent of that land, it was testified, would be devoted to the 
production of cotton. 

I don’t think we have got a shortage of cotton in the United States 
today. 

Mr. Moss. The gentleman is referring, of course, to the San Luis 
project which was not authorized by Congress, which would deal with 
land now raising cotton. 

I might point out that the right of California to produce cotton 
certainly is as firm as the right of any other State. We produce a very 
fine quality of long-staple cotton. 

Mr. Jonas. I am not denying the right of California to produce 
cotton. I am questioning the fairness of asking the people that have 
grown cotton all down through the years to put up some of the money 
to set up another part of the country in the cotton business. 

Mr. Moss. We are not asking to be set up. We are asking to be kept 
from going out because we can’t feed the water to the land. 

Mr. Jonas. You never grew cotton in California until 1940. 

Mr. Moss. For the record, Mr. Chairman, I would like to challenge 
the gentleman’s statement that we grew no cotton until after 1940. 
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The gentleman is grossly in error. We have grown it for a great 
many years, more than 40 or 50 years, Mr, Jonas. 

Mr. Cuvuporr. I want to get along with the hearings. I think this 
is a power hearing, not a cotton hearing, and I think you ean take up 
the discussion where you left off at recess. The first thing you know, 
I will be talking about public housing, which is my problem in Phila- 
delphia. But severtheless, 1 would appreciate it, Mr. Jonas, if you 
could proceed with your direct questioning of Mr. Miller. 

Mr. Jonas. I would like to say that I wouldn't have gone into thai 
subject at all if it hadn’t been adverted to. 

Mr. Miller, I believe it is correct that you have a contract, that is, 
the city of Springfield, with a private utility ¢ 

Mr. Mituer. Yes. 

Mr. Jonas. How long has that contract been in existence ¢ 

Mr. Mituer. I can’t give you an exact date on that. I can merely 
say that the contract was in existence at the time the city purchased 
the properties from the Springfield Gas & Electric Co. in 1945. 

Mr. Jonas. But you haven't checked the contract to see how long 
it has been in force / 

Mr. Mixier. That was a previous contract. Our present contract 
was negotiated in 1949. 

Mr. Jonas. In 1949. And how long does it run / 

Mr. Mitrer. Until 1959. 

Mr. Jonas. Ten years. 

Mr. Miter. Yes. 

Mr. Jonas. Is it a firm contract for a given amount of power 


5 Or Is 


the amount of power and energy to be furnished subject to fluctuation ? 
Mr. Miter. It is for our requirements within their capacity to 


deliver, with their present facilities. 

Mr. Jonas. I read some testimony in the House Appropriations 
Committee hearing of Mr. McKee, in which he said that his company 
was obligated to supply all of the requirements of the city of Spring- 
field through 1959; is that not true ¢ 

Mr. Mittrr. Perhaps he conveniently forgot another provision in 
the contract which states that they are not obligated to increase their 
facilities. 

Mr. Jonas. Is it true, then, that the facilities would not have been 
available from Empire to increase the amount of energy you are re- 
ceiving? Have you made any application to Empire to increase the 
amount of energy you are purchasing under the contract and been 
denied ? 

Mr. Mituer. We have already notified them that we will probably 
require more than their present ability to deliver, next summer. So 
far as I know, they have made no move; we have heard no answer. 

Mr. Jonas. You have notified them that next summer you will 
need more power ? 

Mr. Murr. More than their present capability to deliver. 

Mr. Jonas. I don’t know whether you know what their present 
capability is. I think it would answer my question if you would tell 
me how much additional power you notified them you would like to 
have next year. 

Mr. Mituer. I believe we suggested that they should increase their 
ability to deliver to us by about 5,000 additional kilowatts. 
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Mr. Jonas. You are now receiving from them how much ? 

Mr. Mrixer. Oh, it is a complicated contract. I believe our greatest 
amount—— 

Mr. Jonas. You know how much you use, don’t you, because you 
have to pay for it. 

Mr. Miitrr. No. Part of it we don’t pay for in the sense that 
you are talking about it. 

Mr. Jonas. How do you get it without paying for it ? 

Mr. Mitier. Well, let’s put it this way: 

There is a firm power provision at peaking period during the day— 
well, it varies with the time of the year, but from approximately about 
7 o'clock in the morning until about 10 o’clock in the evening. Peaks 
which we create at that time are the determining factor as to the 
amount we pay for demand charge. 

During the peaking period we have created a top amount of 12,400 
kilowatts demand against Empire district. 

However, during off-peak periods and emergency periods, which 
are also not in the category to be considered in the perpetual ratchet 
feature of the contract, we have gone up, I believe, to a maximum of 
approximately 16,000 to 17,000 kilowatts, and at that time we were 
beginning to run into sagging voltage, so we have concluded their 
probable maximum deliverability is in the range of 18,000 to 20,000 
kilowatts, which has been confirmed, incidentally, in conversations 
with the officials of Empire district. 

Mr. Jonas. How does the amount you pay for the power compare 
with the power you produce yourself? 

Mr. Mritrr. Suppose I give you the average costs for all three 
classes of sources. 

For the year ending July 1955, July 31, our cost of generation, 
exclusive of depreciation, was 6.38 mills. 

Our purchase of power from Empire was 11.11 mills, and I might 
mention, incidentally, that that is down about a mill and a half to 
2 mills from the peak that we reached I believe about 6 months ago. 

Our cost of production from SPA was 5.58 mills. I do not have 
right here the exact cost of the generation in our old plant, including 
depreciation, but it is in the range of approximately 8 mills. 

Now, bear in mind this is a generating plant, the newest unit of 
which was manufactured in 1923. We expect in our new plant to be 
able to produce, including depreciation, at an average rate of approxi- 
mately 614 mills. 

Mr. Jonas. You mean produce and distribute ? 

Mr. Mutter. No; production cost only. None of this includes dis- 
tribution cost. 

Mr. Jonas. In addition to the cost of producing, you take care of 
the distributing ? 

Mr. Miter. Yes; we deliver to the ultimate customer. 

Mr. Jonas. What do you charge the ultimate customer for this 
power? 

Mr. Mriter. For the year ending July 31, 1955—I beg your pardon; 
I don’t have the figures on an annual basis. 

For the month of July 1955, our average total return per customer 
was 1.65 cents gross revenue. 

Mr. Jonas. That would be 16 mills. 

Mr. Miter. Correct. 
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Mr. Jonas. 16.6 mills. 

Mr. Mitxer. Correct. 

Mr. Jonas. 1614 mills, slightly over. 

Mr. Miter. All right. 

Mr. Jonas. So the difference between your average cost of produc- 
tion would be the average of the three figures you gave ¢ 

Mr. Miter. Including depreciation, 7.62 mills. 

Mr. Jonas. To that you have to add your distribution cost, don’t 

ou! 

Mr. Miuter. That’s correct. 

Mr. Jonas. Do you know what that amounts to / 

Mr. Miter. I think maybe I can give you a complete breakdown. 
It depends on how badly you want it broken down. 

Mr. Jonas. I don’t want it broken down at all; just round figures. 

Mr. Mutter. Here it is. 

Mr. Jonas. What I am getting at is the city makes a profit on the 
power operation. 

Mr. Minter. Wait a minute. 

Mr. Jonas. I don’t object to that. Iam just asking if you do. 

Mr. Miter. I object to the word “profit.” 

Mr. Jonas. Well, you receive more for the power than it costs you 
to produce and distribute it. 

fr. Miter. Yes. 

Mr. Jonas. Wouldn’t that be a profit? 

Mr. Mitter. No. Profit implies that it is paid to somebody, and we 
don’t pay a penny of profit to anybody. What happens to that extra 
money is that it is plowed back into the system. The people who pay 
it get the benefit. 

{r. Jonas. I am not objecting to it, Mr. Miller. 

Mr. Mitter. Well, I am objecting to the word “profit.” We don’t 
make a profit. 

Mr. Jonas. You certainly don’t sell it at cost. 

Mr. Muer. If you consider the total benefits that the customer 
receives, yes, we sell it at cost. As a matter of fact, the last 2 years 
we have sold it at slightly under cost because we have plowed more 
money back into the system than has actually been taken in. 

Mr. Jonas. You don’t use any power revenues, then, for any normal 
city purposes ? 

Mr. Muiter. According to the State law, which was taken over in 
our new city charter, we pay in lieu of taxes to the city of Springfield 
4 percent of our gross electric revenues and 3 percent of our gross gas 
and transit revenues. 

Mr. Jonas. Did I understand you pay that to the county ¢ 

Mr. Muir. To the city, in cash. 

Mr. Jonas. Do you pay any to the county ? 

Mr. Mrier. No. 

Mr. Jonas. You don’t have county units of government ? 

Mr. Mitier. No. Yes, we have counties, but our payments are to 
the city. 

Mr. Jonas. Only ? 

Mr. Miter. Correct. 

Mr. Jonas. Do you make any payments to the State ? 

Mr. Mutter. Only the sales tax. 
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Mr. Jonas. The sales tax on power that you sell, that 1s charged to 
the consumer? The consumer pays that? 

Mr. Mitter. Yes. 

Mr. Jonas. Is that added to the cost, the 16 mills? 

Mr. Miter. No. 

Mr. Jonas. Or is it part of it? 

Mr. Miter. That is part of it. This is total gross revenue. 

Mr. Jonas. Do you have any regulatory body in Missouri that con- 
trols the price you can charge for this power ¢ 

Mr. Miter. I believe you would say it was a regulatory body. The 
power to regulate our rates is given to our city council—let’s put it the 
other way: It is given to our board of public utilities, subject to ap- 
proval of the city council. 

Mr. Jonas. But there is no statewide body that has any control over 
the rates you charge ? 

Mr. Mitter. That’s correct. 

Mr. Jonas. Is the regulatory body in Missouri authorized to control 
the price you pay for power from the private utility ? 

Mr. Mitter. No. It is an interstate transaction, and is controlled 
by the Federal Power Commission. 

Mr. Jonas. Are those rates, the rates at which the private utilities 
sell to you, are they controlled by the Federal Power Commission ? 

Mr. Miter. Yes. 

Mr. Jonas. And the utility, therefore, in agreeing with you on a 
rate, does so subject to approval of the Federal Power Commission ? 

Mr. MitxiEr. Correct. 

Mr. Jonas. You have a copy, and read from it, of one of the drafts 
of the so-called Northwest contract ? 

Mr. Miier. Yes. 

Mr. Jonas. Which was never executed, so far as you know ? 

Mr. Miter. Right. 

Mr. Jonas. Do you have copies of the drafts of other contracts that 
Southwestern Power has made with private utility companies ? 

Mr. Miter. No. 

Mr. Jonas. You ought to be as concerned about the terms of those 
contracts as you are about the Nor thwest, shouldn’t you, because under 
those contracts a lot of power is going out of the Southwestern Power 
Administration to private utilities. 

Mr. Miter. I can answer that best this way: 

I came into the picture after those contracts were negotiated and 
in effect, and the only possible contro] that I could get into was en- 
deavor to avoid having further contracts adverse to our interests. 

Mr. Jonas. Are you familiar with the contract which disposes of 
the Whitney Dam-Brazos, Tex. cooperative contract ? 

Mr. Mitter. No. 

Mr. Jonas. I think I might have my dams mixed up, but I think 
that is the contract which disposes of all of the power, hydro power, 
produced at that dam. You are not familiar with the terms of that 
contract, or any of the other four contracts that the SPA has with 
private utilities ? 

Mr. Mitier. Only in a very general way. I have never seen the 
contracts themselves. 

Mr. Jonas. You put in the record yesterday a memorandum that 
you prepared following a visit to Washington. You stated that you 
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and Mr. Heer attended that conference, but looking at the memo- 
randum that vou prepared, the copy that I received from the committee, 
I notice others were present. 

Mr. Mitirr. That is correct. 

Mr. Jonas. Who is Mr. Alex Radin? 

Mr. Mitter. He is the general manager of the American Public 
Power Association. 

Mr. Jonas. Does the city of Springfield belong to that association ? 

Mr. Mitter. Yes. 

He arranged the conference for us. 

Mr. Jonas. And accompanied you and Mr. Heer to it? 

Mr. Mrixer. That’s right. 

He, as a matter of fact, has in 1 or 2 other instances performed 
further services for us in connection with: well, for example, the 
statement that was presented to the Senate Appropriations Commit- 
tee was presented by him in our behalf. 

Mr. Jonas. I notice the memorandum says you had a newspaper 
reporter present. Did you take him in your party, or how did he get 
there ? 

Mr. Miter. To me, that was a rather amusing incident. We had 
not anticipated that there would be any reporter present. 

Mr. Miller showed up when we were sitting on the outside of Mr. 
Aandahl’s office, and when we were called, we got up and started 
in. I hadn’t the vaguest idea that he had any idea of attending any 
conference at all, and he walked very, well, if you will forgive me if I 
use the word “brazenly” in. 

Mr. Aandahl looked at him and questioned him. He introduced 
himself and asked Mr. Aandahl if it would be all right if he sat in. 
Well, Mr. Aandahl had absolutely no alternative. He had to say 
yes. 

Mr. Cuuporr. Mr. Miller, I just want to interrupt at this point. 
You are referring to a newspaper reporter. Don’t you think we 
ought to have his name and the paper he represents ? 

Mr. Mitter. It is in the hearing. I believe his name is Colin T. 
Miller. His name is in the record. I think it is Colin T. Miller. 

Mr. Crroporr. What paper does he represent ? 

Mr. Mirter. He is, as I understand it, sort of a free-lance reporter, 
and has some relationships with the local newspaper. 

Mr. Cuvuporr. He is Washington correspondent for the local news- 
papers? 

Mr. Miiter. Well, I don’t know that he has that full—that is a 
matter of contractual relationship. I know he does send information 
to this newspaper from time to time. 

Mr. Moss. I wonder if the gentleman would yield at that point. 

You certainly are not apologizing for having a representative of the 
press present ? 

Mr. Miter. Oh, no; but it was such an amusing incident, in that 
none of us expected it. It was completely out of the blue, and the look 
on Mr. Aandahl’s face when he walked in was, frankly, a little 
amusing. 

Mr. Moss. I would think that we would nrobably have less problems 
if we had more reporters present at more Washington conferences. 

Mr. Mixer. I am quite sure the local newspapers would agree with 
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Mr. Jonas. I thought it was sort of unusual for the representatives 
of the city of Springfield to go to Washington to have a talk with the 
Secretary of Interior and take a newspaper reporter with them. 

Now, that may be customary, it may be proper, but the people that 
come to see me on official business don’t usually bring newspaper re- 
porters with them. Sometimes they issue statements, but I just won- 
dered if he went by your invitation or by Mr. Radin’s invitation, or 
how he happened to be present at the conference. 

Mr. Miter. To be entirely clear in the matter, I didn’t even know 
he was a correspondent for the local newspaper at the time he attended 
the conference. 

Mr. Jonas. Now, when you prepared this memorandum, you were 
not entirely satisfied with the results of the conference ? 

Mr. Mintzer. That is a mild way to put it. 

Mr. Jonas. Well, you went to find out if all of the power that was 
to come in from Table Rock had been committed ? 

Mr. Mitter. If any of it had been. 

Mr. Jonas. That’s right. Well, vou were told that none of it had 
been ? 

Mr. Miter. No. If you will read that, you will note that it says that 
he would not positively state that none had been or any had been. 
He would give us no answer. 

Mr. Jonas. He told you that the 130,000 kilowatts had been com- 
mitted to the G. and T.’s. Didn’t he tell you in this conference that 
if the new proposed contracts did not include language requiring the 
delivery of power to Springfield, that would be added, and they would 
be so corrected ? 

Mr. Mier. Let me refer you to the bottom of the last complete 
paragraph on the first page. The last sentence states: 

At no time did he deny positively that some of the new capacity was involved 
in the replacement contracts— 

Mr. Jonas. Where are you reading, Mr. Miller? 

Mr. Miter. At the bottom of the last complete paragraph, in the 
first page, the last sentence : 

At no time did he deny positively that some of the new capacity was involved 
in the replacement contracts, nor would he state positively that some of it was, 
nor would he give us any indication of the amount. 

Mr. Jonas. Isn’t that somewhat contradictory to your statement 
just preceding, that where you say, and I quote: 

During his discussions, he repeated several times that no allocation of new 
eapacity would be made until the contracts to replace the inoperative ones had 
been buttoned up. 

Mr. Mitter. No. You must distinguish between the meaning of the 
word “allocation” as we were using it then, which was a final, official 
designation, and the term “commitment,” which was, as we were using 
it at that time, the informal, I guess you can use the word, “allocation” 
prior to the final signing of the contracts. 

Mr. Jonas. Well, you were later notified by Mr. Aandahl in his 
letter of May 31 that no commitments had been made or would be 
made until the requests of Springfield had been considered ? 

Mr. Mitter. What do you mean by the word “considered,” or what 
did he mean by the word “considered”? That has been the problem 
all the way through. 
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We were told as early as the fall of 1954 that our needs will be con- 
sidered, but at no time have we ever been told that we would be given 
consideration in the form of an actual commitment of power prior to 
the time that it all might be allocated to someone else. 

Mr. Jonas. This is a three-page letter, and I only saw it for the first 
time yesterday and read it hurriedly once, but. my recollection is that 
Mr. Aandahl told you in this letter of May the 31st that no commit- 
ments of this new power would be made until the rights of Springfield 
and all other preference customers had been considered. 

Did he tell you that in this letter ? 

Mr. Mituirr. Yes; but bear in mind what the word “considered” 
means. 

Mr. Jonas. That is a question. It might mean one thing to me, 
another to you, and another to Secretary Aandahl. 

He did tell you that Springfield had not been left out in the cold, 
and that the claims of Springfield for power, along with all of the 
other preference customers, would be given consider ation? 

Mr. Mrxter. I must take issue on the first part of your statement. 
He did not tell us that Springfield had not been left out in the cold. 
He merely stalled us by saying that our needs would be considered 
after the decision had been made. 

Bear in mind that all of the information we had received indicated 
that practically every kilowatt of capacity from those 2 projects were 
already tied up by these 4 proposed G. and T. contracts. 

Mr. Jonas. May I read to you one sentence in the letter of Mr, 
Aandahl to you, dated May 31, 1955, and I quote: 

The request of the city of Springfield for additional capacity about the time 
when Table Rock is complete will be considered, along with the many other 
requests for additional capacity. 

Mr. Mutter. All right. 

Mr. Jonas. And didn’t he also say in this letter somewhere that no 
firm, no actual decisions could be made or would be made for three or 
four months? 

Mr. Mitter. All right. 

Mr. Jonas. Because at that particular time the matter was in a state 
of uncertainty because of the expected action on the part of the Con- 
gress in putting the money back in for the continuing fund ? 

Mr. Miuter. And yet as of today, several months after that, the 
130,000 kilowatts is still tied up. 

Mr. Jonas. Well, the final decision has not been made, as I under- 
stand, and we had some testimony here yesterday from some of the 
witnesses that negotiations are in progress right now, and the Con- 
gress required the deletion of some of the provisions of the inactivated 
contracts, and they have to be renegotiated. You understand that, 
don’t you? 

Mr. Mirier. And I understand also that the total net commitment 
under those so-called inactivated contracts is less than the amount 
that they publicly stated they have available, and there are towns in 
Oklahoma, as testified vesterday, that are screaming for that power, 
and they can’t get it. 

Mr. Jonas. Well, that was the town of Skiatook, as I understand it. 
They said they needed 250 kilowatts. I don’t recall any other mu- 
nicipalities that testified yesterday that they were in need of additional 
power now. 
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Were there any others? 

Mr. Munzer. I can’t bring a complete and accurate recollection of 
Mr. Davidson’s testimony, but I believe he gave the town of Skiatook 
as an example. 

Mr. Cuvpvorr. I think that he said there were 12 towns that had 
problems, and that he would speak personally of Skiatook because 
he knew those problems personally. 

Mr. Mitier. I have heard enough conversations about it, that I 
know that there are other towns that are in much the same position 
of Skiatook. 

Mr. Jonas. I don't know whether to ask you this because you may 
not know it, but I will risk it. If you don't, why, I will stop. 

Do you understand the reason for the earmarking of the 130,000 
kilowatts to the G. and T.’s? 

Mr. Mitier. I have my own opinion. 

Mr. Jonas. Your opinion is, it is to give some benefit to private 
utilities. You have testified to that. 

Mr. Miuuer. | don’t like to see it made quite that simple. My opin- 
ion is that the Department of Interior endeavored to upset a certain 
situation. 

They needed trading stock in order to make it attractive to the pri- 
vate power companies to bail them out of trouble. They held up 
every possible kilowatt they could find for trading stock purposes, 
and I know, I must say this, I know it only from conversations of 
others who were involved in those negotiations; I know that they 
were told that part of the Table Rock and part of the new capacity 
from Bull Shoals could be dedicated to the new contracts. 

Mr. Jonas. It is a fact that the G. and T.’s found themselves heavily 
obligated to the Government for loans, and the Congress, in its wis- 
dom, had eliminated the continuing fund which put those loans in 
some jeopardy, and Congress also, in effect, told the Southwestern 
Power Administration, the Department of the Interior, and the G. and 
T.’s, to try to work out some satisfactory substitute arrangement which 
would bring all of the groups into partnership, to make it possible 
to use the generated power produced by the G. and T.’s. 

That was the purpose of the allocation of the 130,000 kilowatts, was 
it not ¢ 

Mr. Miuirr. Yes. 

But I think [ should add also that I question the authority of the 
Secretary or any committee of Congress to bypass the preference pro- 
visions of the Flood Control Act of 1944, which have been historical 
from 1906 on, in all of that type of legislation. 

Mr. Jonas. How do you bypass those provisions? What provisions 
do you bypass ? 

Mr. Miter. It was flatly in the law that certain types of customers 
had preference. Now, they were all on an equality. They didn’t say 
the G. and ¢’. cooperatives would have a greater preference than some 
municipality. 

Now, by what authority would even a committee of Congress have 
the right to overstep such a situation? We are on an equality with 
the G. and T. cooperative. 

Mr. Jonas. I thought your objection to it was, and your feeling that 
it violated the preference clause was, that some of the hydropower 
would go to the private utilities. Didn’t you comment to that effect? 
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Mr. Mitter. That is correct, and that is the ultimate result that was 
intended in the use of a special preference for the G. and T. coopera- 
tives. 

Mr. Jonas. But every contract with the private utilities that SPA 
has made since 1947 has done that. The Texas contracts, the Oklahoma 
contracts, the contract for the Narrows Dam output and the Whitney 
Dam output and the Reynolds Metals contract does that. 

They have been doing that all the time; Southwestern Power Admin- 
istration has been doing that since 1947 when it made its first contract 
with the Texas companies. 

Mr. Mitter. I can only take your word for it. I know that in many 
instances contracts of that type contained withdrawal provisions. I 
don’t know whether those do or not. 

Mr. Jonas. Your other criticism or objection is that by reason of 
allocating or setting aside or earmarking the 130,000 kilowatts, the 
Department is, in effect, establishing a super preference on behalf of 
the G. and T.’s. 

Mr. Miter. Would you repeat that, please ? 

Mr. Jonas. Your other criticism or objection to the allocation or 
earmarking 130,000 kilowatts is that that creates an unfair super 
preference on behalf or on the part of the G. and T.’s? 

Mr. Miter. I would say that is one other criticism; yes. 

Mr. Jonas. What is the total installed capacity of the Southwestern 
Power Administration now ; do you know ? 

Mr. Miter. I don’t keep those figures in mind. I have seen it. 

Mr. Jonas. Is it something less than a half million kilowatts? 

Mr. Mixuer. I believe that the last figure I saw was about 487,000, 
but I am not sure. 

Mr. Jonas. 485. Out of that you get 15,000? 

Mr. Mitier. That is correct. 

Mr. Jonas. Now, would you say that out of 485,000 installed capac- 
ity, your contract for 15,000 is your fair share of what is available, or 
do you think you should have more? 

Mr. Miuter. That is a difficult question to answer because the condi- 
tions vary from time to time. 

I would say this: That if at any time we were notified by SPA or 
the Secretary that they felt that we had been allocated our fair share 
of the capacity available, that then I would investigate that situation. 

So long as they do not tell me that we have been allocated our fair 
share, I say that our objective should be to get as much under contract 
as we can profitably use, so long as they do not themselves say that 
we have too much. 

Mr. Jonas. You have not checked that, though ? 

Mr. Miter. No. 

Mr. Jonas. And you would not be prepared to say that the 15,000 
kilowatts which you are now getting is more or less than your fair 
share of 485,000? 

Mr. Miuter. Who is to say ? 

Mr. Jonas. Well, it is a difficult problem. Everybody wants 
power—— 

Mr. Miuuer. That’s right. 

Mr, Jonas (continuing). And there is a limited amount available. 

Mr. Mutter. That’s right. 
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Mr. Jonas. I assume there is no difficulty whatever in this whole 
Southwestern Power area in disposing of the entire 485,000 kilowatts, 
and much more if it were available; is that correct? 

Mr. Miter. Let me put it this way: 

I believe, but I can’t produce figures to prove it , I believe I am cor- 
rect that every kilowatt of added capacity which comes into the SPA 
system from here on out could be sold to preference customers. 

Mr. Jonas. I thought that was correct, and I would assume that 
as of the present, perhaps the preference customers, or some of them, 
have not had as much power as they could use. 

Mr. Minter. I think that has been pretty well demonstrated, and 
it is also true in the case of Springfield. It isn’t exactly true this 
year, but it will be necessary. 

Mr. Jonas. It is a pretty difficult decision to make to say whether 
4 municipality is entitled to more or whether the co-op that operates 
out in the country is entitled to more. 

Mr, Minter. That isn’t our problem. Our problem is that they at- 
tempted to use the preference status of a G. and T. to sell power to the 
private power companies. 

Mr. Jonas. Well, that power is all coming back to the G. and T.’s. 

Mr. Miniter. It was not. You are mistaken in that Mr. Jonas. The 
total requirements of that Northwest G. and T. couldn’t possibly have 
reached the total amount of power that was intended to be allocated 
to that G. and T. within a period of 25 years. 

Mr. Jonas. Well, there is some testimony in the other hearings as 
to the reason for that. You haven’t read it, I assume? 

Mr. Mituer. No; I haven’t read it. 

Mr. Jonas. I won’t even go into it, then. I will suspend. I have 
taken too much time. 

Mr. Cuuporr. Mr. Miller, I don’t believe there are any further 
questions. 

Mr. Moss. I have just a few of them. One question that occurs fre- 
quently in the discussion of power is the fact that public agencies 
engaged in the generation or the distribution of power are not regu- 
lated. 

Isn’t it regulated by the same commission within a State which 
usually has jurisdiction over the private utility / 

Mr. Mitter. Not normally. 

Mr. Moss. Isn’t there the primary purpose of regulation to prevent 
the excesses by the private utilities? It is usually assumed that the 
local agency, the public agency being in fact a public body, doesn’t 
require further regulation than that enjoyed by the people it serves? 

Mr. Mriuer. Might I add that the facts in terms of rates, in terms 
of costs, adequately confirm exactly what you have said. 

Mr. Moss. Now, this northwest Kansas City light contract which 
apparently hasn’t been executed, was that offered to any other agency ‘ 
Wasn’t that perhaps a trail-blazing move on a new policy ? 

Mr. Miruer. That was my understanding. I have in my files copies 
of prospective contracts that were written for the Central Electric 
Cooperative, KAMO, and Sho-Me, I believe. 

Mr. Moss. And your interest in that contract was because it could 
have a very definite impact upon the operation of the Springfield 
system ? 

“Mr. Miter. Decidedly. They were selling power that we had 
already contracted to buy. 
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Mr. Moss. You know I am not sensitive to the fact that mistakes 

were made by Democrats. I am convinced they were, that they can be 
in the future, just as I think they are being made today by Republicans 
who have the responsibility of carrying on our Government. 
_ I think some of the contracts unquestionably which have been made 
in the past by Southwestern Power are bad contracts. I think many 
of them were made under the pressure of war. I think others are bad 
contracts, because the Government is in a disadvantageous position 
in dealing with private utilities as they must to secure additional power 
for peaking purposes or for firm purposes. 

Do you think that is a fair statement as the reason for some poor 
contracts ? 

Mr. Miutrr. Yes. As I know Mr. Wright, I am confident that he 
negotiated the best contract for the Government that he thought he 
could negotiate under the conditions at that time. 

Mr. Moss. Would you agree with me that we should try diligently 
in the future to prevent the negotiation of any other bad contracts, 
unless the fact that we do not enjoy proper trading leverage with the 
private utility forces us to negotiate ? 

Mr. Mutter. I think that is correct. 

Mr. Moss. I think that is all the questions I have. 

Mr. Cuuporr. Mr. Miller, the committee is sincerely indebted to 
you for your forthright testimony. I am sure the facts that you have 
presented to us will go a long way in helping us reach our conclusions 
and recommendations when we finally make the report of this inves- 
tigation. 

Thank you. 

Mr. Mier. There is one, if you will pardon me, there is one other 
thing that I expected would be brought out this morning that perhaps 
you would like to have. 

I have made a comparison of the data from the Federal Power 
Commission. There was so much discussion of costs yesterday, I had 
this information available, and if possible I would like to mention 
1 or 2 facts that developed from that. 

We have made comparisons from the Federal Power Commission 
of certain types of costs as between the average of the country for 
private utilities and the costs of the city of Springfield. You may 
be interested. If so, I would appreciate the opportunity of giving 
them to you. 

Mr. Cuvuporr. I am sure we would be interested. If you will reduce 
them to writing and will submit them, I will be glad to have them 
made part of the record, if there is no objection. 

Mr. Jonas? 

Mr. Jonas. Mr. Chairman, I think we already have that. I see 
Mr. Miller has in his hand the booklet that the committee was given 
copies of by Mr. Radin when he testified. f 

Mr. Miter. This merely uses a portion of the material which came 
from the Federal Power Commission. 

Mr. Jonas. We already have that. 

Mr. Mitter. But you don’t have the Springfield costs. 

Mr. Cuuporr. We are very happy to have anything that you think 
will help us in reaching our conclusions. 

Mr. Miter. Suppose I do this: I have a copy of a newsletter which 
we use and much of that material was summarized in this newsletter. 
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Suppose I give a copy of this to Mr. Austin and you can use it or 
not, as you see fit. 

Mr. Moss. Mr. Chairman, I would like to suggest that the com- 
plete figures that Mr. Miller had available be a part of the record, 
rather than just a summary of them. 

Mr. Cuuporr. If you have a copy for us, we would appreciate 
having it. 

Mr. Miter. It would require some explanation. 

Mr. Moss. I certainly suggest that we have the explanation. 

Mr. CuuporFr. Could you explain it in a short period of time? 

Mr. Mitxer. Yes; I think I can handle it in 5 minutes. 

What this amounts to essentially, gentlemen, about 6 months ago 
we received a copy of a report from the Federal Power Commission 
covering all publicly owned utilities of 50,000 population and above. 

In our investigation of our own standing as compared to the aver- 
ages over the country, and also other what we thought were reason- 
ably comparable communities, we made up a tabulation which shows 
the total average for all publicly owned utilities. 

It shows the costs in Springfield, Mo., in 1952, which was the year 
covered by this report. It also shows the costs for Springfield, Mo., 
in 1954. 

Now, the reason for using 1952 is that there had been a substantial 
increment in costs steadily throughout that period, and we felt that a 
true comparison could be made only on 1952. 

I might point out just 2 or 3 things that I thought were significant. 
The average revenue per residential customer for all publicly owned 
utilities was $55.50. The average revenue per customer from all pri- 
vately owned utilities for the same—no, this was for the preceding 
year 1951. I believe these figures are 1951 figures—was $55.23. 

The average residential revenue from Springfield, Mo., was only 
$39.40. That was on the basis of about 10 percent less energy than the 
average to the private utilities. The average revenue per kilowatt- 
hour, residential only, for private utilities in 1951 was 2.9 cents. The 
average revenue per residential customer for the city of Springfield, 
was 2.68 cents. 

The effect of our old plant is demonstrated in this case. The average 
cost of production for all private utilities was 4.87 mills per kilowatt- 
hour, for publicly owned utilities was 4.93, for Springfield in 1952 
was 8.24. There is the effect of our old plant. 

Distribution expense per customer for private utilities was $12.46 
in 1951. In 1952 it was $8.25 in the city of Springfield. 

Accounting and collection costs per customer—certainly if there 
was ever a strictly business operation, that would be it. It is purely 
clerical operation, and as the size of the operation goes up, you are 
able to take advantage of greater and greater mechanizing of that 
operation, and yet the average for privately owned utilities was $4.61 
per year per customer, for Springfield, Mo., was $2.70. 

Sales promotion expense average for the private utilities in 1951, 
$1.64—for the city of Springfield in 1952, 15 cents. 

Administrative and general costs per customer for all private util- 
ities in the United States—no, this is per $100 of revenue. That was 
considered a somewhat more applicable measure. For all private util- 
ities the average was $6.40 per $100 in revenue. In other words, for 
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every dollar that the customer of a private utility paid in, 6.4 cents 
of that was spent for administrative and general. 

For the city of Springfield, the equivalent figure in 1952 was $3.65. 

There have been some implications given yesterday that publicly 
owned utilities are unable to operate at an equivalent cost to the pri- 
vately owned utilities, and I felt that it was important to the com- 
mittee to realize that those figures were giving an erroneous impres- 
sion. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. I didn’t understand that last sentence. 

Mr. Miter. I said that I felt that an erroneous impression had 
been given to the committee from the discussion yesterday, and I 
wanted to correct it. 

Mr. Jonas. What was the erroneous impression? I didn’t under- 
stand. 

Mr. Miter. I felt that the testimony had developed a feeling that 
publicly owned utilities were unable to operate at a cost equal to the 
privately owned utilities, and that is absolutely wrong. 

I might point out one other thing in connection with this. 

Mr. Jonas. I would like to say I never got that impression from the 
testimony. 

Mr. Mitter. I certainly thought you were trying to bring that out, 
Mr. Jonas. 

Mr. Jonas. Oh, no; I have never contended that they couldn’t oper- 
ate more economically than private-investment-owned companies. 

Mr. Mitter. Why not? It isa business operation. They should be 
able to operate just as cheaply as we can. Understand, these don’t 
take into account these argumentative tax factors. 

Mr. Jonas. They have to have somebody to put up the money. They 
have to have the investors, in the first place, to put up their capital, 
and those investors, some of them are wealthy people, some of them are 
farmers, some of them are widows, and some of them are businessmen. 
They don’t invest money in a private utility just for their health. 
They expect to get dividends. 

Mr. Mriiier. You missed the point completely. These figures I 
have quoted are operating costs. They are the cost of reading a meter, 
bringing the information in, and putting it on a bill and sending it 
out to the customer. 

They are the costs of keeping the business in operation in the sense 
of taking care of the multitude of administrative details. These are 
costs. These aren’t things that relate to taxes or relate to paying 
dividends and things of that sort. 

Mr. Jonas. I won’t argue the point with you. I would just like to 
disclaim any feeling that the publicly owned utilities cannot operate 
cheaper than privately owned utilities. 

Mr. Mirier. You yourself used that cliche, that they have attempted 
to establish business-operated utilities. 

Mr. Jonas. I didn’t use “business.” I said investor-owned utilities. 

Mr. Miuuer. I think you used the term “business-operated”—— 

Mr. Cuuporr. I think, Mr. Miller, everybody will agree one of the 
reasons it costs more to operate a private utility against a public 
utility is the high-priced executives as paid by the private utilities 
are so far out of range with the executive salaries paid by the munici- 
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pally operated utilities, that the cost of operation amounts to a far 
greater figure than you could ever possibly reconcile. 

Mr. Mixer. I might add, too, that they don’t have somebody look- 
ing over their shoulder every time they spend a dollar. 

Mr. Moss. Mr. Chairman, I would like to say that the question of 
investor-owned businessman, whatever the term I know the people in 
my area in their role as participating citizens have inves.ed their 
money and there are rich and poor and they are interested in their 
dividends, and they get them in lower rates rather than the payment 
by check of a dividend declared by a company. 

The dividend is there; the investment is certainly there. And I 
see little difference between the investors as citizens who vote to 
invest, and the investor who might individually select a stock or a 
bond as a source of revenue for his: savings. 

Mr. Jonas. If I left you under the impression, or anvbodv under 
the impression that I have any objection to the city of Springfield 
owning and operating its electric power system, 1 would lixe to 
correct t that now. 

I live in a town that owns a similar system, and we have always 
owned it, and nobody has ever tried to change it or modify it. We 
are perfectly satisfied. 

The only difference is, you buy some of your power from a private 
utility, and other parts of your wholesale power from the Govern- 
ment, and you want to buy more from the Government. We buy all 
of ours from a private utility. 

Mr. Mitier. Maybe you ought to build a generating plant. 

Mr. Jonas. Maybe so. Maybe we ought to go into the grocery busi- 
ness and eliminate the grocer, and maybe we ought to provide all of 
the services required for the people of the town, but we just don’t 
happen to believe that that is the way to build this country. 

{ think there is room in this country for the private utilities. [ am 
not a private utility baiter, I am not a defender of them. I said yes- 
terday I don’t represent any of them. 

But at the same time, I don’t see any reason why they should be 
driven out of business, or to put it another way, I don’t see why it 
isn’t possible for a working partnership arrangement to be made in 
the Southwest that will bring the private utilities that already have 
their money invested in their system into the picture along with the 
cooperatives and the G. and T.’s and the Southwestern Power Adminis- 
tration. 

I thought we had such a contract as that worked out a few years 
ago in the 12-company contract, and a committee of the House of 
Representatives in its report to the tune expressed the hope that that 
contract would be executed, but it never was. I think if those con- 
tracts had been executed, we would be operating now under what I 
would call a partnership arrangement, in which public power and 
private power work together. 

I haven’t said anything in this hearing to indicate any criticism on 
the part of any body who wants to form an organization and handle its 
own power problems, or any munic ipality that wants to. 

I just wanted to correct any misunderstanding, if I had left you 
under one, on that point. 

Mr. Cuvuporr. Thank you, Mr. Miller. 
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At this time we would ordinarily recess for lunch, but due to the 
fact that there are representatives here from Arkansas who must leave 
Springtield by 1 o’clock, we are going to stay in session until 12: 30. 

Will Mr. Paul Jones, the president of the Arkansas Rural Electric 
Association, come up with his associates / 

At this time I would like to make an announcement for the benefit 
of the witnesses. 

At the present time it looks like in order to give everybody an oppor- 
tunity to be heard, we will have to have a night session. It might be 
that we can do away with it as we go along in a rather quick fashion 
this afternoon, but I would suggest that those witnesses who want to 
be heard, that they make arrangements to be present tonight, because 
we will be here until we have given an opportunity to everybody who 
wants to say something, to be heard. 

Now, Mr. Jones, it is 10 after 12, and I would like to conelude with 
your testimony and examination, if any, by 12: 30. 

Do you think you can do that? 

Mr. Jones. It will be very short. We have a plane waiting out there, 
too, Mr. Chairman. 

Mr. Cuuporr. Now, will the subcommittee allow all three of these 
gentlemen to finish before you question any of them? 

Do you have a statement you would like to make, Mr. Jones? 


STATEMENT OF PAUL JONES, PRESIDENT, ARKANSAS STATE ASSO- 
CIATION OF COOPERATIVES, NORTH LITTLE ROCK, ARK. 


Mr. Jones. Yes, I would like to introduce, Mr. Chairman and gentle- 
men—we have two men here that would like to make brief statements 
to you, from Arkansas. 

My name is Paul Jones, president of the Arkansas State Associa- 
tion of Cooperatives, at North Little Rock. I am also manager of 
the Riceland Electric Cooperative, at Stuttgart Ark. 

Mr. Harry L. Oswald, executive manager of our State offices, would 
like to make a statement for us, 18 cooperatives that constitute the 
REA in our State, and also Mr. L. R. Cochran. 

Mr. Cuuporr. Who is the first gentleman ¢ 

Mr. Jones. The first one is Mr. Harry L. Oswald. He is the execu- 
tive manager of our State electric cooperatives. 

The other is Mr. L. R. Cochran, who is manager of the North 
Arkansas Electric Cooperative up at Salem, Ark. 

I would like to call on Mr. Oswald first. 

Mr. Cuuporr, Thank you. 


STATEMENT OF HARRY L. OSWALD, EXECUTIVE MANAGER, AR- 
KANSAS STATE ASSOCIATION OF COOPERATIVES 


Mr. Oswap. I am also the acting manager of the Arkansas Elec- 
tric Cooperative Corporation, which is a bargaining and generating 
transmission hoped for cooperative in the State of Arkansas. 

The wholesale rates and the availability of points of delivery from 
the commercial power companies to the Arkansas rural electire co- 
operatives seems to depend historically on the political climate in 
Washington and the attitude of the administration. This makes it 
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extremely difficult for dedicated directors and managers to operate 
a member-owned electric utility. 

At this present time we are suffering from a very bad situation. 
When the previous Congress failed to authorize or appropriate a con- 
tinuing fund, one power supplier immediately increased its wholesale 
power costs to one cooperative by $12,000. 

One week ago this last Friday, representatives of the 14 coopera- 
tives who purchased power wholesale from the Arkansas Power & 

Light Co. were told that as soon as their present contracts expired, 
their rates will be increased by a minimum of approximately 3 mills 
per kilowatt-hour. 

On one cooperative on which this rate will go into effect on January 
1, 1956, this increase will amount to $23,000 per year, and because of 
the economic situation of agriculture in the area, it is already operating 
in the red. 

The overall effect of this 3-mill raise based on last year’s purchases 
by these 14 cooperatives will be an increase of three-quarters of : 
million dollars per year, and if you take that on a loan period, th: at 
will amount to $26 million, which is one-third of the total plant invest 
ment of all of the 18 co-ops in the State of Arkansas. 

The interchanged type of contract between the G. & T.’s in this 
area was conceived in the mind of a man from our State. The Arkansas 
Electric Cooperative and Arkansas Generating and Transmission 
Organization of Electric Cooperatives, was the first to propose this 
type of contract, which was later executed. 

The man who conceived this basic plan was a former chairman of 
the Arkansas Public Service Commission, an incorporator and first 
attorney for the National Rural Electric Cooperative Association, a 
respected and admired rural-electric leader throughout this area and 
this Nation. 

The plan was conceived and devised to enable farmer-owned generat- 
ing plants to integrate with Government hydroelectric dams to the 
financial advantage of the customer and to the financial advantage of 
the Government and its taxpayers. 

I have read and heard the commercial power company propa- 
ganda line many times, that this approach was just another series of 
plans socially wrong and indefensible, to subsidize the power con- 
sumers in this area. Being one in a small group where this integra- 
tion plan was worked out, and being a close friend and associate of 
the man who conceived this idea, I fee] that the record should be kept 
straight. 

Since it is commonly known in this area that the plan originated in 
the mind of the late Thomas B. Fitzhugh, who cannot defend his 
record in rural electrification, of which he was so proud, I want to 
take this opportunity to set that straight for the record. 

The Arkansas congressional delegation, with whom I have talked, 
understood that the interchange contract between the Arkansas Elec- 
tric Cooperative Corp. and the Department of the Interior was being 
reactivated by the action of his Congress. 

We understand that the G. and T.’s and the Department of the In 
terior are conferring in carrving out the directives of the Congress. 
When we saw this course of action, we wrote the following letter to 
Secretary McKay, and I would like to read it: 

Deak Mr. McKay: On December 5, 1949, the Arkansas Electric Cooperative 
Corp. an organization of Arkansas REA cooperatives incorporated for the pur- 





368 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


pose of generating and transmitting electric power, entered into contracts with 
the Department of the Interior to integrate their proposed generating plant 
through the sale of steam power and the operation of the transmission lines. 

With these contracts the cooperative corporation borrowed $10,558,000 from 
the REA for the construction of a 30,000-kilowatt plant and transmission lines 
to serve load centers of its member distribution cooperatives. 

The Public Service Commission of Arkansas granted the cooperatives a certifi- 
cate of convenience and necessity to build this plant. The commercial power 
company appealed to the courts and secured a supreme court decision denying 


the cooperative the right to construct these facilities on a technicality in the 
Arkansas law. 


The Congress of the United States in 1953 failed to provide a “continuing or 
revolving fund” which was an integral part of the contractual relation between 
the Department of the Interior (SPA) and the Arkansas Hlectric Cooperative 
Corp. 

The last General Assembly of Arkansas by a 97 to nothing vote in the house of 
representatives and 33 to nothing in the senate passed legislation amending our 
previous enabling laws, overcoming and removing previous legal blocks to this 
construction. 

The present Congress, as we understand it, authorized a “continuing or re- 
volving fund” and instructed that these contracts between the Department of 
the Interior (SPA) and the farmer-owned electric cooperative be carried out. ~ 

We understand negotiations are now underway between your Department 
of the Interior (SPA) and the several generating and transmission cooperatives 
in Missouri and Oklahoma to amend contracts similar to ours to comply with the 
instructions of the referred to Congress. 

The Arkansas Electric Cooperative Corp. is at the present time exploring the 
possibilities of building and owning, et cetera, our generating and transmission 
system. 

The board of directors have instructed me to request your position on the 
status of our contract with your agency and your feeling about carrying out 
the terms and provisions of this contract. 


This letter was written on August 17, 1955. We hope that we will 
receive a favorable reply. 

Our bargaining power with the commercial power company, the 
price we pay and the type of service we will supply our 125,000 mem- 
bers in Arkansas will depend on the attitude expressed in the answer 
that we get to this letter. 

That concludes my testimony. 

Mr. Cuvporr. Thank you, Mr. Oswald. 

Now, Mr. Cochran. 


STATEMENT OF L. R. COCHRAN, MANAGER, NORTH ARKANSAS 
ELECTRIC COOPERATIVE, SALEM, ARK. 


Mr. Cocuran. I am from Salem, Ark., and our cooperative serves 
6,300 farm families and a few nonfarm, in an area 50 miles north and 
south and 100 miles east and west. 

The west part of our system is located at Norfork Dam and Bull 
Shoals Dam. Prior to 1950, we purchased all of our power from the 
Arkansas Power & Light Co., and they supplied us with 1 metering 
point which was within 100 yards of Norfork Dam. 

We had distribution feeders that were 75 miles long, and at night 
when the farmers turned their lights on, they had to turn off every- 
thing else, because the motors would not run, and the power company 
would not supply us with additional power at other points. 

Prior to 1950—I don’t remember the date—we signed a contract 
with the Southwestern Power Administration for a,metering point at 
Norfork Dam and one at Viola, Ark., at which time we discontinued 
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our contract with A. P. & L., and took all of our power from the South- 
western Power Administration. 

In 1953, sometime after 1950, I won’t use an exact date, we required 
more power in the extreme west part of our system, around Buil 
Shoals, and we requested from the Southwestern Power Administra- 
tion a metering point at Bull Shoals. 

Inasmuch as their voltage is 161 kilovolts, they said they could 
not supply us with the voltage that we required, so we negotiated the 
contract with Arkansas Power & Light Co. for a metering point at 
Gassville, Ark. 

In 1954 I got a similar letter that was referred to in yesterday’s testi- 
mony dated February the 4th, from Douglas Wright, Administrator 
of SPA, stating that no more additional power above our present 
contract would be available to us at either of our metering points. 

Presently we are exceeding our contract with SPA approximately 
two or three hundred kilowatts. We have just recently taken another 
metering point from the Arkansas Power & Light Co. at Mountain 
Home, which is 7 miles from our other metering point at Gassville. 

In the east part of our system there is no power available from any 
source. It has to be transmitted in by us over a 33-kilovolt line from 
Viola, Ark. Unless we can obtain additional power from SPA, I re- 
gret to say there will be a power shortage in the east part of our sys- 
tem within a short time. 

That concludes my testimony. 

Mr. Cuuporr. Mr. Austin, do you have any questions to ask the 
witness / 

Mr. Austin. I believe you stated that you expected a reply from 
Mr. McKay, but I wanted to be sure. You have had no reply 4 

Mr. Oswavp. I have had no reply to the letter. 

Mr. Austin. Have you had any reason to feel that in your area of 
Arkansas there has been quite a bit of private power company influence 
in the decision of SPA, Interior, and REA, any one or all of them, in 
connection with their relations toward you and the getting of your 
G. and T. setup for your Arkansas rural electric cooperatives ? 

Mr. Oswaxp. That would probably be the understatement of this 
entire investigation. 

Mr. Austin. Would you explain what you mean? Tell us a little 
bit about it. 

Mr. Oswa.p. I don’t know how far you want me to go back in inter- 
ference. The commercial power company first, of course, tried every 
way in the world to block us in securing the loan from the REA 
through their friends. We waited a much longer time than the other 
cooperatives because of this severe opposition. 

After we secured the loan, they opposed us in the longest hearing in 
the history of the Arkansas Public Service Commission, on our certifi- 
cate of convenience and necessity. 

They then appealed the case to the circuit courts, took it to the 
Supreme Court, on which we lost on a technicality of the law, and then, 
of course, in corrective legislation in our general assembly, I suppose, 
was probably the bloodiest fight and the most severe blocking tactics 
to a group of people trying to own their own steam-generating plant, 
of anything that has been before our legislature, according to the peo- 
ple that I have talked to. 
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Mr. Avusttn. Have you had any conversation with any high offi- 
cials anyplace? Do you know what answers are to come from your 
letter to Mr. McKay? 

Mr. Oswa.p. I don’t know, but I have reason to believe that it 
probably will be negative, from my wisdom of certain officials with 
the Department of the Interior. 

Mr. Austin. What is the attitude of the power company—I state 
one company, I presume it is Arkansas Power & Light Co.—what is 
their attitude toward your going ahead now with your G. and T. plant ? 
Are they anxious to have you build that plant ? 

Mr. Oswatp. They are not anxious, but they are not together on 
what their attitude is on that. We do hope to confer with them. 

However, I would like to mention this: that before we even went 
before the public service commission previously, we went to the rep- 
resentatives of the commercial power companies and we tried to work 
out integration so that this steam plant could be built and power be 
supplied to an area that needed it, and that was over a hundred miles 
from the nearest source of power. 

The Arkansas Power & Light Co., if Mr. Moses, as president, was 
speaking the sentiments of that company, was favorably inclined to- 
ward that arrangement. 

Mr. Frank Wilkes, who was then the president of the Southwest 
Gas & Electric Co., told us he was going to fight us until hell froze 
over before we built a steam plant in that section. 

Mr. Austin. Have you ever been told by employees of the Gov- 
ernment that there was an awful lot of pressure being put on this 
particular matter from power companies? 

Mr. Oswatp. Yes, sir. 

Mr. Austin. Can you give us any details on that? 

Mr. Oswap. This particular application ? 

Mr. Austin. Yes; and the general application of your group for 
powerplant and integration. 

Mr. Oswap. Yes; we have been told that, and I think I would 
rather not go into details. I might hurt the rural electric co-op people 
in Arkansas. 

Mr. Austin. That is all. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. I will let Mr. Jonas take the first time, if they are going 
to have to leave at half past. 

Mr. Jonas. I want to ask just a question or two. 

You are organized as a G. and T. but you haven’t built a gen- 
erating plant? 

Mr. Oswatp. No, sir. We have $10,558,000 that is currently loaned 
to us under stop order. 

Mr. Jonas. You have that much borrowed from REA ? 

Mr. Oswatp. That’s right, under stop order. 

Mr. Jonas. When was that loan granted ? 

Mr. Oswaxp. 1950. 

Mr. Jonas. 1950? 

Mr. Oswatp. Yes, sir. 

Mr, Jonas. And it has been pending ever since? 

Mr. Oswaxp. Yes, sir. 

Mr. Jonas. You haven’t used it since? ; 

Mr. Oswap. No, sir. We have been trying to. We still need it 
just as bad as it was the day the loan was made, and perhaps more. 


| OW 
Stat 
that 
kno 
out, 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 37] 


Mr. Jonas. You have been trying since 1950? 

Mr. Oswatp. Yes, sir. You ought to come to Arkansas and see 
what you run into in this power situation, get acquainted with these 
commercial power companies. 

Mr. Jonas. You say you have fought since 1950, or you were fought 
when you got the commitment ? 

Mr. Oswavp. Oh, we were fought from the time of 1947, when we 
even started. 

Mr. Jonas. What was the basis of the argument against you, that 
you didn’t need a duplicating system, or what ¢ 

Mr. Oswatp. I suppose that was certainly a part of it, becanse that 
one has been worked out, the duplicating facility, where you got a 
33,000-volt line down a road, if you tried to bring power needs into 
an area, that is a duplicating system. That certainly has been rolled 
around down there. 

Mr. Jonas. You haven't built any distribution lines or generating 
plant at all? 

Mr. Oswaip. No, we haven't built any steam plant. 

Mr. Jonas. Lines? 

Mr. Oswarp. Not transmission lines. Distribution lines, yes. 

Mr. Jonas. What I can’t understand is, if there was such a great 
need for the system in 1950 and you still haven’t been able to construct 
it, what have the people done for power in the meantime 

Mr. Oswatp. They still need power. They are still suffering from 
power not being to their load centers. The Governor of our great 
State of Arkansas lives in a town and is a newspaper publisher there, 
that serves our rural electric cooperative, and he knows, as all of us 
know, that his newspaper has been as much as 4 days late in getting 
out, because of the power situation. 

Mr. Jonas. You need more power ? 

Mr. Oswatp. Yes. 

Mr. Jonas. Who supplies the power that is consumed there now? 

Mr. Oswatp. There are about + or 5 separate companies, and then 
in north Arkansas the electric co-op gets a small part of its power 
from the Southwestern Power Administration. 

Mr. Jonas. You mean private utilities? 

Mr. Oswatp. Commercial utilities. I call cooperatives private. 

Mr. Jonas. Is any Government power coming in there? 

Mr. Oswatp. Only to Mr. Cochran, who gets a small amount of his 
needs, and he has been told he can get no more from that source. 

Mr. Jonas. Is the principal reason you want to build this system, 
to bring power into the area in additional quantities, or to reduce 
rates? 

Mr. Oswarp. Additional quantities and to have a stabilized rate. 
When your wholesale rate fluctuates with the political situation from 
day to day, it is very difficult to tell farm people what their rates are 
going to be for rice irrigation or for other items. 

We have fluctuated all the way from, what was the highest price 
you paid for electricity ? 

Mr. Jonas. I have paid as much as 8 cents per kilowatt-hour for 
wholesale power. 

Mr. Oswarp. Then the SPA comes in and it goes down. Then the 
situation gets worse and it goes hs Then it looks like it is improving 
from the Southwestern Power Administration, we get a steam plant 
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loan approved by the Congress, and it goes down. We would like 
to know what power is going to cost. 

Mr. Jonas. Do you not have any State regulatory body that has 
any effect on the wholesale prices of power or retail prices ? 

Mr. Oswap. We have a public service commission. I would say 
it probably is the same as your commission. 

Mr. Jonas. Doesn’t it fix the rates that must be charged by com- 
mercial utilities? Doesn’t it fix those rates? 

Mr. Oswaxp. I am not going to criticize the public service com- 
mission, but I think it is a lot like the late Senator Norris said. A lot 
of times the regulators are regulated, not just in Arkansas, but all 
over. 

Mr. Jonas. I wouldn’t be able to comment on that, because I don’t 
know how it operates. 

Mr. Oswawp. That is a good approach always to say, well, your 
public service commission will take care of it, but anybody that has 
been in this power business knows better than that. 

Mr. Jonas. Well, you do have one? 

Mr. Oswavp. Oh, yes, sir, we have a public service co1amission, and 
it isa very fair one now, too. 

Mr. Jonas. It has the authority and the jurisdiction to determine 
the rates at which power will be sold by the commercial utility ¢ 

Mr. Oswavp. It has the power to? 

Mr. Jonas. Yes, and the jurisdiction. It is within its jurisdiction 
to do that. 

Mr. Oswatp. The same as the Federal Power Commission. I would 
say it is the same thing. It depends on the attitude of the people on 
the FPC and on the public service commission in regulation. 

Mr. Jonas. I just asked you whether under Arkansas law the public 
service commission has jurisdiction to fix the rates at which power is 
sold by commercial utilities. 

Mr. Oswaxp. Yes, but I have been on that merry-go-round so many 
times that I know where we are going to come to. I will answer yes. 

Mr. Cuuporr. Mr. Oswald, I would just like to ask you one ques- 
tion. Somebody told me that you have a problem out where you live, 
and I think it was a question of ratemaking where the commercial 
company, upon hearing the SPA was coming in to supply a little bit of 
power, cut the rates down phenomenally low in order to keep the 
people from buying power from SPA. 

Is that right ? 

Mr. Oswatp. That is correct. And then, of course—— 

Mr. Cuuporr. As a matter of fact, they cut it so low they were sup- 
plying it at a loss rather than allowing SPA to supply any power. 

Mr. Oswap. That was a result of this loan to this generating and 
transmission cooperative to the point that some of our cooperatives 
were paying as low as 4.6 to 4.7 mills. 

Mr.Cuouporr. As a result of that situation, the public service com- 
mission, or whatever you call it in Arkansas, got into the thing, and 
even though they agreed that they were entitled to an increase in rate, 
they wouldn’t give it, because of the fact of this fight between the com- 
mercial company and the SPA, not the fight, but the situation that 
existed between SPA and the commercial company on these wholesale 
rates. 

Mr. Oswatp. No,sir. Actually—— 
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Mr. Cuvporr. Will you tell us what happened? This is all hearsay 
tome. If you know, I would like to hear it. 

Mr. Oswatp. We did come out with a very ridiculously low whole- 
sale power cost. I will leave out “ridiculously.” We will just say 4.6 
or 4.7 to that area. ’ 

With this particular climate at this time, the commercial power com- 
panies chose to attempt to invoke a fuel clause in the 10-year contracts 
that we signed as a result of the bargaining position. 

I have heard the statement about a firm contract with the commer- 
cial power company. We had one documented with testimony before 
the Public Service Commission in the court’s papers, and everywhere 
else, and yet as soon as the climate got to where the situation appeared 
to be so favorable, then they attempted to put into our wholesale rate 
contracts, clauses and amendments that never existed, that they had 
contended would never be put in, that would increase the wholesale 
power cost to Arkansas REA co-ops by 45 percent. 

Mr. Cuuporr. What was the purpose of that ? 

Mr. Oswatp. The purpose of the rate raise? A good time to get 
more money out of us, we figured. 

Mr. Cuuporr. Get more money out of the consumer ? 

Mr. Oswatp. That’s right. 

Mr. Cuuporr. How often would you say that your rate fluctuates 
under the present system ? 

Mr. Oswarp. About once every 3 or 4 years It is intermediate. It 
depends on SPA, Arkansas Electric, G. and T., and the other elements. 

Mr. Cuuporr. Are your consumers complaining about this fluctua- 
tion of rate? 

Mr. Oswatp. When they were notified, we notified all of our mem- 
bers by letter that this rate was going to be put into effect. Of course, 
it could only come from one source, the consumers’ pocket. Of course, 
we did get a good deal of anxiety and concern, and my information is 
that if this present rate increase goes on to that co-op that I referred to, 
it probably will have to raise its rates. 

Mr. Cuvporr. Mr. Moss, do you have any questions? 

Mr. Moss, I realize the gentlemen are in a hurry, and I will be very 
brief. 

The first question would be to Mr. Cochran. 

Have you had any recent indication that you might be able to 
expect favorable action on your need for two or three hundred addi- 
tional kilowatts? 

Mr. Cocnran. No; I haven't. 

Mr. Moss. Are you pressing that case with the Southwestern / 

Mr. Cocuran. Doug Wright told me personally in Tulsa, this 
spring, that there would be no more power available to us until 1959, 
when Table Rock came in. 

Mr. Moss. You haven’t been threatened with having your power cut 
off because you need more, have you 4 

Mr. Cocnran. Not yet, but I am expecting it at any time. 

Mr. Moss. I hope you will let this committee know if that happens. 
Apparently there is a little magic in having the matter brought more 
openly to the public attention. 

Mr. Cuvporr. I am sure that the Secretary of the Interior will 
try to cooperate with you. Mr. Bennett will send him a wire or call 
him on the phone this afternoon, and maybe they can work it out. 
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Mr. Moss. Mr. Oswald, the question was asked you about the loan 
you have. It has been pending since 1950. 

Is my understanding correct that you haven’t used it because of legal 
difficulties, and then the action of the 83d Congress in denying the 
continuing fund? 

Mr. Oswap. Now that it is restored, we want it reactivated. We 
are asking the Secretary what his attitude is toward the contract. 

Mr. Moss. At no time did you have other than the fullest intent 
to use 1t ¢ 

Mr. Oswap. That is completely right. 

Mr. Moss. And to get into actual generation of power / 

Mr. Oswavp. That is exactly right. 

Mr. Moss. That is all that I have. 

Thank you. 

Mr. Cuuporr. Thank you, gentlemen. The subcommittee will now 
recess until 2 o'clock. 

(Thereupon, at 12:35 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 

The first witness this afternoon is Mr. Elbert Karns. 

Will Mr. Karns come up and take the witness chair, please ? 

Mr. Karns, when you appeared before this committee in Washing- 
ton, unfortunately we couldn’t conclude your testimony, and we agreed 
that you would come back when we came to Springfield and conclude, 
and at this time we would like you to give us any information that 
you couldn’t give us because of the press of time at the committee 
hearings in Washington. 

Proceed. 


FURTHER STATEMENT OF ELBERT E. KARNS, GENERAL MANAGER, 
WESTERN FARMERS ELECTRIC COOPERATIVE, ANADARKO, 
OKLA. 


Mr. Karns. Mr. Chairman, before I do that, I would like to offer 
this committee and staff members my sincere apology for running a 
little bit late. I had some other things on my mint that steered me 
on another course. I learned a little bit more about the procedure 
over the evening, and I will conclude it this way. To your friends an 
explanation isn't necessary, and to others it doesn’t make any differ- 
ence anyway. 

Mr. Cuuporr. As chairman of this subcommittee, I know that your 
lack of presence here yesterday was due to a definite misunderstand- 
ing. We are glad to have you back today, and I am sure that you 
have some very interesting information for us. 

Now, before you start, would you mind identifying yourself for 
the reporter, so that we can keep the record straight ? 

Mr. Karns. My name is Elbert Karns, general manager, Western 
Farmers Electric Cooperative, Anadarko, Okla., the Indian capital of 
the United States. 

Mr. Cuuporr. Do you have a statement you would care to make? 

Mr. Karns. I don’t have a statement. I would like to clear up one 
point, and perhaps some of your committee may have some questions. 
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When we were in Washington, the honorable Congressman from 
North Carolina asked me if I ‘knew I was violating any sort of statute 
by quitting the Government and going down and working for West- 
ern Farmers, and I wasn’t familiar with that process. 

I didn’t think I was, and as a matter of fact, before I took the job 
on March 15, 1954, I talked to a pretty competent lawyer, and I would 
like permission of this committee to secure a letter from this law yer 
and file it on that pomt. I am satisfied, I mean clear, that that w ould 
give the committee written evidence on this point, if I might do that. 

Mr. Cuuporr. I don’t want to get into a legal hassle, but of course 
an opinion of a lawyer is not binding upon the law, and perhaps if you 
wanted to make a test case out of it, you should get a judicial opinion, 
which would certainly decide the question, but I personally don’t 
think it is necessary. 

If the committee wants the letter brought in and made a part of 
the record, I certainly have no objection. I think that you have an- 
swered Mr. Jonas’ question to the best of your ability, and I think 
he is satisfied, but if you would like to bring in your legal authority, 
I have no objection to that. 

How do you feel about that, Mr. Jonas? 

Mr. Jonas. I didn’t intend to raise the question again. I merely 
asked the question if he thought there was any conflict, and he said 
no, and that ended it, as far as I was concerned. 

Mr. Karns. I just saw an opportunity to work, and I did talk to 
this lawyer before I took the job. and we didn’t see any conflict, so 
I got with it. 

Mr. Cuuporr. I don’t know where e is you can get an opinion, when 
vou have a legal question, outside of a law office, and if you felt there 
was a legal right involved and you went to your lawyer and he ad 
vised you it was all right to take the job, I think you can rest on 
his opinion until you need to go back again for some other problem, 
so we won't burden you with that. We would like you to continue. 

Mr. Karns. The other thing that I would like to speak to is this 
letter that Congressman Jonas produced in Washington, that I have 
since received a copy of it. It dates back to 1939. 

Mr. Austin. Excuse me. You used the word “letter.” Do you 
mean letter? 

Mr. Karns. No; I dont mean a letter. It is a copy of an editorial 
which was written on a meeting in Vale, Oreg. 

Mr. Cuuporr. That is an observation that Congressman Jonas 
made. He referred to a speech you made before some organization, 
in which you were quoted in the newspapers, and a clipping was then 
introduced by Congressman Jonas concerning which he asked you 
questions. 

Mr. Karns. That’s right. 

But to identify the location of this letter, it dates back to 1939, 
was written by a reporter who, in my opinion, was pro-Idaho Power 
& Light Co. The meeting took place in their area, where they tried 
to kill off one of our co-ops that we had organized and had under con- 
struction, and he used the word “apparent” and other qualifying 
phrases in this letter, so I don’t think, for my part, it is very sig- 
nificant. 

Mr. Cucporr. You want this committee to know and believe that 

‘you were misquoted, and you didn’t say what the newspaper clipping 
said you said? 
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Mr. Karns. That’s right. 

Mr. Cuouporr. Is there anything further that you have to say, if 
you have no further statement on that ? 

Mr. Austin would like to ask you some questions. 

Mr. Austin. This is just continuing slightly further the testimony 
that you gave in Washington, Mr. Karns. 

Can you give us, quite briefly, what your experience has been as 
to the getting of preferred status of Western Farmers by Interior, 
SPA, in the last 2 or 3 years, since you have been there? What 
has been your treatment as a preference customer ? 
ware Karns. In reply to that question, let me date it a little bit, 

ance. 

I went with Western Farmers on March the 15th, 1954, and since 
that time—well, for the first several months after that it was a con- 
tinuation of the cooperative’s efforts to negotiate what high officials 
in the Government call integration contracts, contracts to solve every- 
thing, I presume. 

And we claimed in that arrangement the right to the 30,000-kilowatt 
hydro power that we had set forth in our basic contracts with the 
Government, which were signed on December 15, 1949. I got the im- 
pression continuously from Interior, and was told so on one occasion : 

“You are not going to get any hydro power. The power companies 
will take care of you.” 

We didn’t feel that we could integrate with the power companies 
without the right to have that 30,000 kilowatts, because Western 
Farmers built a two-unit plant connected to the SPA line that comes 
into Anadarko, and if we ever fell out with the power companies, we 
would be setting there with a two-unit plant, which means that only 
50 percent of it would have been firm. 

And we never did get a commitment during the negotiations from 
March the 15th forward until we went to Congress this spring and 
asked for the reactivation of our basic contracts on any specific 
amount of hydro power. 

Mr. Austin. In your opinion as a man who has had a lot of ex- 
perience in the field concerning the businesslike management of SPA, 
would it have been possible for SPA to have increased its revenue 
considerably without increasing its rates, if it had bought a little more 
power to firm its hydro and sold the increased amount then available, 
as firm ? 

Mr. Karns. There is no doubt about that, in my opinion. They 
would have been much better off financially, because our dams in this 
Southwest area are primarily good for peaking purposes, outside of 
for flood control purposes, and it takes steam to go with them, and 
SPA, in my judgment, was trading too much of that hydro capacity 
to power companies for too little money and kilowatt-hours in return. 

Mr. Austin. On one other phase entirely of the SPA matter—to 
your knowledge, having been familiar with SPA from the manage- 
ment of a G. and T. cooperative, has SPA or Interior taken the full 
responsibility that they should have taken to advise Congress as to 
the needs in the SPA area for continuing fund money, for money for 
administrative purposes, for money for new dams, for transmission 
lines, for all of the things that were necessary to make SPA a going, 
working, businesslike operation ? 
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Mr. Karns. My answer to that question is emphatically “No,” and I 
seem to remember that when we appeared before the committees of 
Congress we were on our own, and fighting our own battles from this 
area, and were fortunate enough with this last Congress for enough 
of them to see the light to enable the Government to honor its commit- 
ments, which the 83d Congress broke. 

Mr. Austin. Did the Department of the Interior do the very best 
they could to make life, if not easy, at least a little less difficult for 
the G. and T.’s during the time the contracts were deactivated ¢ 

Mr. Karns. I will answer that by giving you a statement of fact. 
My records are not with me, but it took us last year, to go from July 
1, 1954, to July 1, 1955, 7 or 8 different contracts. 

The longest one was for 61 days, I believe, and the shortest one was 
for 28 days, and they ran out of money on March the Ist, 1955, and we 
had to go in there and see about getting a little more, and Congress 
got it through on April 25, 1955. 

We got in business that evening, and on May the 25th it started to 
rain and filled up Denson Dam; they pulled the switch on us. They 
pulled the switch, just didn’t take any more juice. And from May 
the 20th until July the ist we didn’t sell them another kilowatt-hour. 

Mr. Austin. To call attention to one particular part of my question, 
and that was as to the Interior Department's doing the very best that 
they could under the congressional limitations, were they limited to 
28-day or 61-day contracts by congressional action ? 

Mr. Karns. My best recollection leads me to this conclusion. Con 
gress had appropriated $1,140,000, I believe, for an 8-month period. 

Mr. Austin. For what in that 8 months; operation and main- 
tenance ? 

Mr. Karns. To buy power from the G. and T. cooperative on a 
wholesale basis. You see, our basic contracts were put to sleep by 
Congress. I don’t like to say they were dead; Congress just put them 
to sleep. And Congress meant, in my opinion, for Interior to buy 
power for 8 months. 

So after we got the appropriation, we wrote the Department of the 
Interior and they gave us a contract for 60 days, said, “Now, you go 
home and negotiate right good, and if you don’t quite make it, come 
back,” he said, “I may extend it.” 

That is like playing Russian roulette. The power companies knew 
which chamber the bullet was in, but we didn’t. 

Mr. Austin. I have no further questions, Congressman Chudoff. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. I haven’t any questions. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. I don’t believe I care to ask Mr. Karns any questions. 

Mr. Cuuporr. Thank you, Mr. Karns. We appreciate your coming 
here. We certainly feel that you have contributed a lot with the 
broad knowledge you have of the problems which you have given us, 
both here and in Washington. 

Is Mr. Joe Martin here? Have a seat, please. Mr. Martin, would 
you identify yourself for the reporter? 
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STATEMENT OF R. J. MARTIN, DIRECTOR OF CONSTRUCTION, 
UNIVERSITY OF MISSOURI, COLUMBIA, MO. 


_Mr. Martin. I am R. J. Martin, director of construction, Univer- 
sity of Missouri, Columbia, Mo. 1 was formerly assistant Arkansas- 
Missouri representative for the Southwestern Power Administration, 
with headquarters at Springfield, Mo. 

Mr. Cuuporr. Mr. Martin, do you have a statement that you would 
care to make to this committee ? 

Mr. Martin. No, sir; Il have no statement. 

Mr. Cuvuporr. Mr. Austin, do you have some questions ? 

Mr. Martin. [ have been away from Southwestern Power Adminis- 
tration and all power activities for the past 16 months. Anything 
that I may be able to contribute to the committee would be in the 
form of questions and answers of anything that I may have had 
previous to about the 30th of April 1954. 

Mr. Cuvuporr. Thank you, Mr. Martin. 

Do you have some questions, Mr. Austin ? 

Mr. Austin. We have 2 or 3 questions that we would like to ask 
Mr. Martin, and it would perhaps be well that the record shows that 
Mr. Martin is here in response to a subpena, because he did seem to 
be in a peculiar position to know some things about some phases of 
this problem that others might not know. 

Mr. Martin, in order that the record might be perfectly clear on it, 
what was the reason for your termination with the Southwestern 
Power Administration ? 

Mr. Martin. | received a reduction in force 60 days before J was 
terminated on the 30th of April 1954. 

Mr. Cuuporr. How long were you with the Southwestern Power 
Administration ¢ 

Mr. Martin. I started with the Southwestern Power Administra- 
tion on January 8, 1951. 

Mr. Cuuporr. And were you with the Government prior to that 
time ? 

Mr. Marttn. I was in the military service for a time and I was 
with the Extension Service for 6 years before I went into the Army. 

Mr. Cuuporr, And were you a permanent civil service employee 
when you received your reduction in force notice ? 

Mr. Martin. I had at that time 1414 years accredited civil service 
time. 

Mr. Cuuporr. Of course, when you were given your notice, you 
were given a form stating your retention credits and your classification, 
and what were they ? 

Mr. Martin. I was classified as A-1, and since that time I have 
received no notice of any possible appointments. 

In fact. I am not interested in continuing in Federal service. 

Mr. Cuuporr. Thank you. 

Mr. Austin. Do you recall at the time you were with SPA that 
a task force of people who apparently and probably were experts in 
the field of power administration, came into the SPA territory to make 
an overall efficiency study and had recommendations as to reorganiza- 
tion of SPA? 

Mr. Martin. Yes, sir. 
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Mr. Austin. Can you tell us a little bit about their operations within 
SPA and looking it over, about how much time they spent and how 
many people were present, how thorough was their investigation / 

Mr. Martin. I think, if I am not mistaken, that that was a sub- 
committee, or some portion of a Hoover committee organized to ex 
amine and make recommendations for the operation of the Department 
of Interior. 

Mr. Austin. Was it an Interior task force that the Department 
of Interior sent in; not the Hoover Commission 7 

Mr. Martin. I am not familiar with that. I probably was, but 
I am not familiar with it. 

Mr. Austin. All right, about when was this task force organized ? 

Mr. Martin. They came in some time during November of 1953. 
There were three members to this task force. 

There was a gentleman who was from the Cleveland Illuminating 
Co., Cleveland, Ohio. Another gentleman was formerly with ti 
Angeles Public Utility Board, and the third member was a gentleman 
from the Department of Interior who was a ‘companying them. 

Mr. Cuvcporr. What would the business of the Cleveland Eliminat 
ing Co. be? 

Mr. Martin. Illuminating. 

Mr. Cuuporr. | though you said “eliminating,” not” lluminating.” 

Mr. Martin. They were eliminating, too, sir. They came in to the 
Southwestern Power area and spent some time at the office at Tulsa, 

ind then went out over the entire Southwestern Power Administratio! 
aurea, accompanied by one or two of the men from the Tulsa office. 

They visited the various dams that were In Operatiol ind also those 
under construction. ana the other facilities being operated by South 
western Power. 

They came in to Springfield late one afternoon, made inquiry as to 
our operations here, how many people we had employed, and what 
we were doing, what was the plan of operation. 

We gave them all the information that they requested, and thes left 
early the next morning. I think that they were in the Southwestern 
Power area approximately 2 weeks, starting their tour some time abo 
the middle of November, and we were informed later that they had 
completed their tour. had written their report. and were home for 
Christmas. We did not know anything about the report until sor 
time in the latter part of January of 1954. 

Now, it might have been known in the Secretary's Office or in the 
Tulsa office, but that was the first inkling of what that report con 
tained. At that time we received word that the recommendation of 
this task force was to reduce the operating personnel of the Southwest 
ern Power Administration to 80 people. 

As I recollect, at the time that they came through, Southwestern 
Power Administration was operating about 1,100 miles of transmis 
sion lines, including several large substations. The Springfield sul 
station was in operation at that time. 

The total number of employees at that time was approximate 
330 for Southwestern Power Administration. including the Tulsa office 
and the field forces. The report of 80 people operating this svstem 
even at the time of the task force visit—and at that time It was antl 
pated that the Southwestern Power integrated network would cove) 
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about 4,400 miles of transmission lines, and I believe about 27 large 
substations. 

To think that that could be operated with 80 people, where we were 
just barely getting by with approximately 350 people on 1,100, it 
seemed impossible. 

Mr. Austin. That task force made that very drastic recommenda- 
tion upon only 2 weeks spent in the field ? 

Mr. Martin. So far as we know; yes, sir. 

Mr. Austin. Now, going to another matter entirely, do you, of your 
own knowledge, know whether or not there was an actual change of 
policy in SPA in regard to this problem of the contract demand of con- 
sumers of SPA as their loads might be increasing from year to year? 

First of all, just do you know whether there was a change of policy 
in SPA on that, or not ? 

Mr. Martin. There was never a direct statement given that “We 
are going to turn over a new leaf, we are going to have a new policy,” 
but there was a definite change in our instructions. 

Mr. Austin. Now then, let’s go back to the policy as it was from 
the beginning of SPA up until the time of the change. What was the 
attitude of SPA in its contracting with the municipals, the rural elec- 
trics, or other consumers in the matter of allowing them to increase 
their contract demands as their loads increased ? 

Mr. Martin. At what time? 

Mr. Austin. This is prior to the change, and then we will try and 
date the change. 

Mr. Martrn. In the initial contracting experience that I had with 
Southwestern Power Administration, the contracts were drawn so that 
the municipality or the co-op or the consumer pays on the contract 
demand, unless it is exceeded by the actual demand. 

The way the contracts with municipalities and co-ops were drawn 
was to try to arrive at a reasonable figure for contract demand that 
would meet the needs of the actual demand with some margin, not too 
much, to keep from penalizing on payments to Southwestern Power, 
at the same time to give the co-op or the municipality assurance that 
they had some space for normal growth over extended periods. 

In the contract also was the statement as was cited 2 or 3 times yes- 
terday, that if they exceeded it, the Government would give them 
notice, usually 60 days, that unless they reduced their contract demand 
or amended the contract to take care of the increased demand either 
actual or contract demand, that they would be cut off. 

There were several of those contracts that were drawn that way 
and several of them were amended. In some cases it was amended up- 
ward once or twice a year. Usually it was set so that about once a 
year the normal load growth could be readjusted and amended. 

Mr. Austrx. What was the basis of the reservoir from which the 
power could come to meet those amendments? Did they just create 
more power every 6 months or so, or had they held some back for that 
normal load growth? 

Mr. Martin. As near as I could determine, not all of the power at 
that time was contracted for. A small portion of it, or a normal por- 
tion of it was held in reserve tied to a schedule of completion of hydro- 
electric projects in this area. 

Instead of contracting to the full amount of the normal capacity 
of any dam, a small amount was held for load growth and tying that 
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to a schedule of other dams or facilities that would be in production, 
that there would be sufficient power to take care of normal load growth. 

Mr. Austin. In other words, there was more capacity to come into 
Bull Shoals, there was a new dam coming in here through the years. 

Mr. Martin. That was the anticipated program, as I understood it. 

Mr. Austin. And little was held back from the current load to take 
care of the load growth as it came in? 

Mr. Martin. That isthe way I understood the program. 

Mr. Austin. You said there were instructions that came down to 
you people, the workers in the field. that changed that. When did 
those instructions take place ? 

Mr. Martin. Those came about around January of 1954. 

Mr. Austin. And what was the effect of those instructions ? 

Mr. Martin. The instructions were given at conferences and were 
not given in writing that contractual arrangements would be those 
that were in the contract, and that is the limits, that all power that 
could possibly be contracted for, would be contracted, with the state- 
ment that the Government was no longer responsible for supplying 
the needs of its consumers. 

As I say, it was not in writing. It was given to us in conferences, 
and that was the general instruction, to get all the return on all of the 
power generated that would be possible, irrespective of the results. 

Mr. Austin. Are you familiar with the fact that there was a letter 
to all: preference customers of the Bureau sometime in early 1954 
giving in effect the statement you have here that SPA would no longer 
be responsible for load growth? There has been testimony before us 
vesterday and today from several people that they received such 
letters. Do you know what letters I am speaking of ? 

Mr. Martin. Yes, sir; I certainly do. That was the letter that 
was dated the first part of February. 

I think some of them were dated—I am not sure—it seems like 
they were all dated within the first week of February, some of them 
on the 4th, and some a little bit later. The process of getting them 
tvped was a question. Part of my work was to see that those letters 
had been received. 

Mr. Austin. To see that they had ben received ? 

Mr. Martin. Yes, sir: the letters were mailed and I had the dubious 
pleasure of visiting these SPA consumers and asking them if they had 
received that notice. 

Mr. Austin. That letter that vou are speaking of, the early Febrnu- 
ary letter of 1954 was the letter of notification of this change in policy: 
is that right ? 

Mr. Martin. I think that vou could interpret it that way, yes, sir. 

Mr. Avstrxn. Now, going to another matter entirely, Mr. Martin, 
has SPA ever abrogated any contracts, to your knowledge 4 

Mr. Marttn. I think that the word “abrogation” is a question as to 
how you look at it. 

To me I have oo proud of the Government and the governmental 
operations. I have been happy to buy savings bonds because the Gov- 
ernment said that when I want my money, that I would get it. 

T assumed that Government contracts were in the same classification. 
There are certain clauses in these contracts that have to be written 
because of the will of Congress, but I am thinking particularly of a 
contract that was negotiated in which I had a major part. 
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I received a letter from the mayor of Lockwood, Mo. I am drawing 
entirely on memory, but I believe it was in 1952, some time in the sum- 
mer of 1952, asking if it would be possible for the town of Lockwood to 
receive Southwestern Power supply. 

Another thing that I will fight for just as hard as I will for my 
family is the right of choice of the individuals, or municipalities, or 
co-ops, or groups to have a choice, if they want to, as to how their 
power supply or their roads or anything else will be built. The town 
of Lockwood for many years had had a small municipally operated 
generating plant. 

Now, Lockwood is located betwen Springfield and the Kansas line 
out west of here. It is within a hundred miles west of here. That 
town owned a municipally operated plant, and they had been operat- 
ing for many years, I don’t know how long. 

At the time I made the visit to Lockwood to find out what their 
power supply was and how they were operating, the entire power 
supply for Lockwood was being supplied by, I believe it was four 
50-kilowatt portable generators, diesel-operated generators, any one 
of which could have been loaded on a 2-ton truck and hauled off. 
They were not big units. In fact, they had been trying to add a unit 
as they could finance it, and that was the only power supply they had 
for the entire town. 

Lockweod the year before had gone in for night football, and their 
er school athletic field had been wired for electricity for the first 

ball g game under lights at this little town of Lockwood, which has a 
population, T believe, of less than 1,500. 

The merchants in town thought it would be quite an event to have 
an open house and sale and all. the night of this game. They had a 
good crowd in town and the stores were filled, and the high-school band 

parading up and down the street with a lot of floats, and they all 
Shad the little parade over to the football field and threw on the 
lights and they knocked out all the lights in town, because the town 
didn’t have any capacity. 

And finally by turning off the south part of town, they got enough 
illumination to light the football field to play that football game, 

That doesn’t have anything to do with the testimony in question, 
but this town was desper rately in need of electric power. They con- 
tracted with Southwestern Power. 

As I remember it at the time of the contract they were using about 
200 to 250 kilowatts. 

They contracted for about 400 or 425, with the idea that they could 
increase their demand as required. They kept their machines running. 

They began repairing their lines in anticipation of the completion 
of the KAMO electric power cooperative or distribution cooperative 
lines in the area from which SPA was going to serve them under this 
contract. 

When the rest of these folks got the notice that they could not in- 
crease their contract in 1954, Lockwood got a notice that the Govern- 
ment could not supply them at all, and suggested, not in the letter, 
but told them that they would look other places. They had a source 
of power approximately a mile north of town. 

There was a transmission line of the Empire District Electric Co. 
For several years the Empire District Electric Co. had been trying 
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to negotiate with the town, and the town had tried to negotiate with 
the power company. 

The only answers that this town could receive, as I understand it, 
was that they would supply them with power, but the Empire District 
wanted a 20-year franchise in which they would take over the entire 
system of the town’s operation and operate it, and then give the town 
a small percentage of the gross receipts, actually becoming a captive 
town of Empire. 

Lockwood didn’t want that. I think it was their choice. So after 
this letter was written, they came to me and asked what could be done. 
I said, “Well, under my directives I can’t do anything, but I do sug- 
gest that you get in touch with some of these co-ops around here and 
see if something can’t be worked out.” 

As a result, I understand—I was not here at the time it was com- 
pleted, but I understand—that the town of Lockwood is now receiving 
power through an arrangement of one of the distribution co-ops, al- 
though it is not the plan or “x arrangement that they want, they 
at. least have a little freedom. I don’t know whether that answers 
your question. 

To me that is like going down to the bank asking for a dollar in sil- 
ver and them telling you they can’t give it to you. 

Mr. Austin. Let me understand, Lockwood having an assurance 
from SPA that they could receive power, then were simply cut off 
completely from SPA power. 

Mr. Martin. Without receiving any power. They had a contract 
that when the lines were completed, that they would be given power, 
and they had kept working on that basis, and kept their machines in 
operation, held down their consumption and their loads in anticipa 
tion of this power, and then were told they couldn’t have it. 

Mr. Cuuporr. Mr. Martin, do you know approximately when that 
took place, the date ? 

Mr. Martin. This notice that they would not receive power? It 
was approximately the same time that these notices went out that they 
could not increase their contracts to the other co-ops and municipal1- 
ties, the first part of February, I believe, in 1954. 

Mr. Cuvporr. Of course Mr. Bennett couldn't help them because 
he wasn’t here. If he had been here he probably would have called 
the Secretary of the Interior and they would have gotten their power 
just like Skiatook. 

Mr. Martin. I don’t know, sir. 

Mr. Cuvuporr. Mr. Moss. 

Mr. Moss. On these instruction changes, Mr. Martin, which were 
given verbally at conferences, how basic were they? 

You have given us the one example, apparently doing away with 
any set-aside polices y. Was that principal change brought ‘about by the 
instructions, or were they more comprehensive than that ? 

Mr. Martin. No. We were just told that the co-ops and municipal- 
ities could not depend on the Government for any additional power 
to meet their needs, what the contract demand in their contract is what 
they would get. That is about the way it was given to us. 

Mr. Moss. In other words, you were to go out and commit all avail- 
able power to preference customers or nonpreference customers if it 
was necessary to get rid of it. 
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Mr. Martin. That is partly true. I can’t say all is true, because 
there were several requests. 

Like the city of Springfield made a request. They had 15,000 under 
their contract. They requested an additional 10,000. They said, “We 
are ready to pay for it, we will pay you the demand charge so we can 
have it on the books and know we can get it whenever we want it.” 

They couldn’t get that additional amount because they said, “You 
can’t use it within a reasonable time.” 

Mr. Moss. What was the reasonable period in these instructions? 

Mr. Martin. Most of the time before this change came on, we an- 
ticipated about a year’s load growth and were working on that basis 
of amending the contracts once or twice a year. But when the order 
came out to these co-ops and municipalities in the first part of Febru- 
ary of 1954, there was no more amending contracts unless there was 
some particular pressure brought to bear, or something else, I don’t 
know how they were arranged. 

Mr. Moss. In these conferences, did they indicate any minimum 
period ? 

Mr. Martin. No, sir. 

Mr. Moss. Any maximum period ¢ 

Mr. Martin. Nothing was indicated in there, but up until that 
time—— 

Mr. Moss. You just had the feeling then after the conferences that 
you had to get rid of all available power ? 

Mr. Martin. That’s right. 

Mr. Moss. And they would not be too critical of the arrangements 
which you entered into in order to do it ? 

Mr. Martin. I can’t answer that particular question, because in 
my work I was not directly eens for power contract negotia- 
tions, but we were given that information in the general conferences, 
and then the contract negotiators, the small ones amaliees handled 
myself, but on the big contracts, sometimes I sat in on them, but most 
of the time I did not. 

Mr. Moss. There were definite blocks of power held aside from the 
previous policies to take care of future growth ? 

Mr. Martin. That’s right. 

Mr. Moss. You were instructed to commit that power as quickly is 
possible. Was there any effort in these instructions cautioning that 
every consideration would be given in committing this power to pref- 
erence agencies ¢ 

Mr. Martin. That, as I say, I can’t answer, but there wasn’t any 
limitation on it in our conferences. There might have been some word 
given to the sales representatives that hendied the contracts. 

Mr. Moss. To the extent that you entered into discussions, you were 
not so instructed ¢ 

Mr. Martin. No, sir. It might have been on the basis that we 
should have known because we had been instructed that preference 
customers were to receive preferential treatment. 

Mr. Moss. Being with the Southwestern Power and having some 
familiarity with the problems, would it have been your interpretation 
that they would not have been particular as to whether preference cus- 
tomers were fully protected in their preference rights ? 
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Mr. Martin. With the personnel in Southwestern Power at the time 
that I was in there, I think the preferential customers would have 
received consideration. 

Mr. Moss. Consideration, but we had a little discussion in the de- 
fining of consideration. Would they have received relief if they 
could do it within a period of the immediate future ? 

Mr. Martin. If they could have carried it on through. There were 
some things above even Southwestern Power Administration in Tulsa 
that we couldn’t control. 

Mr. Moss. I am assuming that these new instructions originated 
above the Southwestern Power Administration. 

Mr. Martin. I think you are correct, but I have no way of verifying 
it. 

Mr. Moss. I think for the moment that is all my questions. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. Who gave you these verbal instructions, Mr. Martin? 

Mr. Martin. Usually they were given by Douglas G. Wright, Ad- 
ministrator of the Southwestern Power Administration, in ¢ onferences 
that were held at least every Tuesday, the first Tuesday in each month. 
Sometimes we were called in to Tulsa oftener. 

Mr. Jonas. Let me be sure I understand you correctly. You state 
to this committee that on numerous occasions you heard Mr. Douglas 
G. Wright verbally instruct you and other employees charged w ith re- 
sponsibility in this field to get rid of the power that was available 
and that there would be no extra power available to any contract 
holder, is that correct ? 

Mr. Martin. In these conferences we were told that these limita- 
tions would apply, and there would be no power held back. It was 
to be contracted for in some manner. 

Mr. Jonas. Well, an effort was made a moment ago to get you to 
say, and I never could be sure that you actually said, that you felt that 
you were being subjected to pressure on the part of, you now say, 
Mr. Douglas Wright to get out and get this power committed. 

Mr. Martin. No, sir. I said 

Mr. Jonas. You don’t mean to say that ? 

Mr. Martin. No, sir: because as I said, at these general conferences 
I was not in the sales division. 

Now, as far as what they told the sales division, but this was the im- 
pression left there that you have got to get this power under contract 
so the Government can get the return on the money. 

Mr. Jonas. Well, you were in the conferences and you said you 
heard Mr. Wright give those verbal instructions. 

Mr. Martin. Not verbal instruction that they have to go out and 
sell it completely. 

Mr. Jonas. What were the verbal instructions: I want to get that 
very clear, because it is important. 

Mr. Martin. You are asking me to remember something now for 
16 or 18 months. 

Mr. Jonas. Mr. Martin, you have already testified about this, and 
you ought to have thought about that 15 minutes ago. Are you ready 
to tell me what the verbal instructions were ? 

Mr. Martin. Our verbal instructions were that there would be no 
more power available to these preferential customers under contract, 
as is indicated in the letter of February of 1954. 
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Mr. Jonas. And those verbal instructions, you say, were given by 
Mr. Wright? 

Mr. Martin. Yes, sir. 

Mr. Jonas. The Administrator of Southwestern Power ¢ 

Mr. Martin. Yes, sir. 

Mr. Jonas. And how many times, and over what period of time 
did you receive such instructions? Was it on one occasion, or more 
than one? 

Mr. Martin. One, and possibly two. Possibly a conference in Feb- 
ruary, and it was probably mentioned at the last part of January of 
1954. 

Mr. Jonas. Those conferences were in Tulsa / 

Mr. Martin. Yes, sir. 

Mr. Jonas. Who attended the conferences ? 

Mr. Martin. Usually the entire staff at Tulsa. 

Mr. Jonas. I dont mean usually, I mean these times that you now 
refer to. 

Mr. Marrin. I attended. 

Mr. Jonas. Sir? 

Mr. Martin. I attended. 

Mr. Jonas. In what capacity? What was vour title / 

Mr. Martin. As assistant Arkansas-Missouri representative of the 
Southwestern Power Administration, primarily working in the State 
of + gy in 

Mr. Jonas. I hate to digress, but what were your duities? You 
said it didn’ t involve selling power, What generally were the duties 
of the assistant representative in this territory involved ? 

Mr. Martin. I was contacting cooperatives and munic ipalities on 
the basis of their load growth, made load- growth studies in this area 
as to working out the actual and possible power-load needs. 

Also the questions that might be raised by the co-ops or the munici- 
palities on the operations of the contracts that they had would be 
referred to me to go over and try to answer them. 

Mr. Jonas. You say vou were an assistant. Who was your prin- 
cipal ? 

Mr. Martin. The Arkansas-Missouri representative, Mr. Earl 
Berry, of Little Rock, Ark. 

Mr. Jonas. Was he present at these conferences at which you say 
these instructions were given ? 

Mr. Martin. Yes, sir. 

Mr. Jonas. Were all of the administrative officials out in the field 
called into Tulsa when these instructions were given ? 

Mr. Martin. Yes, sir: we went in once a month on a regular sched- 
ule, usually the first Tuesday in each month. 

Mr. Jonas. So you made careful studies of the load growth possi- 
bilities and requirements of the customers of SPA in this area? 

Mr. Martin. That was one of my jobs. 

Mr. Jonas. At that time what would you say the total requirements, 
or the total extra power over and above the contracts that the cus- 
tomers in your area would like to have had, or were seeking to obtain, 
were? Do you have any tabulation on that? 

Mr. Martin. No, sir; I have none of those records. 

Mr. Jonas. You don’t know how much would be involved ? 

Mr. Martin. No, sir; I have no records of that kind. 
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Mr. Jonas. Do you know if there was enough power available i 
the pool to supply all of those needs ? 

Mr. Martin. If the transmission facilities had been in existence at 
that time 

Mr. Jonas. They weren’t in existence, they were put to sleep, so to 
speak, as Mr. Karns says, and they were not in action. 

Therefore, was the power available to supply the needs of all of 
the customers who were seeking additional energy ? 

Mr. Martin. I think not. because of these transmission facilities 
not being available. 

Mr. Jonas. Don’t you know it was not available ? 

Mr. Martin. That’s right. 

Mr. Jonas. As a matter of fact, the inst: _— capacity, the entire 

capac ity of Southwestern Power. generating capacity, is less than a 
half million kilowatts, isn’t it 7 

Mr. Martin. Yes, sir. 

Mr. Jonas. And the power was simply not available unless South 
western Power went out and bought it from some source and made it 
available to supply these needs, is that correct ‘ 

Mr. MARTIN. Or used some of the f Facilities in the area, either pri 
vate or public power for cooperative transmission lines. 

Mr. Jonas. If it had been supplied by Southwestern Power, Sout 
western Power would have had to buy it, or contract for it 

Mr. Martin. No, sir; there were some dams in operation at that 
time. If the transmission facilities, either through private utilities 
or co-ops or some of those facilities. could have been made available. 
there could have been some power transm itted in the area. 

Mr. Jonas. I may have misunderstood vou I thought vou said t! 
Southwestern Power had a total of 400-and-some emplovees. 

Mr. Martin. No, sir. At = time, : remember it there were 
340 to: 350 employees there att cu me. 

Mr. Jonas. Do you remember when that was 

Mr. Martin. Yes. It wasin. I be lieve, Ma 

Mr. Jonas. And it was cut down, you say to 902 

Mr. Martin. The task force as I recall reduced the total figure te 
80 people. 

Mr. Jonas. May I cee ® question and in answer, a question asked 
by Senator Hayden, chairman of the Senate Aj propriations Commit- 
tee, and the response by Mr. Dougla rs W right . Administrator of 
Southwestern Power at the hearings, | rks appropriations 
hearings for fi ‘al 1956. That for t 5 vear thi pecral July Si 

These hearings were held in the spring of 1955, and here is the 
question of Senator Hayden: 

I notice that thi 
ployees, which i 
Has this reduct 
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a Jonas. You said there were several hundred to be cut down to 
€ 

Mr. Martin. Yes, sir. 

Mr. Jonas. The question of Senator Hayden would indicate that 
the first cut was just down to 190 and then—— 

Mr. Martin. I think you are missing a year. 

Mr. Jonas. No; this is for next year. 

Mr. Martin. I know, but I am talking about in 1954. 

Mr. Cuuporr. He is talking about fiscal 1953. 

Mr. Martin. It was in February or March 1954 is the time I am 
talking about. 

Mr. Jonas. I understood you to say they were to get down to 90 
at that period that you were talking about. 

Mr. Martin. I didn’t know when. 

Mr. Jonas. This record shows they won’t get down to 90 until fiscal 
1956, the year we are now in. 

Mr. Cuuporr. That testimony was the conditions that existed in 
fiscal 1954, which ended June 30, 1955. Mr. Martin is talking about 
fiscal 19538, which ended June 30, 1954. Is that right, Mr. Martin? 

Mr. Martin. I am a little confused in fiscal years. 

Mr. Cuuporr. A fiscal year runs from July to June. 

Mr. Martin. As I remember as of March the Ist, 1954, the total num- 
ber of employees with SPA was approximately 350. 

Mr. Cuuporr. That would be fiscal 1953. 

Mr. Martin. Now then, the task force information, as I had re- 
ceived it was that the Southwestern Power Administration personnel 
would be cut to approximately 80 persons. There wasn’t any time 
limit. It just said you are cutting, and they started cutting immedi- 
ately. 

Mr. Jonas. You don’t know, then? 

Mr. Martin. No, sir. 

Mr. Jonas. I understood you to say they had carried through. 

Mr. Martrn. No, sir. When I left Southwestern Power on the 30th 
of April 1954, this is the first power meeting of any kind that I have 
attended since then. I know nothing about the—— 

Mr. Cuvuporr. You received an r. i. f. notice during fiscal 1953 ? 

Mr. Martin. Yes. 

Mr. Cuuporr. And Congressman Jonas is talking about fiscal 1954, 
after you had already left Government employment. 

Mr. Martin. Yes, sir. 

Mr. Jonas. May I say the only reason I mentioned it at all is to try 
and get the facts. 

Mr. Marttn. I am trying to give them, sir. 

Mr. Jonas. I had understood the witness to say that they made a 
reduction to 90 in fiscal 1954. 

Mr. Moss. Would the gentleman yield at that point ? 

Mr. Jonas. Yes. 

Mr. Moss. I think the witness, as I interpreted his statement, he 
didn’t indicate how many they had reduced, but rather had stated 
that a task-force report recommended reductions, and he at no time 
indicated whether or not the reductions had actually taken place. 

Mr. Martin. That was what I was trying to say, sir. 

Mr. Cuuporr. I guess you were one of the first to go, is that right? 
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Mr. Martin. Yes, sir; and I might say, sir, that I am not bringing 
this to the committee's attention because of any personal grudge or 
anything of that kind, because before I received my notice, I had 
been offered another position, and I was happy to move out. 

Mr. Cuuporr. We are not questioning whether they had the right 
to reduce the force. We are just trying to get the facts. 

Mr. Marrtn. Yes, sir. 

Mr. Cuvporr. Are there any other questions / 

Mr. Jonas. I have no more questions. 

Mr. Cuuporr. Any other questions, Mr. Moss ? 

Mr. Moss. I haven’t a question, but I would like to make this ob- 
servation. 

I have been trying to find some exact quotes, but the interpretation 
of policy as told us by the witness, I think, is in very close consonance 
with the speech or a discussion after a speech in Jefferson City, Mo., 
in February of 1954, where Assistant Secretary Aandahl made this 
statement, and I quote: 

The responsibility of the Department of Interior is to market the power that 
comes from Federal hydro plants, and when we have marketed that power, we 
have completed our responsibility. 

I think that is envisioning a different responsibility than was orig- 
inally intended by the Congress in establishing Southwestern Power 
Administration, and would indicate a basic change in policy. 

Mr. Cuvporr. Thank you, Mr. Martin. 

Mr. Martin. Am I excused from the subpena now ? 

Mr. Cuuporr. You are excused. 

Mr. Martin. I appreciate the opportunity of coming down. 


Mr. Cuuporr. Is Mayor Ochsner here, please ? 

When you come up, would you bring your city clerk along with you 
so we can hear from both of you at the same time? 

Mayor Ochsner, will you identify yourself for the reporter? 


STATEMENT OF R. W. OCHSNER, MAYOR, HERMANN, MO.; ACCOM- 
PANIED BY BERNIE CRAWFORD, CITY CLERK 


Mr. Ocnsner. Mr. Chairman, my name is R. W. Ochsner, from 
Hermann, Mo. I am mayor of the town. 

Our case is just a little bit different from what I have been hearing 
here, because we have only a distribution system down there, and what 
we have, so that we could make our distribution system operative, we 
owe to Douglas Wright and Southwestern Power Administration, and 
to the Appropriations Committee under Clarence Cannon. 

So I will just give you a brief summary of what had happened in 
our town. 

I became mayor in 1936 for the first time. 

Mr. Cuuporr. Have you been mayor since 1936? 

Mr. Ocusner. I have. 

Mr. Cuvporr. How many terms have you served ? 

Mr. Ocusner. All that time except 4 years: § terms. With the 
mayors it’s like those Congressmen, after you get them in you can’t 
get them out any more. 

Mr. Cuvporr. Mayor Ochsner, I would just like to say to you that 
I disagree with you. You can always get rid of a Congressman if he 
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doesn’t do a good job and you must be doing a pretty good job for the 
people of Hermann, Mo., if they reelected you each time your term 
expired. 

Mr. Ocusner. After I was mayor, several parties came to me and 
wanted the city to have their own municipal light and power the same 
as ithada municipal water system. 

At the time I wasn’t very much interested. We were served by the 
Gas Power Co. that is now the Missouri Power & Light Co. And they 
had a franchise which expired in 1945, so those boys got a contract or 
au ogee hise to serve the city until 1945. 

I said why interrupt it. So there was nothing done until 1945. 
Then it started again. 

The first thing that we did, that we had to do, is to make a survey. 
We got an engineering firm from St. Louis to make a survey and find 
out what it would cost to build the distribution system for Hermann 
that would serve and could serve all customers that are presently 
served by the Missouri Power & Light Co. 

After this survey was made, we found that it would cost us approxi- 
mately $75,000. We also had a survey made, and an appraisal made 
of what the Missouri Power & Light Co.’s system would be worth at 
the time. 

Mr. Cuuporr. I don’t like to interrupt you, Mayor Ochsner, but 1 
think it would be well to have in the record the population of Her- 
mann, Mo. 

Mr. Ocusner. Well, at that time about 2,500. 

Mr. Cuvporr. What is it today ? 

Mr. Ocusner. What it now? Oh, I would say approximately 3,000. 

Mr. Cuuporr. And how many meter users do you have? 

Mr. Ocusner. Oh, I would say around 800. 

Mr. Cuuporr. You can proceed now. 

Mr. Ocusner. I will get to that a little later. 

After that, after we had our survey made to know what it would 
cost us to build and we had our bonds issued—first we had an election, 
really three elections. 

The first one we had a majority, the second one a greater majority, 
and the third one, that was 2 to 1. That is what it took in order to get 
the bond issue over. And out of the town of 2,500 population, there 
were 1,209 votes. There were 865 yes and 344 no. 

We sold our bonds and then we ‘began to negotiate with the Missouri 
Power & Light Co. We called them in because our election read to 
buy or build a distribution system. 

That is what the people voted three times, to buy or build a distribu- 
tion system, 

And after we tried to negotiate with the Missouri Power & Light 
Co. at 3 or 4 meetings, and wanted them to make us an offer of what 
they would sell us their distribution system for and then sell us current 
at wholesale, we had several meetings. At one meeting, they said they 
couldn’t do that, they had to bring a man from New York. They 
had no right to make any such deals. 

When that time came, when that party from New York was sup- 
posed to be there, the excuse was, I think, his mother-in-law was sick. 
At least he didn’t show up. 
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Well, I said. can we negotiate, can we get together? They said no, 
it is something that will never happen. “We will, never sell our dis- 
tribution system, and we will never sell you current.’ 

Well, I said that the people had voted to buy or build a distribution 
system, so the only thing we could do was to build a system. We told 
them at the time, after we had our system that the private companies 
would have to sell us current. 

So the next thing we did, we called for bids, and we contracted 
with R. Dron Electric Co. in Illinois to build our distribution system. 

After we had our contract made with R. Dron, the Missouri Power 
& Light Co. sued the city of Hermann for illegal operations, and 
that we had no right to build a distribution system. They took us 
to court, and naturally in the cireuit court they lost the case, took it 
to the court of appeals, or the Supreme Court. I don’t know which, 
and at least they recalled the charges just about at the time the court 
was supposed to make the decision. 

But at the same time it cost the city of Hermann between four and 
tive thousand dollars to get this lawsuit defended. 

Our system was completed in 1948, and after our system was com 
pleted, we again tried to see if we couldn’t buy any current from them, 
and they again refused, told us again that it would never happen. 

So around 1949 the vice president or president of Missouri Power 
& Light Co. came to me and asked whether we wouldn't sell them our 
distribution system. 

I told them well, as far as I was concerned, I am only one, but | 
believe in majority rule, and in this case it t: ikes two- thirds, because it 
took two-thirds to put it there, and if two-thirds of the people are in 
favor of selling their distribution system, I said I would get out of 
the fight. 

“T will say we are done. the people don’t want it.” 

After this election, instead of getting two-thirds, they didn’t even 
get half, and at that election between eight and nine hundred people 
voted, and at that time we began to hear about Government power, 
or SPA and through SPA and through the appropriation of the Fed- 
eral Government, we have got a line, or did get a line built to Her- 
mann, Mo. 

In fact, the line was built from the steam plant to a little town 
which I figure is about 15 miles, and from there to Hermann it is 13 
miles. 

That is an SPA line that they built to the town. And our first cur- 
rent that we got from the Government was, I think, in Sace 1953. 

At that time we got an amended contract because we didn’t know 
how much kilowatts we were going to use. They were very fair with 
us and amended the contract until such time as _ had hooked up to 
enough customers to 250 and then promised us that we could raise it 
to 550. which was our origina] contract. 

And here some time ago in 1954 we first started to want to get the 
550 or we would even take up to 750 if we could get it. 

Now, in June 1955 we got another amended contract for 350, but 
were also advised that in case we would need the 550, that they would 
give it to us, but that would be the limit. 

If we needed any more, that we had to get it from some other source. 

According to our last survey. we have at the present time at least 
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half or more of the customers in Hermann, and since we have our street 
lights, our water pumping, our ball park, I know that we have more 
than half the power that is needed. So if we could get a contract for 
750, that would be enough to serve our town for some time. 

And without the ability of getting an adequate amount of power, 
the municipal system is unable to go ahead and take over the service 
for the whole municipality, which was voted by such an overwhelming 
majority. 

That is about all I have to say. We are not too bad off, although we 
don’t get the power that we need to serve the whole town. 

Mr. Cuuporr. You say you are only getting enough power now for 
one-half the town, is that it ? 

Mr. Ocusner. We have fully half the town. yes, besides the street 
lighting and water pumping. 

Mr. Cuuporr. Does your city clerk want to make any kind of a 
statement ? 

Mr. Crawrorp. No, sir; I don’t believe so at this time. I don’t 
remember the mayor stating that Missouri Power & Light Co. is still 
operating there in town. We have two systems. 

Mr. Cuuporr. You operate the same way as the other town operated 
that was here yesterday ? 

Mr. Crawrorp. Down in Poplar Bluff, I believe, yes. 

Mr. Cuuporr. You lose a few and pick up a few every month, the 
way they do? 

Mr. Crawrorp. Well, something like that. 

Mr. Cuuporr. I just want to ask the mayor one question. Is being 
mavor of Hermann, Mo., a full-time job ? 

Mr. Ocusner. No. 

Mr. Cuuporr. How much are you getting for being mayor ? 

Mr. Ocusner. Well, it pays about $300, and the rest is in h-e- 
double-l. 

Mr. Cuuporr. I want to say this to you. I want to congratulate 
you. I think you are doing a grand job for your community, and I 
can see now why the people have sent you back into the mayor’s office 
almost continuously since 1936. 

Mr. Ocusner. The last couple of times they sent me back with a 
bigger majority than they ever did, when I first started out. 

Mr. Cuuporr. I feel you are to be congratulated on the fine job you 
are doing for your community, and we are very happy to have you 
here with us today, because we are very anxious to hear exactly the 
problems of the many small towns over the Nation. 

We are a thousand miles away from you in Washington. The people 
who live in the small communities think we don’t have any interest 
in them, but we really do, and I think again you deserve a lot of credit 
for the wonderful work you are doing. 

Do you have any questions, Mr. Moss? 

Mr. Moss. Yes. I would just like to get a few things straight in 
my own mind. The Missouri Power franchise expired in 1945. 

Mr. Ocusner. That’s right. 

Mr. Moss. Was it renewed at that time? 

Mr. Ocusner. That’s right. 

Mr. Moss. How much longer does it have to run ? 

Mr. Ocusner. We have no franchise, no contract, no promise or 
anything. 
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Mr. Moss. They have no franchise? 

Mr. Ocusner. No. 

Mr. Moss. How do you permit them to operate without a franchise ? 

Mr. Ocusner. I think about the only way, the way I found, that the 
public service commission lets them operate because we have not got 
the full amount of power to serve the city. 

Mr. Moss. So they have been able to thwart the will of the people 
of Hermann? 

Mr. Ocusner. Oh, yes. 

Mr. Moss. Now, you had originally a contract for 250 kilowatts 
with the Southwestern Power? 

Mr. Ocusner. That’s right, that was just an amended contract. 

Mr. Moss. You wanted one for 550. 

Mr. Ocusner. We had one. The original contract is for 550. The 
original contract we made in 1951 with the Southwestern Power 
Administration is for 550 kilowatts. 

Mr. Moss. That is maximum ? 

Mr. Ocusner. Yes. 

Mr. Moss. Well, now let me understand this. You said in June of 
1953 you received the contract for 250, which would permit you to 
expand to 550. 

Mr, Ocusner. That’s right. 

Mr. Moss. But in 1954 you wanted to take the 500 or 750, if possible, 
and you were given 350. 

Mr. Ocusner. We were given 350 in June 1955. 

Mr. Moss, June 1955? 

Mr. Ocusner. Yes. 

Mr. Moss. Where do you stand now, with the 350! 

Mr. Ocusner. 350, yes. 

Mr. Moss. Have you been told that you cannot have any additional ? 

Mr. OcusneEr. No. They told us at the time when it was necessary 
that they would see to it that they would give us up to 550, but above 
that we would have to go somewhere else. 

Mr. Moss. But they haven’t given you the 500? 

Mr. Ocusner. No. 

Mr. Moss. Is there a reason why they have not given you the 550? 

Mr. Ocusner. It says “This: amendment shall not become effective 
nor have any force and effect unless and until it is approved by the 
Secretary of the Interior.” 

We have never heard from the Secretary of the Interior, but I wrote 
to Douglas Wright and he wrote me that the Secretary of Interior 
approves the 350. 

Mr. Moss. You have the request before them for the additional 200, 
over what you are now receiving. 

Mr. Ocusner. That’s right. 

Mr. Moss. And you have been trying to get it approved by the See- 
retary of the Interior for how long a period ¢ 

Mr. Ocusner. For the same period as the original contract, 20 
years. 

Mr. Moss. When did you first start to get it increased to 550? 

Mr. Ocusner. When we first wanted the 550? 

Mr. Moss. Yes. 

Mr. Ocusner. In March 1954, I think. 
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Mr. Moss. Have you directly contaeted the Secretary of the In- 
terior ¢ 

Mr. Ocusner. I have not. I have always worked through the De- 
partment of the Interior and Douglas Wright. 

Mr. Moss. Have you contacted the Department, or only through 
Southwestern Power ? 

Mr. Ocusner. Only through Southwestern Power. 

Mr. Moss. And they tell you that they have not been able to get 
the approval of the Secretary for the additional power ? 

Mr. Ocusner. No. 

Mr. Moss. It is the lack of approval, rather than the lack of avail- 
able power, which seems to be the stumbling block. 

Mr, Ocusner. They have never told us that it wasn’t available up 
to 550, at least not me. 

Mr. Moss. I hope that we will hear soon that the Secretary has now 
had this brought to his attention that perhaps we can get that done. 

Mr. Cuvuporr. That is another job for Mr. Bennett. 

Mr. Moss. That is all the questions I have. 

Mr. mags Mr. Jonas / 

Mr. Jonas. I didn’t understand you to testify quite that way at 
first, Mr. Mayor. Didn’t you say that you had received very fine co- 
operation from the Southwestern Power Administration, and that they 
kept telling you that when vou actually needed the extra power, they 
would make it available up to 550? 

Mr. Ocusner. That’s right. That is what I said. I said that he 
said that at that time if it would be necessary for over 350, which we 
do right at present, they would see to it that we would get up to 550. 

Mr. Jonas. It is not necessary, or it wasn’t, in June, to go above 
the 350, but in June, that is June of this year, he told you that if it be- 
came necessary—— 

Mr. Ocusner. That was in June or July 1955. 

Mr. Jonas. That’s right, this last June he told you if it became 
necessary you could count on getting up to the 550, 

Mr. Ocusner. It is really necessary that we have 750, so we can go 
ahead and take care of the town, that is what is really necessary. 

Mr. Jonas. What you want to do is get rid of the private utility 
that is operating in about half the town; is that correct ? 

Mr. Ocusner. I think the people have to. That is the way they 
voted. 

Mr. Jonas. TI am not arguing that with you, sir, but you are not 
quite in the same fix that one of the munic ipalities was we heard about 
yesterday that they don’t have any power at all. You are being ade- 
quately supplied with power now, half of it from the Government and 
about half from the private utility; is that correct ? 

Mr. Crawrorp. That’s right. We don’t receive any current from 
the private utility, not in our distribution system. 

Mr. Jonas. I am not talking about you, I am talking about the 
people of the city. 

Mr. Crawrorp. That’s right. 

Mr. Jonas. About half of them are served by the private utility; is 
that correct ? 

Mr. Crawrorp. Yes, sir. 

Mr. Ocusner. Yes. 
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Mr. Jonas. And you serve the other half by your own system ? 

Mr. Ocusner. That’s right. 

Mr. Jonas. Is there any difference in the rates that the people in 
the city pay ? 

Mr. Ocusner. Yes. We have got the same rates the public service 
commission gives to a private user, and it is cheaper in a business. 
Of course, they haven't got their last raise, 10 percent. Our demand 
charge is lower. 

Mr. Jonas. Your demand charge is lower than— 

Mr. Ocusner. On the business rates: yes. 

Mr. Jonas. But on residential rates / 

Mr. Ocusner. Our rates should be about the same because we oper 
ate on the public service commission rates. 

Mr. Jonas. You mean the Public Service Commission of Missouri / 

Mr. Ocusner. That’s right. 

Mr. Jonas. Fixes the rate that you can charge and also fixes the rate 
that the private utilities charge ? 

Mr. Ocusner. I don’t think so as far as that goes. We have got in 
our contract, the Government tells us if you charge any more than a 
certain amount, they would have a right to stop our current. 

I don’t know whether it has to agree with the public service com- 
mission or not,though. We have notrouble there. 

Mr. Cuvporr. I understand the municipalities set their own rates by 
the city council. 

Mr. Jonas. I thought that, too, but I understand him to say that 
they were about the same because the public service commission fixed 
them. 

Mr. Ocusner. You have to have something for a guide. 

Mr. Jonas. I am not quarreling with vou, sir. That is all. 

Mr. Cnuporr. Mr. Moss / 

Mr. Moss. Again, so that the record is completely clear on this, you 
do now have the need for the 550 kilowatts, and you have requested 
Southwestern to make it available to you now. 

Mr. Ocusner. That’s right, but if we should get any increase in 
business to amount to anything, we need at least 500. 

Mr. Moss. And you can’t seek that increased business until you 
have it. 

Mr. Ocusner. Not too much of it any more; no. 

Mr. Moss. You know I have heard a great deal— 

Mr. Ocusner. We don't want to hear if we go over our demand 
charge that we are going to be cut off altogether. 

Mr. Moss. I have heard a great deal in the last few years about the 
desire of the Administration to see local government have a maximum 
of local government, a maximum of determination at the local level. 
without any interference by the Federal Government, but it would 
appear now that Missouri Power is operating in your city because of 
the probable reluctance of the Federal Government to make powe1 
available to you so that you can compete and get them moved out, in 
view of the fact that they have no franchise from you. 

I am rather surprised that they can operate without a franchise. 

Mr. JONAS. y ou sort of like for your people To h: ive lights and powe r. 
don’t you, and that is the reason you let them operate. You could 
throw them out: couldn't you / 
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a nnn Not as long as we had to guarantee the people 
rent. 

Mr. Moss. Not as long as they seem to have solid acquiescence in 
their continued invasion of your community by the Federal Govern- 
ment in not making available the power you want. 

Mr. Ocusner. That’s right. 

Mr. Austin. I have some questions, Mr. Chairman. 

Mr. Cuuporr. Mr. Austin. 

Mr. Austin. Do I understand that your possible power sources 
are either SPA or the Missouri Power & Light Co.? Do you have 
any others? Do you have any generation ? 

Mr. Ocusner. No. 

Mr. Austin. Is there any other power supplier close to you ? 

Mr. Ocusner. Not that we can get ahold of. We can get served 
by the Central Electric, because that is co-op, but they cannot furnish 
a town that is over 1,500 population. 

Mr. Austin. I think that would be a matter of interpretation. 
Whether they could do it wholesale or not, I don’t know. 

In any event, you are not asking them to serve your town as 
members, but what I wanted to get at is this. The Missouri Power 
& Light told you some time ago that they would never sell you power 
wholesale or retail or any other way. 

Mr. Ocusner. That’s right. 

Mr. Austin. Have they still maintained that? Do they still say 
that ? 

Mr. Ocnsner. There wasn’t any use even asking them, because 
they wouldn’t. We would like to get power from Missouri Power 
& Light Co. and, say, in case we have a failure and could do the 
same thing to them, but they wouldn’t cooperate or negotiate that 
way. 

Mr. Austin. The SPA, I gather, told you above 550 you have got 
to go some place else. 

Mr. Ocusner. That’s right. 

Mr. Austin. Where are you going ? 

Mr. Ocusner. You can’t go anywhere. You are not allowed to 
get that much business. : 

Mr. Austin. You are pretty well bottled down to a small size, 
aren’t you? 

Mr. Ocusner. That’s right. é 5 

Mr. Austin. A moment ago you mentioned—I believe I wrote it 
down correctly—that in your little town the Missouri Power & Light 
Co. customers “haven’t got the last raise of 10 percent.” 

Now, do you mean that the power company is raising their rates 
to its customers in Hermann ? 

Mr. Ocusner. Well, I wouldn’t answer that for sure, because I 
wouldn’t know. but the Public Service Commission allowed them that 
raise. Now, whether they are using it or not, I don’t know. 

Mr. Acstrn. Have they raised it in the other communities that are 
served by Missouri Power ? 

Mr. Ocusner. That is something I don’t know, either. 

Mr. Austin. You brought it up. I don’t know the first thing about 
it, but I am trying to understand what you told us, Mayor Ochsner. 
What would you say about their raising the rates 10 percent? 

Mr. Ocusner. As much as I know, they had a 10 percent raise and 
that they put on business only. 
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Mr. Austin. Oh, on business only ? 

Mr. Ocusner. I don’t think that the private customers have had 
any raise. 

Mr. Austin. You mean the homes? 

Mr. Ocusner. Yes, the homes. 

Mr. Austin. Did they raise the business rates in town 10 percent ! 

Mr. Ocusner. Yes. 

Mr. Austin. You said that they haven’t got the last raise of 10 
percent. You meant that the homes didn’t have it? 

Mr. Ocusner. No, the homes didn’t have a raise. 

Mr. Austin. But they did raise the businesses ? 

Mr. Ocusner. According to the rates that those boys pay us after 
they switch over, they even have more than a 10 percent raise. 

Mr. Austin. Could I ask Mr. Crawford if he could tell us a little 
more about that. Was there a raise of the MPL, uniform in your 
town of Hermann and in other communities that it serves in the area? 

Mr. Crawrorp. Well, I am afraid I don’t know much more than 
what the mayor has told you on that. I heard that PSC had granted 
them permission to raise their rates approximately 10 percent, but 
. don’t know whether it has been carried through there or in surround- 
ing towns or not. 

Mr. Austin. Thank you. 

Mr. Ciruporr. I just want to ask you one question. It hasn’t very 
much to do with the power. 

You told us that being the mayor of Hermann was not a full-time 
job and that you got $300 a year. What is your occupation? 

Mr. Ocusner. I used to be an international dealer for 30 years. 

Mr. Cuvuporr. You say used to be. What do you do now? 

Mr. Ocusner. I quit in 1949. 

Mr. Cuuporr. Are you retired? 

Mr. Ocusner. Partly. 

Mr. Cuvuporr. You spend full time then devoting yourself to the 
city of Hermann? 

Mr. Ocusner. That’s right. 

Mr. Cuvporr. Thank you. 

I think at this time we will take a 10-minute recess. 

(Short recess. ) 

Mr. Cuuporr. Is Mr. Julius Helm m the room. from Missouri State 
Electric Grange ? 

Mr. Helm, will you come up and bring your associates wate you. 
Sup pose vou bring 2 up besides yourse lf, and leave the other 4 sit in 
the first row, Mr. Helm. 

1 would like for you to introduce the various witnesses that you 
have with you, and I would like the subcommittee to defer any ques- 
tions until all of the witnesses have made their statements. 


STATEMENT OF JULIUS HELM, EXECUTIVE MANAGER, MISSOURI 
STATE RURAL ELECTRIFICATION ASSOCIATION, JEFFERSON 


CITY, MO. 


Mr. Heim. Mr. Chairman, my name is Julius Helm, executive man- 
ager of the Missouri State Rural Electrification Association, with 
headquarters at Jefferson City. 


71597—56——27 
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We have 6 witnesses, only 3 of whom are going to make prepared 
statements. The other three primarily are here for the interrogation, 
in case a question is specifically directed to them. 

I am not going to make a statement myself, except at the close of 
the hearing, and may not make it then, depending on the time. ‘The 
six people we have, 1 think it would expedite matters if we would let 
each of the gentlemen give his own name, position and address, instead 
of my introducing them, if that is satisfactory, Mr. Chairman. The 
first witness will be Mr. Green, and I will let him take it from here. 


STATEMENT OF TRUMAN GREEN, MANAGER, CENTRAL ELECTRIC 
POWER COOPERATIVE, JEFFERSON CITY, MO. 


Mr. Green. I am Truman Green, manager of Central Electric 
Power Cooperative, Jefferson City. 

Realizing the time is short, I would like to make a short statement 
on the point that I think the committee might be interested in. 

We are one of the G. and T.’s who have contracts, lease-operating 
power contracts with SPA, and have had since 1950. 

After 1950 the construction program of these G. and T.’s was started 
and built in accordance with the plans and under the SPA contracts 
as approved. Our cooperative transmission system, for one, was prac- 
tieadie completed, and the lines were taken over by SPA under the 
lease agreement by SPA on June 5, 1953, at which time we oper- 
ated under the regular continuing fund as was approved that year by 
the Congress and experienced no difficulty whatever. 

In fact, everything ore as it should. The following year the 
appropriation was made by Congress with an annual limitation on 
the continuing fund of $200,000, with a statement of the House man- 
agers in the conference report limiting the use of these funds for 
only the purchase of power and payments for wheeling, and prevented 
the use of them to implement our existing contracts with SPA 

These new arrangements were called interim agreements. Now that 
was in July of 1953, and we have been in interim agreements with 
SPA from that time until the Congress this year appropriated $6 
million to the continuing fund to put our contract back into effect. 

As of today our contracts with SPA are in effect. 

Now, there are only 1 or 2 things I would like to mention that it 
seemed should have been done that were not done, and that was back 
when we had the appropriation made for the year 1953-54. 

The Department of the Interior apparently did not make a budget 
request in the President’s budget for the continuing fund at all or 
for any fund whatever to operate our contracts. 

We thought that that was a little improper because the contracts 
were there, they were effective, they existed. The funds should have 
been requested of Congress. 

We think the Department of Interior should have requested those 
funds. However, they dropped them and did not put them in the 
budget request whatever. 

We asked, of course, Assistant Secretary Aandahl about that, and 
he said that they had eliminated them from the budget request, and 
from the continuing fund. He said that if funds were to be approved 
by Congress, we would have to request them on our own, which we did 
as best we could. 
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Another thing that has disturbed us greatly is the fact that at that 
time the tendenc y was to change the sale of all our power from South- 
western Federal projects from firm power to the sale of peaking power 
only. 

As you all know, our cooperatives, and most all the municipals, 
too, so far as I know, require firm power rather than peaking power 
with a few kilowatts-hours a month. 

We were quite disturbed about that because we had completed our 
systems. They were all built to be integrated and operated in coopera- 
tion with SPA. Operated as if the G. and T. systems andSPA were one 
unit. Some of us in this G. and T. program built plants slightly too 
small to serve completely our individual systems. Others built their 
generating plants too big for their immediate system needs. 

But as a unit they were all engineered to be built and run as a unit 
in the most economical fashion. 

So during that interim period, of course, we were directed to try 
to work out other contracts with other power suppliers in the area 
All the G. and T.’s I think did this the same as we did. 

We worked with the companies in our area. We worked on several 
different types of wheeling arrangements and plans of that nature. 
The ultimate result of our negotiations after meeting for about 7 or 8 
months was that we just could find a plan that would effect the econ- 
omies that we had had under the old contract with SPA. 

So it was obvious to us that the old contracts as written providing 
integration with SPA was the only economical way of operating, so 
consequently we could not accept another proposal that would do 
otherwise. 

Now, one reason for not having a reasonable way of working out 
other arrangements with the other power suppliers in the area was 
the fact that we had exactly the same type of power in surplus that 
they had. 

We both had steam power, offpeak steam power which neither one 
of us wanted from the other, particularly. Due to the fact that SPA 
was a hydro system our operations with SPA was of a different char- 
acter. 

We had what SPA wanted—namely, steam power, and SPA had 
what we wanted—namely, hydro capacity, which was a very compat- 
ible arrangement, that is the mixing of hydro and steam power which 

resulted in our most economic method of operation. 

So now during the time that the continuing fund was disallowed. 
or at least not used in 1953, opponents to the G. and T.-SPA contracts 
“hung their hats” on several objections to the contracts as they existed 
then. One of them was that the oven had an option to purchase 
our lines after 40 years. 

Another one is they didn’t like the Government and its personnel 
operating and maintaining lines owned by the G. and T.’s; another 
objection or change that we wanted and were interested in very 
definitely, and I am sure Congress wanted it, too, was an offsetting of 
accounts so that we could simply, every month, have a settlement on nef 
balances between SPA and the cooperatives 

Well apparently the congressional appropriations considered those 
things and they did write those in the report of both the House and 
the Senate, and also the conference report bore out a couple of those 
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items for clarification and directed us and Interior to amend our 
contracts to consider those things that they suggested as changes. 

We immediately met with SPA and the Department of Interior 
toward that end. These negotiations are going on now. 

We are taking this position, and we think rightly so: That we def- 
initely want to do exactly what Congress said in amending those 
contracts to the very letter, and we are hoping that the Department 
of the Interior wishes to do so also. 

So far there have been a few things outside of those items suggested 
for amendment that have been brought by SPA but we feel that those 
basic items must be adhered to above all, so our plan of amending the 
contracts, will follow the directions of Congress very closely and we 
are Just now in the process of doing that. 

We have not concluded our negotiations with SPA. We hope to 
in the next few weeks. I think that is all that I have right now. 

Mr. Cuuporr. Mr. Austin? 

Mr. Austin. Shall we question them now ? 

Mr. Cuuporr. I think we had better let you complete all your wit- 
nesses before you start any questioning. 

Mr. Heim. Mr. Chairman, our next witness is Mr. F. A. Martz. 


STATEMENT OF F. A. MARTZ, MANAGER, N. W. ELECTRIC POWER 
COOPERATIVE, CAMERON, MO. 


Mr. Marrz. Mr. Chairman and members of the committee, my name 
is F. A. Martz. I am manager of the N. W. Electric Power Cooper- 
ative, located at Cameron, Mo. 

I want to speak to the point only of the present status of our 
amendatory agreements. I would like to outline in detail the four 
points that the Congress has directed the Department of the Interior 
to do. 

The directives of this Congress are found in House Report No. 
747, Senate Committee Report No. 700, and Conferees Report No. 
1085, 84th Congress, 1st session. 

Congress has directed the Department of the Interior, No. 1, to 
delete any provision providing for the option of the Government to 
purchase the G. and T. transmission lines. 

No. 2, that the G. and T. cooperatives operate and maintain its 
transmission lines under lease to the Government. 

No. 3, that the Government and the G. and T. cooperatives settle 
accounts on the basis of net balances. 

No. 4, that power and energy will be delivered to the load centers 
of the G. and T. cooperatives’ contracting systems if practical at the 
basic Government rate. 

It was also a directive or recommendation of both the Senate and 
the House that these contracts be put back into operation immediately 
upon the signature of the appropriation bill by the President. 

To the best of my knowledge, all parties concurred in this and imme- 
diately following the President’s approval, the old contracts were put 
back into force and effect with the understanding that a letter of 
agreement would be necessary, and that this letter of agreement 
should be drafted at the earliest possible date, and the meeting place 
was selected as Tulsa, Okla. 
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I am speaking primarily of N. W. in all these instances, although 
N. W.’s situation is very similar to all the other generating coopera- 
tives. 

In some instances we are different, but I will not point out those 
differences at this time, so I am speaking primarily of N. W.’s 
interests. 

Immediately following this meeting with the Under Secretary, Gov- 
ernor Aandahl, we met with the SPA representatives in Tulsa, Okla., 
and drafted a letter of agreement under date of July 26. This 
letter of agreement was an agreement whereby we would reactivate 
the lease contracts and the power contracts in conformity with the 
directives of the Congress. 

This letter was readily agreed to, and the letters were signed and 
delivered to the Department of the Interior, which has now approved 
them, and I believe they are now waiting for the approval of the Ad- 
ministrator of REA necessary to make them official. 

So that letter put our old contracts back into force and effect with 
the 4mendments to be worked out that were necessary in order to com- 
ply with the directives of Congress. 

I would like to say at this time that since that time we have had 
two meetings with representatives of SPA in which tentative drafts 
of amendments to the lease contract and tentative drafts of the amend- 
ments to power contract have been submitted to this cooperative for 
review. 

I also wish to point out to the committee that these broposed amenda- 
tory drafts contain in part items 1, 2, and 3 that I have jvst mentioned, 
but item 4, which concerns us only because it was not incovvorated in 
our original contracts, the directive saying that power and energy will 
be delivered to the load centers of the cooperatives’ contracting sys- 
tems, if practical at the basic Government rate, has been completely 
ignored. 

We have been told that it is not the intention to make power avail- 
able to us at our contracting systems or our load centers at the same 
rate as the other cooperatives have, and as near as I know at this time, 
and I am in hopes that further negotiations may change that situation 
some, as near as I can determine at this time, there is no indication 
on the part of the Department of the Interior to comply with the 
fourth directive. 

However, I also wish to point out to this committee that it was our 
understanding that following the directives of Congress that the same 
economic benefit that had been given the cooperatives under this inte 
grating agreement—we like to think of it as a partnership arrange- 
ment—would be kept intact. 

This is not so under the present drafts that have been submitted 
tous. As I have said before, items 1, 2, and 3 have been covered to 
a certain extent, but in addition to those items they have drastically 
changed the general intent of the old contracts. 

I do not mean to tell you that this is a final draft by any means, 
because we are only now engaging in a period of negotiations. It is 
my hope that somewhere in between the cooperatives’ version of the 
directives and Department of the Interior’s attitude in this matter, we 
will find a common meeting ground. 
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However, at this time it is a little too early to draw any conclusions 
as to whether or not we will be able to reach a satisfactory agreement 
on these points that I have outlined. 

I think with that, Mr, Chairman, I will conclude my statement. 

Mr. Cuvuporr. Thank you. 

Who is your next witness ? 

Mr. Heim. Judge Elon Proffer. 


STATEMENT OF ELON PROFFER, CHAIRMAN, M. & A. ELECTRIC 
POWER COOPERATIVE, POPLAR BLUFF, MO.; ACCOMPANIED BY 
J. W. OWENS, JR., MANAGER 


Mr. Prorrer. Mr. Chairman and members of the committee, my 
name is Elon Proffer, Matthews, Mo. My occupation is a farmer. 

I have been interested in the program since the beginning, have 
added what little support and help I could. I am a member of my 
local distribution co-op, and one of our most perplexing problems has 
been a source of power. 

We in the distribution co-op first contacted a local utility company. 
They seemed to express no interest. We finally made a deal with the 
municipal plant in Sikeston, and went on with them for a few years 
until we just got too big for them. They told us that we would have 
to look somewhere else. 

We went back to the power company and got a contract with them, 
but it was not satisfactory for two reasons: First, we didn’t get an 
ample supply, and next the price was too high. 

Looking further, we joined with some 6 or 7 other distribution co-ops 
in the vicinity of southeast Missouri, and formed the M. & A. Electric 
Power Cooperative. I am chairman of the board of directors of 
M.& A. 

M. & A. is located with offices in Poplar Bluff, and if I may, I would 
like to read a prepared statement. 

The M. & A. Electric Power Cooperative, with offices in Poplar 
Bluff, Mo., is an electire generating and transmission cooperative, 
financed by the Rural FE lectrifics ation Administration, and owned by 
its seven-member rural electric distribution cooperatives located in 
southeast Missouri and northeast Arkansas. 

They are: 

1. Black River Electric Cooper ative, Ironton, Mo. 

2. Ozark Border Electric C ooperativ e, Poplar Bluff, Mo. 

3. Scott-New Madrid-Mississippi Electric Cooperative, Sikeston, 


4. Howell-Oregon Electric Cooperative, West Plains, Mo. 

5, Pemiscot-Dunklin Electric Cooperative, Hayti, Mo. 

6. Clay County Electric Cooperative, Corning, Ark. 

7. Craighead Electric Cooperative, Jonesboro, Ark. 

M.& A. presently provide electric power for some 30,000 rural con- 
sumers of the first 3 named electric distribution cooperativ es. It has 
not as yet been able to expand its facilities to serve the other member 
cooper atives. 

The M. & A. system consists of its Green Forest plant, a dual fuel 
(oil and gas) diesel generating plant located on old Highway 60 about 
4 miles west of Poplar Bluff, Mo., some 230 miles of 69,000-volt trans- 
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mission line, and 14 substations and 2 switching stations operating in 
13 southeast Missouri counties. The total capacity of our Green 
Forest plant is 9,404 kilowatts with a firm capacity of 7,053 kilowatts. 

The M. & A. transmission system is interconnected with the South- 
western Power Administration (SPA) at two points: at the M. & A. 
plant near Poplar Bluff and at the SPA substation at Doniphan, Mo. 
[Interconnections are on SPA’s 161,000-volt transmission line from 
Norfork Dam, Ark., to Idalia, Mo. Present contractual arrangement 
with SPA provides for the purchase of 6,000 kilowatts of SPA energy 
by M. & A, at the 2 operating delivery points. 

In meeting its power demands, M: & A. isc ompletely dependent on 
a reliable quantity of electric energy from SPA. The peak of electric 
load on the M. & A. system during July 1955 was 15,000 kilowatts. 
With a 9,404-kilowatt generating plant it can readily be seen that 
M. & A. must get hydropower from SPA if it is to meet its present 
loads. 

The most complex problem now faced by M. & A. is providing ade- 
quate capacity to meet the needs of its consumers on a continuing 
basis. We are entirely dependent on Federal agencies for the most 
part if this problem is to be met. We are dependent on REA for loan 
funds if the system is to be expanded to meet growing electric loads, 
or to handle all of the present load if SPA hydroelectric energy is in 
any way curtailed. We are dependent on SPA to furnish this hydro 
energy in the quantity and at a price we can afford to pay. The third 
alternative is the purchase of wholesale energy from private power 
companies. 

At present we neither have sufficient capacity at our generating 
plant to meet our total load requirements, nor are we able to purchase 
sufiicient power from SPA to meet these present requirements. Oper- 
ating thusly is satisfactory so Jong as SPA supplies additional power 
as M. & A.’s load grows from year to year. Our ability to meet our 
load demands is hence dependent entirely on the policy of the United 
States Department of the Interior, of which SPA is an agency. Any 
detrimental policy decisions by the Dey sbadtien nt of the Interior, any 
curtailment of available SPA energy, or any curtailment of hydro- 
electric generation of SPA could make M. & A.’s ability to meet its 
load requirements impossible to cope with. 

We wish to be frank in presenting the real picture of just what M. 
& A. has been faced with during the past several years in trying to 
solve its present and future electric load problems. 

First. A brief history of M. & A.’s efforts to solve its power require- 
ment problem follows. 

In 1948 M. & A. had power contracts with SPA totaling 32,500 kilo- 


watts with the necessary accompanying energy. These contracts were 
pre pared to meet the needs of seven me mbe r cooperatives of M. « 
for the generating and transmission system planned for their service 
area. 


‘The Rural Electrification Administration made an initial allotment 
of $2,900,000 of construction funds for a portion of the system which 
would serve 3 of the 7 member cooperatives. 

Since the original power contracts which M. & A. had with SPA 
would provide more power than necessary to supply these three co- 
oper atives, an agreement was reac hed to reduce the power r contracts 
to the amount of power requ ired to meet the needs of the initial System 
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to be constructed. This was done with no thought on the part of M. 
& A. or indication from SPA that power requirements for the ultimate 
system of M. & A. would not be forthcoming when required to meet 
our needs. 

In 1949 M. & A. made a preallotment study for the remainder of the 
G. and 'T. system necessary to serve the remaining member cooper- 
atives. We were unable to secure satisfactory power contracts from 
the Department of the Interior to serve these additional loads and 
REA did not allot the construction funds because M. & A. could not 
show a definite power supply for the loads. 

When the present power policy of the Department of the Interior 
came into existence the SPA requested M. & A. to join SPA in an 
effort to negotiate integration and interchange contracts with the pri- 
vate utilities in this area. These negotiations were started in June 
of 1953. 

The general principles involved were that SPA would provide hydro 
power for the integration which M. & A. would purchase and resell 
to the private companies. The private utilities would then provide to 
M. & A. all our power requirements above our own generation. The 
companies objected to this arrangement and were interested only in 
taking over our transmission facilities by lease-operation, which would 
eliminate M. & A.’s control of transmission facilities. 

M. & A. could not agree to such an arrangement. After several ses- 
sions SPA ceased to be a negotiating party but M. & A. has continued 
for 27 months to negotiate with the two private utility companies in 
the area in an attempt to reach a satisfactory agreement. To the 
present date M. & A. has not been able to reach a solution with the pri- 
vate utility companies which would provide a power cost to all our 
member cooperatives that would be lower than that which can ulti- 
mately be provided by M. & A. assuming that hydro power is made 
av ailable to M. & A. by the Department of the Interior at a reasonable 

rice based upon a fair and equitable distribution of costs involved 
in the hydro system. 

Second. Fortunately SPA has provided sufficient hydro power to 
help M. & A. meet our loads for the three member cooperatives to 
the present time, and for this we are thankful. It should be clearly 
understood that some of the power we are presently receiving is not 
under any contract with SPA and can be withdrawn at any time at 
the discretion of SPA. 

Yet we forsee possible grave problems because of the Department of 
the Interior policy. Consideration is being given to increasing the 
wholesale price of hydroelectric energy sold ‘to us by SPA. There 
seems to be a concerted drive within the Department of the Interior 
to increase charges for power produced by public power pr ojects | to 
an unreasonable amount. If the SPA energy charge is boosted to 7.5 
mills per kilowatt-hour as proposed by some- reportedly | even higher 
rates are being considered—then it exceeds by far the price at which 
M. & A. can generate it. This considered move on the part of the 
Depar eu of the Interior is an unfair adjustment. 

M. & A. feel that it is not warranted and recommends that it be 
thoroughly investigated by Congress. It is our opinion that ulterior 
motives rather than necessity govern this proposed excessive hike in 
energy charges. We request the Congress investigate this matter and 
see that cooperatives and municipalities are treated fairly. 
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Third. The Congress is considering legislation to remove natural 
gas producers from “under control of the Federal Power Commission. 
This M. & A. fears will result in unwarranted increases in the price of 
natural gas, which in turn will increase our generating costs. M. & A. 
is opposed to discontinuing this regulation. 

Fourth. It has been reported that some consideration has been given 
by the present administration to the sale of SPA transmission facili- 
ties now in operation. M. & A. opposes such sale but if such becomes 
the policy of the Department of the Interior, we request that coopera- 
tives and municipalities be given the privilege of purchasing such 
facilities. We request that the Congress make sure that the public 
interest is protected on this matter. 

In conclusion, M. & A.’s ability to serve the electric load require- 
ments of its thousands of rural consumers presents a challenging prob- 
lem. The fluctuating policies of the present administration, and par- 
ticularly the Department of the Interior, has thus far made it impossi- 
ble to solve these problems on a positive basis. M. & A. has not been 
able as yet to determine just whom among the Federal Government 
agencies it could depend on for what, when, and for how long. 

There is one absolute fact: Every cooperative or municipal gen- 
erating system is affected by a wide segment of the Federal Govern- 
ment, including REA, the Department of the Interior, and the Fed- 
eral Power Commission. During the past several years the general 
policies of most of these agencies as regards rural electric cooperative 
generating and transmission systems has been detrimental rather 
than helpful toward solving our problems. Regardless of the intent 
of the Congress, the policies of these agencies can and have caused us 
great problems. 

The M. & A. Electric Power Cooperative was established to solve an 
acute shortage and high-cost rural electric power oe in south- 
east Missouri and northeast Arkansas. Some of M. & A.’s electric 
distribution cooperative members were paying up as high as 18 mills 
per kilowatt-hour of wholesale energy and this energy was _being 
delivered to inefficient points for proper distribution to their rural 
consumers. The REA and SPA recognized this severe prob he ‘m and 
wholly endorsed the construction of the complete M. & A. generation 
and transmission system. SPA evidenced their support by the con 
struction of a 161,000-volt transmission line from Norfork Dam, Ark., 
through Doniphan, Mo., to Id: “ a, Mo., to supply power to this system. 

This transmission line has a capacity of approximately 75,000 kilo- 
watts and presently is far foie utilizing its total capacity. Unfor 
tunately the present administration’s policy has caused a marked de- 
crease in the enthusiastic support which formerly existed on the part 
of the Federal Government to assist M. & A. in providing adequate 
low- cost power to all of its men iber coop ere itives in southeast Missouri 
and northeast Arkansas. 

We of the M. & A. Electric Power Cooperative solicit extreme vigi- 
lane ‘e on the part of e ongress to see th at th 1e policies of those Federal 
agencies responsible for pub lic power and rural electrification are such 
that the best interests of the publi¢ are promoted and protected. 

I thank you. 


Mr. ( ‘HIUDOFF. Do you have any other speakers ¢ 
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FURTHER STATEMENT OF JULIUS HELM, EXECUTIVE MANAGER, 
MISSOURI STATE RURAL ELECTRIFICATION ASSOCIATION, JEF- 
FERSON CITY, MO.; ACCOMPANIED BY F. A. MARTZ, MANAGER, 
N. W. ELECTRIC POWER COOPERATIVE, CAMERON, MO.; TRUMAN 
GREEN, MANAGER, CENTRAL ELECTRIC POWER COOPERATIVE, 
JEFFERSON CITY, MO.; JAMES W. OWENS, GENERAL MANAGER, 
M. & A. ELECTRIC POWER COOPERATIVE, POPLAR BLUFF, MO.; 
AND ELON PROFFER, CHAIRMAN, M. & A. ELECTRIC POWER 
COOPERATIVE, POPLAR BLUFF, MO. 


Mr. Heim. I believe not now, Mr. Chairman. They may come in 
on the questioning period, if there is a question you would like to direct 
specifically to them. 

Mr. Cuuporr. Mr. Moss, do you have any questions you would like 
to ask the witnesses ? 

Mr. Moss. I have some questions of Mr. Martz. 

Is the apparent denial of delivery to you at basic rates because it is 
an impractical arrangement? Is that why you are denied your point 
4 in the criteria you read to the committee ? 

Mr. Marrz. No, it isn’t impractical. We have operated that sys- 
tem entirely by power furnished from the hydroelectric plants. So 
far as engineering is concerned, it is not impractical. 

Mr. Moss. Will vou interpret it as an attempt, then, or a deliberate 
disregard of the will of the Congress in this instance ? 

Mr. Marrz. I can only interpret it in that light. 

However, in all fairness I would like to outline to the committee 
that when we signed these contracts, the original contracts with the 
Southwestern Power Administration, we excluded our 69-kilovolt 
system as being too far north of the area in which they operated. 

Therefore, we did not lease-operate or lease the 69-kilovolt sys- 
tem—I am going to call it a transmission system—to SPA, such as 
the other cooperatives did. 

Now, some may say—and rightly so, possibly—that inasmuch as 
that was not included originally in the original contract, we should 
not now ask that it be included. 

However, through an arrangement or an agreement with the co- 
operatives it was felt that the cooperatives would support gladly, 
including the 69-kilovolt system of N. W. so that we would all be 
purchasing power at the same basic rate. 

Now, in order to do that—as I said, in order to be fair and impar 
tial—in order to do that it would mean that there would be a sligh 
increase in the cost of power to all preference customers if that por- 
tion of N. W.’s system is included. 

Does that answer vour question, sir? 

Mr. Moss. Yes. However, the report of the Congress says that this 
is one of the things that will be done. 

Mr. Martz. That’s correct, sir. 

Mr. Moss. And is it because of that language in the report that you 
are making your request ? 

Mr. Marrz. Will you repeat that question, please? 

Mr. Moss. The report of Congress says that this is one of the four 
things which may be done, which shall be done in the reactivation of 
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these contracts, and it is because of that language in the report that 
you are making the request at this time. 

Mr. Martz. That’s correct, sir. 

Mr. Moss. Now, you indicated that while the additional three items 
were met in part, they were not met entirely and that the extent to 
which they failed in meeting the criteria you interpreted as a change 
in basic policy in the type of contract being offered you now. 

Mr. Marrz. Yes, that would have to be my interpretation. 

Mr. Moss. You, I think, expressed the hope that there would be a 
change as negotiations progressed. Could you give us a summary of 
some of the items or provisions which you feel fi ail to meet completely 
the three points laid down by Congress ? 

Mr. Martz. They meet the first three. I think I probably should 
correct that statement by saying to the best of my knowledge they have 
been met in full, but in addition to that. other changes have been incor- 
porated into the amendment by the basic 1, 2, 3 items that I outlined, 
having been covered. 

They have gone on beyond that and incorporated other changes in 
the original contracts that were never intended or were never thought 
of at the time that they were drafted, and those changes would mate- 
rially reduce the economic benefits to the cooperative. 

Mr. Moss. As I recall the Congress directed that the contracts be 
rectivated with four changes. 

Mr. Martz. Yes, sir. 

Mr. Moss. Now, if they go beyond those changes, they are going 
beyond the intent of the Congress. 

The changes they propose in addition to the three, are they to your 
advantage ? 

Mr. Martz. They are definitely to our disadvantage. 

Mr. Moss. Could you give us, then, a summary of the character of 
some of these ? 

Mr. Martz. Yes, I can, in the lease contract—the power contract I 
just received, and I have not had an opportunity to fully review it. 

In the lease contract proposa] they have changed materi: lly the bene- 
fits under the lease option agreement by saying, proposing, that any 
additional power wheeled over that system of ours above our contract 
demand shall be paid for by the cooperative; that is, the cooperative 
shall pay the Government a wheeling charge. 

If they can’t supply our needs and we have to go outside to other 
sources, then to use our own system to deliver power we will pay the 
Government some blank mills per kilowatt-hour for the use of it. 

The second item, of course, is in No. 4, which they have completely 
ignored and have said that insmuch as it was not contained in the orig- 
inal contract, therefore it is not practical for them to do so now. 

And in asking what their interpretation of the word “practical” 
meant to them, I think the explanation as I remember it was to the 
effect that it was whatever they termed it to be. 

Mr. Moss. Mr. Chairman, I would like to suggest at that point, or 
request at that point, that the committee address a letter to Mr. Wright 
of Southwestern Power, and to the Assistant Secretary asking for a 
report on changes proposed which go beyond the clear instructions of 
the Congress, and also a report on their failure to deal with point 4, 
the delivery at basic rates if practicable. 

Can that be made available? 
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Mr. Cnuporr. I think we can request it. Of course, on September 26 
and 27 in Washington the Assistant Secretary of the Interior and any 
officials of any power administration who wish to appear will have 
the opportunity to be heard, and answer questions concerning that. 

Mr. Moss. I would like to forestall the possibility that they might 
be present and not informed on this, and therefore unable to give us 
testimony. 

A request now will be helpful. 

Mr. Cuuporr. I will ask the staff to get a letter off at the earliest 
pacticable moment. 

Mr. Jonas. Would you yield right there, before you go on? 

Mr. Moss. Yes. 

Mr. Jonas. While you do that, since you are writing the Depart- 
ment, don’t you think it would be a good idea to ask for an explanation 
of this 50,000 kilowatt plan that came out yesterday during Davidson’s 
testimony? I am anxious to see what the Administrator of the South- 
western Power Administration’s position is in explanation of that. 

Mr. Cuuporr. You mean the reason why 

Mr. Jonas. We have not gone into that. We should go into that at 
this hearing. They may not have this transcript by then. 

Mr. Cuuporr. I understand that they have someone here who is 
advising them daily as to exactly what is going on. That is the pur- 
pose of Mr. Bennett being here. 

Mr. Jonas. We might write a letter and tell him what came out 
yesterday that we want him to be prepared to answer questions on. 

Mr. Cuuporr. I can’t see why we shouldn’t make that request that 
they have that information available to us when we meet in Wash- 
ington. 

Mr. Moss. I wonder, as a result of your experience in operating 
during the period which has been referred to as a rest period for the 
contracts, whatever the condition was, rest or death or suspension; 
has there been any permanent ill effect, in your opinion, and if there 
has, could you give us a résumé of it? 

Mr. Martz. No, sir; I don’t believe that there has been, because we 
were fortunate in this respect. 

Our system was not completed and ready for full operation as soon 
as some of the others were, and as a result, we have only been in com- 
mercial operation for a period of about 1 year. 

And under our REA loan contracts, as you know, we had a 5-year 
moratorium so that our payments, our debt, our principal interest 
payment didn’t start until 5 years after the date of the open mortgage. 

And so far as being financially embarrassed, or being placed at a 
terrific disadvantage, we have been fortunate in that respect that we 
have not, because we have, through interim agreements, short-term 
agreements that have been mentioned here today in which we were paid 
wheeling for certain blocks of power being delivered over our system, 
have been able to meet our indebtedness as it came due. 

But we are faced with the situation now that should anything hap- 
pen and that these contracts are not continued in full force and effect, 
then the thing that you mentioned would happen, and happen almost 
immediately, because we will soon reach our full period of indebted- 
ness so that our payments to the Government would be at its maximum 
in about 1958. 
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Mr. Moss. I would like to ask that same question of Mr. Green and 
and perhaps Mr. Helm. 

Mr. Green. There, in the case of Central, we are somewhat more 
affected, possibly, because our system was in operation at the time 
of the putting to sleep of the contracts, and, too, our interest and amor- 
tization to REA on this loan started earlier. 

Actually the way we fared financially during this 2-year period of 
interim operation hasn’t re ally been finally dec ided yet 

We estimated that the interim arrangement as the contracts fin: ully 
develop will pay, we will come out to the extent that we will make our 
operating expenses plus about half of our average interest and amorti- 
zation for the 30- -year period. 

Mr. Moss. Would it be too difficult for you to prepare a memoran- 
dum on the effect and supply it to us? 

Mr. Green. No. 

Mr. Moss. I would ask, Mr. Chairman, that they include that as 
part of the record. I would like to ask the same question of Judge 
Proffer. 

Mr. Cuuporr. If there is no objection, that will be admitted in the 
record. 

(The information requested is as follows :) 


FINANCIAL EFFECT ON CENTRAL ELECTRIC POWER COOPERATIVE 


The financial effect on our cooperative of the interim operation while our basic 
contracts were deactivated is as follows: 
If on the lease contracts: 
1953-54—ceash to be received $14, 119. 2 
1954-55—cash to be received 252, 994. 93 


Total 


If on the interim contracts: 
1953-54—-cash to be expended 134, 444. 2 
1954-55—cash to be expended 75 


NiO Sa a i aa rE a he 263, 197. 28 


On a cash basis with our cooperative operating under the interim contracts, the 
actual loss would be a total of $530,311.47 in that the cash we would have received 
under the lease contracts was lost to the cooperative and an additional amount 
had to be expended. 

Mr. Heim. Congressman, would you let the manager of the M. & - 
answer that question ? 

Mr. Cuuporr. Would you please identify yourself for the reporter, 
before you answer the question 

Mr. Owens. My name is James W. Owens. I am the general man- 
ager of the M. & A. Electric Power Cooperative in Poplar Bluff, Mo. 

As I understand the question, it is how we fared during this interim 
period. I wish to make M. & A.’s position clear in that we are not 
involved in these partnership contracts. We do not have such a con- 
tract with SPA. 

Ours is a straight interchange on purchase of power, interconnection 
and interchange, so we have not fared in the same manner as North- 
west and Central, for that reason. 

Our problem is strictly one of not being able to secure an adequate 
supply of power to do the job that we started out to do, if that answers 
your question. 
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One of those companies has dropped completely out of the negoti- 
ations and is not interested any more. The other one is very much 
interested, and at the present time we have turned our attention to 
another company farther to the north, Union Electric Co., hoping 
that maybe something will be worked out there. 

Mr. Moss. Have you had any evidence that they might be easier 
to deal with, or is it just a matter of being hopeful ? 

Mr. Owens. Well, it has only been a few months since we have 
started talking with Union Electric, and they have turned it over to 
their planning section. It has been 2 months since we turned it over 
to them, and we have heard TEES from them. 

I wrote them a couple of weeks ago to see if they had come up with 
any answers, and I have not had a reply. 

Mr. Moss. I would like to comment, Judge Proffer, I am in com- 
plete agreement with your opinion in the statement you read that the 
action of the House on the natural gas legislation, if finally approved 
by the Senate, will undoubtedly bring about material increases. 

Mr. Prorrer. That is disturbing to us because it will increase our 
fuel costs. 

Mr. Moss. It is disturbing to me, and I think to a great many other 
peonle. That is all the questions I have at the moment. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. I would like to ask Mr. Martz is it true that the North- 
west built more facilities than you have need for at the present? I 
have read that in some of the testimony before the Senate committee. 

Mr. Martz. I would like to answer that by saying that we have 
more capacity in our system than is actually required today. 

Mr. Jonas. By how much? 

Mr. Martz. By about a fourth, a quarter, 25 percent. 

Mr. Jonas. I suppose you have made some studies s to indicate when 
vour load growth might grow to such an extent as to absorb that extra 
25 percent. 

Mr. Martz. We have, sir. 

Mr. Jonas. How long is that? 

Mr. Martz. It is 1964. 

Mr. Jonas. How much did this system cost you? 

Mr. Martz. The total system including requisitions, or acquisitions, 
I should say, totals approximately $25 million. 

Mr. Jonas. How much did you borrow from REA? 

Mr. Martz. The total amount, sir. 

Mr. Jonas. $25 million, does that include the steam generating sys- 
tem and heey ter pono ines an di: eve srythi ng? 

Mr. Marrz. That i and the $25 million also include 
the debt assumptions that we have taken. over the transmission system 
of our member cooperati who no longer operate transmissior 
systems. 

' We incorporated that into the 

The actual note. the morta 

ment through the REA Adn 

f it is through ac Se un gamelan Coen. 

Mr. Jos as. You say the note mortgage was signed by the United 
States Government? 

Mr. Martz. Yes: that is the Rural 
a branch of the Government. 
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Mr. Jonas. I thought NW borrowed the money. 

Mr. Marrz. We did. 

Mr. Jonas. Then you would have signed the note. 

Mr. Marrz. The note and mortgage is with the Government, sir. 
The lending agency is the Rural Electrific ‘ation Administration, if I 
get your question. 

Mr. Jonas. That’s right. The REA is the payee of the note, but 
who executed the note, and who is obligated to pay it ¢ 

Mr. Marrz. NW Electric Power Cooperativ e, 

Mr. Jonas. That is what I assumed, but I thought you said the 
Government signed the note. I misunderstood. 

Mr. Marrz. Lf I did, I misspoke. 

Mr. Jonas. Can you give us any figures to show—I suppose you do 
have them with you—the annual charges, amortization of principal 
and interest charges for the first 5 years. 

Mr. Marrz. Yes, sir; if you are interested, | would be very happy 
to read them to you. 

Mr. Jonas. I am interested for this reason, and if you have any 
other figures, you might bring them out on this. I would like to com- 
pare the amount of annual charges against the cooperative, that is the 
G. and T, Northwest, with the amount of income you are going to have, 
to see what kind of a rate you will have to charge to meet your fixed 
charges. 

I think if you have got 25 percent excess capacity in there, you are 
going to have to pay more money than you will have income. 

Mr. Marrz. I think, Congressman, the thing that you are getting 
at would be impossible for me to give you here, for this reason. 

You see, our system is divided into really three major sections. Our 
subtransmission system, which is the 69 and a part of the 154, is the 
system that was to be operated and maintained by NW. 

And then through this contractual arrangement with SPA where 
we were integrating our steam plant with theirs, that portion of it 
which was to be financed or to be paid for through this lease contract 
is another section of that system. 

Now, you cannot begin to incorporate the total overall cost of the 
system and base that against the present loads or the anticipated loads, 
our loads in 1964, because it was never contemplated that that portion 
of our system would be chargeable against the users of power north of 
the river, if I make myself clear. 

Mr. Jonas. Do you have the figures available that will show what 
your total income is annually 4 

Mr. Marrz. No; we have never been able to arrive at that, Congress- 
man, for the simple reason that in the interim period, we have only 
been in operation for a period of 1 year, during that interim period 
we have operated on a month to month, a 6-month basis, with varying 
payments coming in from the Department of Interior for leasing cer- 
tain portions of our system. 

At this time we have not been able and will not be able to determine 
the rates necessary until such a time as these contracts are amended 
and we actually know what the cost of power is going to be based on 
as to the total investment that we have got to retire. Now, that is the 
position we have been in. 

Mr. Jonas, Just for my information, is it a part of the contract, 
the one that was inactivated by reason of the action of Congress and 
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which you are now seeking to have reactivated, is that contract to 
obligate SPA as a consideration for the lease of your facilities to pay 
your charges to the Government, your excess char ges / 

Mr. Marrz. On the facilities that they lease. 

Mr. Jonas. In other words, the payment for the lease is not based 
on an estimate of what it is worth or the amount of power it can 
produce or the amount of power which could be transmitted over it, 
but is based solely on what you owe on it, is that correct / 

Mr. Marrz. No, sir; what it costs. You determine what you owe 
if youlike. It is what it costs. 

I think what you are getting at is subsidies. I would like to speak to 
that point before you ask me. 

This matter of subsidies. Congressman, depends entirely upon what 
you mean, and what the term implies. The Government is not paying 
N. W., nor has it ever paid N. W., nor was it ever contemplated that 
they would subsidize us. 

They were simply paying the actual cost of those properties in- 
tegrated into their overall system, not one penny more. 

Now, if a man contracts to buy a piece of property, and the fact is 
that the property doesn’t make the return to him that he figures it 
should, to me that is not a subsidy, because they are only paying our 
actual costs, and it would be entirely up to the Government to utilize 
them in the manner : which they figured they could. 

Mr. Jonas. Yes; but you would have to take into consideration 
the amount of lease payment in figuring the rate, wouldn’t you / 

Mr. Martz. Why certainly. 

Mr. Jonas. Will the current rate in the contract, you think, be suffi- 
cient to produce enough money for the Government to meet these 
carrying charges for Northwest, when you overbuilt to the extent of 
25 percent ¢ 

Mr. Marrz. Why, certainly. It hasn’t cost the Government a penny. 

It never has cost the Government a penny, nor was it ever contem 
plated it would cost the Government a penny, because the total cost 
of those facilities, including the Government’s hydroplants together 
with all of their integrated transmission system, is all set up in the 
rate. 

The people that pay for these overall systems and integrated systems 
pay for it entirely through the rate that the Governme nt est: ablishes 
that pays off in, say, 50, 60, 70 years, whatever period of time that they 
set for 8 repayment to be made. 

Mr. Jonas. Well, you know of course that since 1950 every yea 
SPA hen operated at a deficit. 

Mr. Martz. Sir, I am not too familiar with their operations. 
assume that that may be true. I don’t know. 

Mr. Jonas. How do you know that they are not losing money on 
your contract, then ” 

Mr. Martz. I have no way of knowing. 

Mr. JONAS. I thought you just stated that the rate was based on 
figures which will prevent a loss. 

Mr. Marrz. That’s correct. That is exactly right. They may be 
operating, Congressman, you May operate at a deficit. which I think 
the SPA study in March of 1953 indicated for a period of 30) years 
Mavbe you operate a deficit. 


2g 
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So what? At the end of the 30-year period for the balance of the 
term of the contract. which is 10. 15, or 20 years, at the end of the 
50-year period it will be entirely amortized and paid for. 

I don’t think that you can point to SP A and say, “Well, this year 
you operated at a deficit.” 

Remember that in the long-term planning and the basis on which 
these rates are set, that the Government sets these rates to pay out in 
a period of 50 or 60 years, whatever it may be that they set as the 
payout date. 

You may have a short period or a long period in which you have a 
deficit, but at the end of the 50- or 55-year period, the entire invest- 
ment will be paid for. 

Mr. Jonas. Do you think the figures were set up on the basis that 
it was contemplated that over the first part of the 50-year period red 
ink might show 4 

Mr. Marrz. Will you repeat that question, please ? 

Mr. Jonas. I say, do you think that was figured, that situation that 
you have just described, when they agreed upon the amortization 
schedule ? 

Mr. Marrz. Sir, the only thing I can tell you is that if you will 
examine the budget prepared by “SPA in 1945, vou will find that it 
does show a loss for a certain number of years. There isn’t any ques- 
tion about that. 

Mr. Jonas. On the contrary, the record shows that they made money 
for the first 5 vears. Thev operated in the black from 1945 to 1950. 

And then they began to operate in the red, and their operating defi- 
cits have increased, and the accumulated deficit now is over $6 million. 

Mr. Marrz. Congressman, you are talking about 1945 to 1950. I 
have no knowledge about their operation procedure or what they had 
at that time. I am simply telling you this. 

When the REA cooperatives built these systems to integrate with 
the Government, which was started about in 1950, that those entire 
systems were incorporated into the budget t study of Southwestern 
Power Administration. It had to be in the first place before they 
could establish the rate for us in our power contracts. 

And I think that if you will go back not later than 1950, but start- 
ing about 1950-51, you will find in those budget studies and those 
reports of Southwestern Power Administration they clear a certain 
deficit in there, but at the time the contracts expire, you will find they 
all pay out according to their estimates. 

You know, when you build a system of this size, and this magni- 
tude, Congressman, that you have to build a certain amount of in- 
creased capacity into the system to start with, and then you have got 
2 period of time of building up loads and building up customers to 
take care of that investment. 

You never build a system just to meet your actual requirements of 
today, because you would never get it completed before you had to 
start expanding again. 

Mr. Jonas. When you say you have 25 percent excess capacity, do 
you mean in gener ating equipment or transmission lines ? 

Mr. Marrz. It would hold true generally in generating equipment 
and transmission facilities north of the river. Let me say the sub- 
transmission system. 
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Mr. Jonas. Isn’t it true that as your load growth increases, it is not 
too difficult to increase your generating equipment if you have got 
your transmission lines sufficient to take care of it? 

Mr. Marrz. That’s correct. 

Mr. Jonas. So any excess capacity of generating equipment might 
have been deferred, might it not / 

Mr. Martz. Not under the contemplated arrangement with the 
(yovernment. 

We would not have built this system like we built it, we would not 
have built the type of plant we built, nor used the size of generating 
units, had we not signed a contract with the Government that we 
could integrate it into ) their s system, as well as with ours. 

Mr. Jonas. And the contract with the Government provided that 
for the lease of your equipment, that part of it that it used, it would 
pay. your entire carrying charges? 

fr. Marrz. It would pay the actual costs, the actual cost of the 
property. 

Mr. Jonas. It would assume your loan ? 

. Martz. That is correct, sir. 
. Jonas. Payments, pr incipal, and interest ? 
.Marrz. That’s correct, sir. 

Mr. Jonas. Plus, it would pay you wheeling charges and other 
things in addition to that ¢ 

Mr. Marrz. No, sir. 

Mr. Jonas. Would the assumption of the carrying charges include 
everything the Government would pay, everything SPA would pay? 

Mr. Marrz. Yes; under the original contract that is correct, sir, 
and then we bought back from the Government our entire power re- 
quirements at schedule A rates, whatever it may have been, whatever 
it may be. 

Mr. Jonas. You made a comment when you were testifying orig- 
inally, I believe, in response to a question by Mr. Moss about w heel- 
ing charges. I didn’t quite understand. Would you repeat that? 

Mr. Martz. Congressman Moss, what was the question ? 

Mr. Jonas. Something about an arrangement that SPA wanted to 
put in the contract to charge you some wheeling charges. 

Mr. Moss. That is point 4. 

Mr. Marrz. One of the amendments, that is one of the amendments 
that is under discussion, Congressman, in the amendatory agreements 
that we are now working on. 

Their proposal as stated in that amendment, that any time that the 
Government is unable to furnish our power requirements, and we go 
outside of the Government agency to secure additional power, any 
power that we deliver to ourselves over those facilities shall be p: aid 
for at so many mills per kilowatt-hour. That is left blank. 

Mr. Jonas. That is on the basis, I assume, that since you have 
leased the facilities to the Government, then they belong to the Gov- 
ernment as lessee and you use part of those facilities later on, you 
use them as a 

Mr. Martz. I expect that is your interpretation. 

Actually, Congressman, I am not arguing the question of whether 
it is right or wrong. It changes the economic benefits of the cooper- 
atives through the old contracts. 
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The cooperative has taken this position. They shall take the old 
contracts, amend them only to comply with the directives of the Con- 
gress, and that is as far as we say we are willing to go. 

If they want new contracts with new terms and conditions, that is 
something else. If you are going to amend an old contract simply to 
comply with four directives of the C ongress, that is something else 
again. 

Mr. Jonas. One of the amendments to be made to the contract is to 
change the obligation of maintenance, repairs, from SPA back to the 
owners; is that correct ¢ 

Mr. Marrz. That’s correct, sir. 

Mr. Jonas. Has all of that been worked out ? 

Mr. Martz. That has only been taken care of in the form of an 
amendment or a letter of agreement, yes. That has been done. 

Mr. Jonas. There is no argument about that. 

Mr. Martz. No question about that, sir, at all. If you remember, 
the Congress appropriated $250,000 to take care of the interim time 
between July 15 and the time in which we were in hope that we could 
get this contract in full operation, so we have been well taken care 
of on that situation, and we are in perfect agreement. 

Mr. Jonas. I had a question for Mr. Green. Would the same situa- 
tion apply to Central as applies to NW, that is, with reference to over- 
building or not ¢ 

Mr. Green. No. We are not overbuilt in the plant at all. In fact, 
the total load on the Central system is in the order of three times the 
capacity of the plant, in the capacity itself. 

In other words, even present-day loads, of the total loads on the 
Central system is in the order of 40,000 or 45,000 kilowatts, we have a 
single unit of 15,000 in the plant. 

Mr. Jonas. Let me ask these gentlemen, are you overbuilt, too, or 
not? Did you build for the future, or just to take care of your imme- 
diate needs? 

Mr. Owens. We built only to take care of normal load growth. 

Mr. Jonas. How long would you say you have provided for? 

Mr. Owens. We estimate what our load will be 10 years in the fu- 
ture, and provide the capacity to take care of our load that far. 

Mr. Jonas. When you have completed the system, you try to pro- 
vide for a normal load growth extending 10 years in the future ? 

Mr. Owens. That’s right; yes, sir. 

Mr. Jonas. How about you, Mr. Green ? 

Mr. Green. If you will remember, awhile ago I said all of our sys- 
tem, including the others here, except M. and A., the one that just 
spoke, were all built and contracted for with SPA along at the same 
time, and built to be operated as a unit and controlled from an operat- 
ing standpoint by SPA. 

Now, since that was done, SPA under the contracts had the control 
of power, and where it was generated, so that is the reason that some of 
the plants are overbuilt in certain places, which is quite true. But that 
power was going to be dispatched by SPA to the loads most econom- 
leally. 

Mr. Jonas. I read some statements in testimony before the Senate 
committee to the effect that Central, as well as Northwest had con- 
structed transmission facilities far in excess of normal needs, and I 
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just wanted to give you a chance to state whatever you wanted to in 
reply to that. 

Did you read that testimony? You probably heard it. 

Mr. Green. Certainly. 

Mr. Jonas. I only read it, I didn’t hear it. 

Mr. Green. That is quite true. In fact, we built those lines at the 
size and capacity and under the specifications they were built at the 
insistence of the Department of the Interior for a 40-year contract. 

It is obvious that we could not build a line for the immediate needs 
of the next 2 or 3 years and have it under a 40-year contract for the 
increased loads for 40 years, so the Government insisted, and of course 
we think it is certainly most economical to do, too, build an expensive 
line of that nature, not to build it for an immediate load of the next 
5, 6 or 10 vears. 

We think it should be built for the next 30 or 40 years. It is very 
impractical to go back and heavy-up a line like that, except at extreme 
cost. 

Mr. Jonas. So you did construct your system with the idea in mind 
that it would be sufficient to take care of your load growth over a 
period of 40 years? 

Mr. Green. Certainly, and what is more, SPA, as an incentive to 
use that capacity over and above our needs, was proved in this contract 
to serve any other preferred customers over their lines. 

That is the provision of the lease agreement with SPA, which they 
felt, I am sure, that there was some value to use that capacity in those 
lines to serve others. 

Mr. Jonas. How much is your loan from REA ? 

Mr. Green. Our loan is $13,888,000. 

Mr. Jonas. And you are already paying on it, because you are in 
operation ? 

Mr. Green. Certainly. 

Mr. Jonas. How much do you pay a year in interest and principal ? 

Mr. Green. What, right now, we pay—this is approximately— 
about $400,000 a year. 

Mr. Jonas. That is the obligation that the Southwestern Power Ad- 
ministration assumes in these contracts you hope will be reactivated ? 

Mr. Green. Yes, sir; that is ona cost basis. 

Mr. Jonas. Now, what capacity is your system ? 

Mr. Green. The transmission system ? 

Mr. Jonas. No, your generating system. 

Mr. Green. 15,000 kilowatts. 

Mr. Jonas. I was trying to figure if there is any way to do it, per- 
haps there isn’t, and I ‘don’t think we have time to try to work it out 
here, whether the amount of facilities you have for use are sufficient 
or worth that much to the Government, that much to Southwestern 
Power Administration, or whether it isn’t assuming more of a financial 
obligation than it ought to by reason of your overbuilding? 

Mr. Green. Congressman, I think it was obvious at the time that 
the Government, the Interior Department, who have had and do have 
some excellent engineers who went into it, and I think they have some 
of the best 

Mr. Jonas. But you don’t think so in answer to my question ? 

Mr. Green. Don’t think so—what ? 

Mr. Jonas. Your answer to my question would be “no.” 
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Mr. Green. No, I don’t think we were overbuilt for the most eco- 
nomical method of handling the power over a 40-year period. 

Mr. Jonas. That is all. 

Mr. Moss. Mr. Chairman. 

Mr. Cuvporr. Mr. Moss. 

Mr. Moss. Wouldn't it be a very impractical thing to undertake con- 
struction of a system without excess capacity in that system, whether 
it be for a 5-, 10-. or 40-year period ? 

a. Green. We think so, and in these transmission systems partic- 
ularly. 

In the lower voltage distribution systems, this construction is done 
to some extent for shorter periods. Most distribution cooperatives 
build with load anticipation of 10 or 15 years, in fact. 

However, the way they handle that, and very effectively, which we 
can’t at all in the transmission system, they go out and they will build 
a single-phase line, two wires down the road. 

Mr. Moss. In the instance of my city where we have a municipal 
system acquired in 1947, we have more than doubled our load, and 
had we not an excess capacity we would be faced, I think, as any 
system would, with breakdowns and failures which would be to criti- 
cism of you for being so shortsighted as not to look to the future. 

The idea of overbuilding would seem more an idea of economic 
building than overbuilding. 

Mr. Green. We think it is the most economical way to handle the 
power situation. 

Mr. Moss. And the excess capacity of Northwestern is available 
during the period of the contract with Southwestern to take care of 
areas where there might be a deficiency in capacity. 

Mr. Marzz. Oh, yes, sir. If it wasn’t for that fact, the preference 
customers in the Southwestern area would not be able to buy anything 
other than peaking capacity. 

Mr. Moss. And therefore, if you look at your system only, it might 
be a 25 percent margin. 

Mr. Martz. That’s correct. 

Mr. Moss. But as a part of an integrated whole, it may not be 
anvwhere near 25 percent in excess. 

Mr. Martz. No: the full capacity is being utilized today, and more 
could be used to advantage if it was available. 

And incidentally, Congressman Jonas, over this transmission sys- 
tem that we are speaking about. in addition to the co-op load that I 
represent also over that system flows the power to the city of Spring- 
field, and over that system flows all of the power to the KAMO 
Electric Cooperative, which covers the entire Southwest portion of 
Missouri, I think cooperatives in Oklahoma, Kansas, and some prob- 
ably in Oklahoma. 

It is an integrated system. You can’t separate it. It was designed 
and built that way to integrate with the Government system in south- 
west Missouri. 

Mr. Jonas. I would like to make it clear that I don’t have any 
criticism of building excess capacity. I just wondered whether 25- 
percent overbuilding was justified, and I have your answer to that 
and the other comments. 

There is a considerable amount of testimony running through these 
Senate hearings to the contrary, and I wanted to see what you had 
to say about it. 
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Mr. Martz. Actually, if you consider the integrated system as a 
whole, we have no excess. Every available kilowatt is being used. 

Mr. Moss. Isn’t it true there is a deficiency in the system as a whole 
rather than an excess ? 

Mr. Martz. Oh, yes. In our generating system there is a deficiency. 

In our transmission facility there is excess capacity because until 
Table Rock is completed, it will not be enough power in the South- 
western area to load those lines. 

Mr. Moss. And that completion of Table Rock was contemplated in 
designing the transmission system ? 

Mr. Marrz. No, it was thought about then, sir, but you couldn't 
rely on it because the C ongress had never m: ude any appropriations 
other than the study for it. 

We had always hoped that it would be built. 

Mr. Moss. To an extent at least the hope is reflected- 

Mr. Marrz. Yes; and we hoped so strong, and were so sure in bring- 
ing the line north from Bull Shoals, our line is built right through 
the Table Rock area, and we are now supplying all of the power for 
the construction of Table Rock over our system. 

Mr. Moss. I think that is all I have. 

Mr. Cuvuporr. Do you have some questions, Mr. Austin ? 

Mr. Austin. Yes, sir; I have 2 or 3 I would like to ask here. 

This is a matter with which I am not too familiar, but let me see if 
I can describe it well enough that some of you gentlemen—and I will 
ask any of you—can clarify it. 

Is it not true that recently municipals of this area were asking for 
some emergency capacity, and were being told by SPA and Interior 
that that was all being reserved for the rural electrics, that some of 
you people by some organization, whether individually or collectively, 
I don’t recall, went to Interior and SPA, and asked that some of that 
be released to the municipals on a temporary basis, at least ? 

Now, I may have some of that incorrect, but will you give me the 
full story on that? 

Mr. Green. I believe that probably refers to a meeting in Tulsa 
2 or 3 months ago, at which it was a meeting called the Southwest 
Power Advisory Committee. It is a voluntary organization of the 
group of cooperatives and municipalities who meet and consider the 
power supply and the power situation in the Southwest. 

At that time we met in Tulsa and met at the offices, in the conference 
room of SPA, and that situation was brought to light at that time 
that some of the municipalities this summer were going to exceed their 
contract demands with SPA and ask for power on some, if nothing 
else, temporary basis to get by. 

As has been testified here ‘before, it has been said that 130,000 kilo- 

watts have been allocated to G. and T. s, and apparently the municipals 
have been told that is untouchable, that certainly nobody else could 
use it. 

Well, actually due to the fact that our G. and T. contracts are little 
more than our total loads, there is actually some power, not 130,000, 
but some is certainly available on a temporary basis. 

Consequently we told the munic ipals and SPA officials at that time 
that we saw no reason why any portion of that wasn’t being actu: illy 
used for loads that could not be used to serve the people during this 
summer, to get them by. 
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Mr. Austin. What response did you receive from SPA? 

Mr. Green. I don’t recall any response. All we did was tell them 
our views of it. We saw no reason why it should not be used. 

Now, as to what SPA told the municipals, I don’t know. We threw 
it back, more or less. After all, we were not the marketing agent for 
the power. The Department of the Interior is the marketing agent. 

So we said as far as we are concerned we certainly have no objeetion 
to SPA using any power they have got surplus that is not actually 
needed for an existing load today, on any temporary basis whatever 
for any other person that needs it in the interim, no objection what- 
ever. 

And as the marketing agent, it is certainly, I think, their prerogative 
and their judgment whether they should do so. What they did, I 
don’t know. 

Mr. Austin. But it was made clear from your group to SPA that 
you didn’t want that power held away from the municipals when you 
weren't using it, am I correct / 

Mr. Green. That’s right. 

Mr. Austrx. You probably heard the testimony this morning from 
Mr. Miller of the city of Springfield, and of course you heard the 
testimony of these other municipal people. 

Do you join with Mr. Miller in his view, that there has been a 
rather designed attempt to put a wedge between two classes of prefer- 
ence customers, the rural electric co-op group and the municipal 
group? 

Mr. Green. Well, I agree that—I, can’t say that it was actually 
designed as the ultimate result, but the actions that have happened 
fostered such a situation. 

Due to the apparent change in power policy of selling only peaking 
power instead of firm power, it automatically divided | up the camps, 
for this reason. 

There is no system in the area, a normal system that can use a peak- 
ing power alone without generation. Well, the G. and T.’s happened 
to have some generation. A lot of the municipals had no generation. 

So, due to that change in power policy, you automatic nally had a 
situation there that was created, wherein it is obvious that one group 
maybe thought that the other one created that situation. 

But certainly we didn’t foster such a thing, and we all the time felt 
the only way we could ever get an economic result from this entire 
program is to operate under the original contracts, due to the fact 
the entire systems and all were built for the most efficient engineering 
integration. So we certainly were no party to it, even though that 
condition might have existed. 

Mr. Austin. Don’t misunderstand me. I think the very fact of 
your operations and the fact that the municipals continued operations 
in your joint advisory committee, and everything like that, would 
show that you people didn’t divide and fight one another. 

But what I was asking you, was there evidence to you that there 
had been an attempt to divide you from time to time ? 

Mr. Green. Well, like I say, the results of the change in power 
policy fostered such results. 

Mr. Austin. May I ask you, Judge Proffer, do you people in M. & 
A. have generation? Do you havea generation plant ? 

Mr. Prorrer. Yes, we have a generation plant. 
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Mr. Austin. Then, asking any of you, are there some G. and T.’s 
without generation? How about yours, Mr. Martz? 

Mr. Martz. N. W., yes. We have the largest generation plant of 
the group. KAMO has no generation. 

Mr. Austin. In other words, they would be in the same boat as the 
municipals pretty largely, firm power and firm power only ? 

Mr. Martz. Yes, that's correct. 

Mr. Austin. Asking any of you again, was there not a meeting held 
in Washington, D. C., and I have forgotten the date—in 1! 53 some 
time—at which the municipals were not permitted to attend ? 

Mr. Helm, were you at that meeting ? 

Mr. Heim. Yes, I was. Mr. Chairman, I think Mr. Martz was at 
that meeting. I am pretty sure that Mr. Green—I am sure that Mr. 
Green was at the meeting. 

I see two gentlemen from Texas that I believe were at the eee 
Mr. Gajan from Louisiana was at the meeting. I think Mr. Green, 
possibly, since he has been pretty much the chief spokesman, should 
comment to the question, if you have one. 

Mr. Austin. I was just going to pursue that a little bit along the 
same line. Did you folks call that meeting, or were you invited to 
the meeting ? 

Mr. Green. Apparently that meeting was the meeting held along in 
the early part of 1953, in May, I believe, and as I recall that meeting 
was called by the power companies in this area. 

I think it was the companies who were parties to this 12-company 
power contract that had been worked on previous to that sometime. 

Mr. Austin. This is the contract that was referred to yesterday by 
Mr. Jonas, and I believe it was Mr. Dillon. That is the 12-company 
contract that they were speaking of yesterday. 

Mr. Green. I think that is the same one. 

Mr. Austin. Let me clear up one side question there. Do you say 
that it was the power companies who called the meetings! Were they 
the ones who invited you to the meeting ? 

Mr. Green. No, Secretary Aandahl invited us to the meeting, and 
we understood at the meeting that the « ompanies had asked him to eall 
the meeting. 

Mr. Austin. When did you know that, at the meeting or before the 
meeting ? 

Mr. Green. At the meeting. 

Mr. Avustrx. Until you got to the meeting, your only word was that 
the invitation was from where? 

Mr. Green. It was from the Assistant Secretary of Interior to have 
this joint meeting with the power companies. 

Mr. Austin. Up until the meeting or even at the meeting, did you 
know that the municipalities had been excluded ? 

Mr. Green. No. I really didn’t know at all except when we got 
there we did see some of the boys from the municipalities there, and 
were told that they were not invited to this meeting, and they were 
going to have a separate meeting, either that day or the next day with 
Secretary Aandahl. 

Mr. Austin. You say you saw them there, not at the meeting, but 
in the building ? 

Mr. Green. That’s right, saw them in the halls, I believe, outside 
the meeting room. 
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Mr. Austin. My only point in pursuing this point is to find out 
whether or not you folks had anything to do with the setting up of 
that meeting to which they were excluded. 

Mr. Green. No, not to my knewledge. 

Mr. Avstin. Going back to the meeting a moment, on this 12-com- 
pany contract that was referred to yesterday between Mr. Jonas and 
Mr. Dillon in their discussion, it runs in my mind that it was left 
pretty much that that contract had been turned down by the previous 
Administration, and I believe the name was Chapman, who had turned 
it down 

Do you have any recollection of your own as to whether or not that 
12-company contract might still have been kicking around and alive 
at the time of the meeting ? 

Mr. Green. Well, my recollection is this: That the meeting was 
actually called to discuss such an arrangement, 12-company contract 
arrangement, and we knew that that 12-company contract had been 
passed around and considered for a year or 2 previous, and we didn’t 
know just what the status was exactly, but we found out after we got 
there that the 12-company contract that had been apparently in the 
Department of the Interior for several months, that finally I think 
Secretary Chapman refused to approve, was a version that had been 
worked out. 

We found out after we got there that there was another contract 
drafted up a few days before this meeting, and I understand a day 
or two before the companies redrafted an entirely new contract, and 
submitted it at this meeting, or a day or two before this meeting, as 
their version of what the 12-company contract should be. 

Mr. Avstin. Wasthis the same 12 companies? 

Mr. Green. Yes, the same 12 companies, I understand, and that the 
companies, in submitting this new contract, had apparently told the 
Department of the Interior that they would not go along with the 12- 
company contract now, that they wanted to submit this new one which 
had a considerable number of different items in it, or changes. 

So apparently the Department of the Interior considered the new 
version of the conference, and as far as I know—what happened to it, 
I don’t know, but it was never approved, apparently. 

Mr. Moss. Would it appear to you, then, that it was their desire to 
depart from the original 12-company contract which they had thought 
at one time might have been occasioned because they felt they might 
get more advantages as a result of a change in policy? 

Mr. Green. Well, I think that that was the general opinion of 
everybody, that certainly the redrafting, the new version of the 12- 
company contract was drafted much more favorable to the companies. 

Mr. Avstrn. You said there are a number in the room who were 
present at that meeting. Might I just ask Mr. Martz, is what Mr. 
Green has said pretty much your opinion of this 12-company confer- 
ence in Mr. Aandahl’s office ? 

Mr. Martz. Yes. 

Mr. Acstin. Judge Proffer, were you one of those, too? 

Mr. Prorrer. I was there, but I don’t recall any discussion on the 
redrafting of the contract. 

Mr. Avsttx. You don’t remember anything to the contrary to what 
Mr. Green has said ? 

Mr. Prorrer. No. 
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Mr. Austin. Mr. Helm, you were present, toc, were you ? 

Mr. Hex. Yes. 

Mr. Austin. That is your understanding ? 

Mr. Heim. Exactly, that’s right. 

Mr. Austin. I see Mr. Gajan, of Louisiana, back farther. You were 
present at that meeting ? 

Mr. Gagan. Yes, sir; I was. 

Mr. Austin. And that is pretty much your recollection of the whole 
succession, too ? 

Mr. Gagan. Substantially, that is correct. 

Mr. Austin. Thank you. 

Mr. Green, returning to you for one more moment, was that meeting 
simply a rehash, or did you come out with some accomplishment that 
you felt was at least a milestone or a record where you were? 

Mr. Green. Well, the purpose of the meeting apparently was for the 
companies to propose this new draft of the 12 company contract which 
they redrafted in the hopes and promise that that was a cure-all for 
the entire situation here, and there would be no further need for the 
continuing fund, and that the companies would as I believe Mr. Wilks 
of the Southwest Gas & Electric Co. said, who was spokesman for the 
group, after being questioned by some of our group as to our concern as 
to what would happen to our lease contracts, Mr. Wilks’ answer was 
that he felt the companies would bail us out in some way or other. 

So apparently the meeting was to foster or start an agreement on 
a contract of some type that would take the place, I guess, of all the 
G. and T. contracts, and all of the disposal of power in the Southwest 
area under some other arrangement, apparently, which was a new 
version that had been redrafted. 

Mr. Moss. Did this draft copy that was discussed appear to have 
the blessing of the Department of the Interior ? 

Mr. Green. Apparently not, because they never did approve it. 

Mr. Moss. Apparently not. Were there representatives of Interior 
present ? 

Mr. Green. Yes, they were present, but I understand the new draft 
was only given to them either the day before—at that time I don’t 
know if anybody had a chance to see it. 

Mr. Moss. The meeting definitely was arranged by Interior, and you 
were not informed that the power companies were to be present ? 

Mr. Green. Yes, we knew that the companies would be there. In- 
terior told us that the power companies would be present, yes. But 
we didn’t know about the new draft arrangement of the 12-company 
contract at all. 

Mr. Moss. Did it appear to be a surprise to Interior that there was 
such a draft? 

Mr. Green. Interior, I would like to say, I believe they received 
that draft a day or two before this meeting. Whether they had had 
a chance to really study it or not, I don’t know. 

Mr. Moss. Was there any comment on the part of Interior officials 
present ? 

Mr. Green. I don’t believe so at that time. 

Mr. Austin. Going back to the statement of Mr. Wilks that the 
power companies would take care of you, had the matter of appropria- 
tions for SPA come up for that year ? 
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Mr. Green. No. You see, that meeting was in May. And just 
whether the House subcommittee had had heari ings on appropriations 
effecting the SPA appropriations, I am not sure whether they had 
occurred yet or not. But this meeting was in May. I doubt that 
they had occurred yet. 

Mr. Moss. Do you know whether or not Mr. Wilks’ statement was 
used directly or indirectly before the appropriations committee in get- 
ting them to make a decision as to whether or not to continue the fund 
that year? 

Mr. Green. Well, not exactly his statement at this meeting. Some 
will remember that in the hearing in the House, Mr. Wilks wrote a 
letter to the chairman of the subcommittee, as spokesman for these 
12 companies, in which he promised that no customer in the South- 
west area being served by them would be cut off, and went on to say 
that they would see to it that the entire situation was handled properly. 

The intent apparently was to show that there was no need of the 
continuing fund whatever. That letter, of course, is a matter of record. 

The chairman of the subcommittee was Congressman Jensen, and 
he used that letter in his committee report, I believe, as the basis for 
cutting out the continuing fund in the House version of the bill. 

Later the funds were restored, I believe restored in the Senate. The 
conference left $200,000 in to continue the fund that year, with the 
direction that it could not be used to implement our contracts. 

Mr. Austin. So that was the deactivation of your contracts? 

Mr. Green. Yes; that was the time that we were shut off, or put to 
sleep, as has been said. 

Mr. Austrn. Again, following the discussion of yesterday on that 
particular point, can you tell us which was the first year that con- 
gressional action actually interfered with the progress ‘that you folks 
had been making on the G. and T. contracts, and the integration and 
the overall system that has only now been reactivated ? 

There was discussion yesterday whether it was this year, this year, 
or this year that you didn’t have money enough. What was the first 
year that you actually found congressional action interfering with the 
progress you had been making ? 

Mr. Green. The first year in time was at the same time I just spoke 
of in the appropriation bill that was finally signed along in July of 
1953. 

The bill that year didn’t get to the President, I don’t believe until 
about the 28th or 29th of July. Now, the prior fiscal year the con- 
tingent fund was approved in sufficient quantity to activate our con- 
tracts, and everything was going normally as it should, until that 
appropriation bill was signed on or about the 28th of July or along 
the end of July that year of 1953. 

Of course, the date that it was signed, the next day SPA imme- 
diately pulled out and left our sy stem without anyone to maintain it. 
Fortunately the weather was good and, after a few weeks, we managed 
to get by ourselves without havi ing a serious problem. 

Mr. Austin. W ithout asking vou to repeat it, were you in Washing- 
ton to hear Mr. Karns’ testimony of some weeks ago? 

Mr. Green. Yes. 

Mr. Austin. Did you hear his statement of the condition that his 
G. and T. was left in when SPA disconnected from you ? 


Mr. Green. Yes. 
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Mr. Austin. Without your repeating the situation, was that pretty 
nich the situation you were in 4 

Mr. Green. Ours was exactly a similar situation. It was just an 
overnight deal. 

Mr. Austin. Just overnight you were there with high voltage lines 
and no men to take care of it ? 

Mr. Green. Yes. 

Mr. Austin. I would like to follow this particular thing for one 
moment. 

Going back to Mr. Wilks’ statement, did I understand that he spoke 
strictly for himself, or was he a spokesman pretty much for the 12 
companies that day ? 

Mr. Green. He was the spokesman for the 12 companies involved 
in the 12-company contract at the meeting in May of 1953. 

Also, the letter to the Subcommittee on Appropriations, it was 
signed by him as representing all the companies, and he listed them 
also. 

Mr. Austin. Would you say that the letters that have come out in 
1954 from the SPA, saying to the municipals particularly “You will 
have to go some place else for your power” were following along the 
general theory of Mr. Wilks and his people that they would take care 
of the needs of the preference customers ? 

Mr. Green. Well, I think, to some extent. Of course, there is an- 
other reason, I think, for the letter of that type, in that without SPA 
having the contracts with the G. and T.’s in which they obtained steam- 
generated power to go with hydro, it was quite obvious that SPA had 
no firm power to sell. 

Mr. Austin. But had they exhausted the possibilities of getting 
firm power, of firming the power ? 

Mr. Green. I can’t say whether they did or not, except from a stand- 
point of principle in that we offered it to them certainly from our 
plants at all times. 

Mr. Austin. You had power to integrate with theirs, which could 
have made firm power for them to sell to the municipals; is that what 
you are saying ? 

Mr. Green. Correct; yes, sir. 

Mr. Austin. They could have had tne firm power if they had want- 
ed to deal with you people? 

Mr. Green. Well, they did have certain portions at that time under 
the interim arrangements. We had interim contracts in that period 
under which they ‘could buy in limited amounts, but you will remem- 
ber those interim contracts, a lot of them were 30-day situations, which 
meant that certainly the Government wouldn’t go out and contract 
way in the future for power that they only had for 30 days. 

So, due to the interim arrangement and apparent transition period 
of trying to go to selling only peaking power instead of firm, it was 
obvious that they wrote the letters in which they said there would be 
no more firm power available. 

Mr. Austin. I would like to ask this question of any one of you. 
Perhaps some of the others could answer it, probably all of you could. 

Have you ever heard Secretary Aandahl make any statement con- 
cerning his own personal views of the SPA-GT contracts? Mr. Helm, 
T will ask vou to answer that one first. 
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Mr. Herm. Mr. Chairman, I didn’t count the number of times. I 
replayed a tape recording of a speech he made in Jefferson City, I 
believe in February of 1953. I had counted the times he said he did 
not like those old contracts. I counted up the times he made that 
statement. It was 18 times in that 1 speech. He kept reiterating, 
“IT don’t like those contracts, I don’t like those contracts.” So I 
finally came to the conclusion he didn’t like them. 

Mr. Austin. Did Mr. Aandahl make a statement regarding the 
position that the Government should take in generating and marketing 
power in this area, that you know of ? 

Mr. Herm. I don’t believe we caught your question. 

Mr. Austin. Do you know of any time Mr. Aandahl has made a 
statement concerning the part that he felt the Government should take 
in marketing power in this area? 

Mr. Green. Only that he has stated a number of times that he felt 
the Government had no utility responsibility whatever. He felt the 
responsibility was hydro, Government-generated power only. 

Mr. Austin. Let’s go back to that utility responsibility. That is 
a word that you fellows kick around pretty freely. 

You know what it means; I am not sure that we do. What do you 
mean by “utility responsibility” ? 

Mr. Green. Well, utility responsibility, of course, would mean 
serving the type of load requests for power, firm type of load, and 
also it comes within the same definition of furnishing power for load 
growth, too. 

Mr. Austin. In other words, he felt that they nad no responsibility 
to take care of you as you grew from year to year? 

Mr. Green. That, and the fact to supply firm power. He took the 
position that all they should be obligated to do is sell only the hydro 
power, which in this area happens to be only peaking power. 

Mr. Austin. Are you familiar with section 5 of the Floor Control 
Act of 1944? 

Mr. Green. Yes. 

Mr. Austin. I shouldn’t have asked that question because I wanted 
to read it anyway, part of it. It says that the Secretary of the Interior 
shall have the sale of this power. 

The Secretary of the Interior, who shall transmit and dispose of such power 
and energy in such a manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business prin- 
ciples. 

Now, I didn’t read the part that has to do with the preference cus- 
tomers or the other things, but what is your particular attitude, what 
is your belief as to whether or not this phrase, which is taken directly 
from the Flood Control Act, as to instruction to the Secretary of the 
Interior ? 

Can the Secretary sell that only at peaking capacity and still live 
up to the phrase in here “encouraging the most widespread use at the 
lowest possible rates to consumers in accordance with sound business 
principles” ? 

Mr. Green. Well, our interpretation of that is even if the Govern- 
ment has to purchase some incidental power to market power on a 
widespread basis and also in a more economical manner, certainly it 
was in the Flood Control Act in doing so. 
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And apparently some of the narrow interpretations are that Secre- 
tary Aandahl, if he complies to that, that that doesn’t permit him to 
do that, but we certainly think so, and we think it is borne out histor- 
ically through the fact that these contracts with SPA and in the entire 
area have, we think, received congressional blessing several times prior 
to 1953 or 1954, before they were put to sleep, so to speak, and they 
were approved, funds were approved for them for 2 or 3 years, and 
certainly they started out properly, and we think that they certainly 
had congressional blessing at that time. 

If they did at that time, and it is a 40-year contract, we can’t quite 
fathom trying to retroactively wreck us, when we are extended to the 
liability we are in paying back these loans. 

Mr. Austin. Let me go over to Martz. I have a couple of questions 
here that I think will help us a little bit. 

There was quite a bit of discussion about the NW-KCPL contract 
this morning, and the fact that it had gone through a lot of drafts. 
The No. 1 question : Was that contract ever executed ? 

Mr. Martz. No, it was not. 

Mr. Austin. Is it in the process of negotiation any more at all? 

Mr. Martz. It is not at this time. 

Mr. Austin. It is a completely dead issue at this time; is that right? 

Mr. Martz. It is ina status quo basis. It isasis. 

Mr. Austin. As is; but in light of the reactivation of the basic con- 
tracts, would there be any such thing as an NW-KCPL contract 
possible ¢ 

Mr. Martz. No, not as such. 

Mr. Austin. So you either have one or the other, but you don't 
have both? 

Mr. Martz. That’s correct. 

Mr. Austin. Then asking any other one of you, than Mr. Martz, 
was it your impression that all negotiations on other contracts would 
be held back ? 

Was it your impression or was it the general feeling that the NW 
KCPL contract was more or less a pioneer, and the rest of you were 
held back on your negotiations for those substitute contracts to see 
how that one was going to come out ? 

Mr. Green. Yes, that is definitely our impression. We were told 
that, and I believe, if you will review the hearings of the Department 
of the Interior officials before the Appropriations Subcommittees, you 
will find that was referred to as sort of a pattern by which it was hoped 
that the others would also fall into later on. 

Mr. Austin. And so all of you, all of these G. and T.’s that were 
negotiating over a period of 2 years or so with these power com- 
panies—all of those negotiations are now completely at an end with 
the reactivation of the basic SPA-GT contract; is that right? 

Mr. Green. Yes, sir; they are at this time. 

Mr. Austin. I would like to ask Mr. Needy, who hasn’t been brought 
forward yet, some questions. 

Mr. Cuuporr. Before answering Mr. Austin’s questions, would you 
identify yourself for the reporter? Give your name, where you live, 
and the organization you represent. 
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STATEMENT OF J. H. NEEDY, MANAGER, CO-MO ELECTRIC 
COOPERATIVE, TIPTON, MO. 


Mr. Neepy. Mr. Chairman and gentlemen of the committee, I am 
Jack H. Needy. I am manager of the Co-Mo Electric Cooperative, a 
distribution cooperative, with offices located at Tipton, Mo. 

Mr. Austin. Mr. Needy, your situation is a little different than some 
of these others. Have you been able to get the power you need for 
your cooperative members ? 

Mr. Neepy. I would have to say that I have been able to get suffi- 
cient power, but at a price which was terrifically out of line with the 
regular price of wholesale power. 

Mr. Austin. Are you getting that power from SPA? 

Mr. Nreepy. No, sir. I have never been able to obtain any power 
from SPA. I have just recently been able to get a little power to one 
of my substation locations from Central Electric Power Cooperative. 
That is just the 20th of last month. 

Mr. Austrn. Are you going to be able to get all your power re- 
quirements from that G. and T.? 

Mr. Neepy. That is the thing I am terribly worried about, and why 
I was so anxious to have an opportunity to say a few words to the 
committee, even though I know it is late, and you fellows are tired. 

Mr. AustINn. Give us, just as briefly as you can, the history of your 
problem and what you are up against and why your rates are so high. 

Mr. Nrepy. Gentlemen, when our cooperative was first started and 
our lines first organized, energized, we purchased power from the Mis- 
souri Power & Light Co., at Boonville, Mo., which is at the extreme 
edge of our project. 

After we had obtained additional loans and extended our lines into 
other remote areas of our project, we found we had to shift our load 
centers, so we had to purchase power from other commercial utility 
companies. 

We were able to buy the power at that time at 9 mills from the origi- 
nal power source, the Missouri Power & Light Co. When we had to 
shift our load centers to other utility companies, we began paying 
them at the rate of 14 mills per kilowatt-hour, because there was no 
other possibility in the area. 

I would like to state here also that when the Central Electric Power 
Cooperative was organized, our cooperative was to have been consid- 
ered and included in the construction of that system, so that we would 
be supplied power from Central Electric Power Cooperative, that is, 
SPA power. 

Shortly after their contracts were signed with SPA, 10 of the utility 
companies in Missouri immediately instigated a suit to determine 
whether or not those contracts were legal, which delayed our possi- 
bility of getting into the picture. 

Therefore, REA could not loan any money for Central to build addi- 
tional lines to serve our area. 

By that time we got to the point where SPA said they could not in- 
clude any more lines in their contract, so we are left at the present time 
in very much of a dilemma. 

I was unable to get power at one of my power sources for several 
years, and during this same meeting in Jefferson City, where both Mr. 
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Nelsen and Mr. Aandahl were present, I confronted them with my 
problem. 

At that time the negotiations were going on with the private com- 
panies and the G. and T.’s, and they assured me that they thought they 
had something coming up right away, the answer to my problem, 
which would have been if the contracts could have been negotiated, a 
means whereby power could have been gotten to me over the power 
company’s lines. 

But, as you know, those negotiations never were completed, so | 
still do not have any lines to my system, other than a short line to | 
substation location out of 5, where I can buy any power. 

I would like to give this little comparison, if I might. That power 
is costing me 814 mills, only a third of a month is as long as 1 have 
been able to obtain it so far. The 20th of July is when that substa- 
tion was energized. 

That Central power rate during this period, I think, the rate was 
established of 814 mills. So the price that I have been paying for the 
past 2 years, from the time that Central energized its lines and fur- 
nished the other distribution cooperatives in the area, and I was sup- 
posed to have been one at the time it was started, cost my cooperative 
and my members $109,000, in excess of $109,000, which was the dif- 
ference between the 814-mill rate and the price that I paid for power 
during that 24-month period. 

I am very anxious to know the interpretation of the legislation which 
was passed in reactivating the G. and T contract to see what our 
position is going to be. 

I felt it was “only fair that I was here, to my members and to my 
cooperatives, to give you fellows this information to see if anything 
could be done to save us that cost of high: priced power to the tune 
of fifty or sixty thousand dollars a ye which we are hi ving to pay 
to the power companies in excess of i rate that we should be. getting 
power from the G. and T. cooperative for. 

Mr. Austin. You are physically situated so you think you should 
be able to get power from SPA; is that right ? 

Mr. Nerpy. I have no connection other than through utility com- 
pany lines. 

Central Electric Power cooperative could not borrow the additional 
money to include lines to our system because of the fact I understand— 
maybe some of these gentlemen here connected directly with G. and T.’s 

an clarify that—but I believe that SPA said they could not take on any 
more area under the circumstances. 

I maintain that our area is not a new area, and that is why I am 
concerned about the legislation which reactivated the contract. 

I certainly do not want to be left in the position-where I can’t get 
connected to SPA power through Central Electric Power Cooperative. 
as Was originally intended. 

Mr. Austin. In other words, is it one of these points that Mr. Martz 
brought up, of the new contract changes’ If that goes through you 
are out so far as SPA power is concerned ? 

Mr. Neepy. I don’t know that I followed that question exactly. | 
don’t remember what you are referring to there. I am not too familiar 
with the amendments or their negotiations on amendments in his con 
tract. Therefore, I don’t know exactly what you mean. 


71597—56——-29 
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Mr. Austin. Mr. Martz, may I ask you, was my statement of it 
correct, just for clarification, or not ? 

Mr. Martz. Will you ask it again, please ? 

Mr. Austin. Mr. Martz, is the situation described to us here by 
Mr. Needy one of those situations that you are very concerned about in 
the changes in the reactivated contracts ? 

Mr. Martz. No; I think that Mr. Green would speak to that point 
because Mr. Needy is a part of his cooperative. 

Mr. Austin. That is all right, I was thinking of the change, but 
let’s ask Mr. Green that question. 

Mr. Green. It is a little bit not quite the same. for this reason: 

The lines in the system that Mr. Martz is talking about being in- 
volved in this point 4 as a directive from Congress are existing substa- 
tions in the line that were contemplated as far back as 1950 when 
the original contracts were approved and executed with SPA. 

Now, this to Mr. Needy was also contemplated at that time, but 
we did not borrow the money from REA. It was not at that time 
put into the contract with SPA. 

And, too, at that time he wasn’t quite as bad off for power as he 
is now. 

So now this situation comes along and he is very badly in need 
of correcting the situation. The situation isn’t exactly similar, but 
it does mean that we do handle this problem and are trying to take 
in a circuit and load that can’t get sufficient power in adjacent areas 
that is actually covered by the service area of our cooperatives. 

Mr. Austin. That is the point, is it not, that this is an area that 
was considered to be the area that would be served by SPA through 
the integration with Central? 

Mr. Green. Certainly. 

Mr. Austin. I just have one more question, gentlemen. 

Mr. Helm, when you started out, you stated that there would be 
1 or 2 things that you might like to add. Have you had a chance to 
put them in yet? If not, would you give them now. 

Mr. Heim. Mr. chairman, Mr. Needy has pretty well pinpointed 
one of the statements I wanted to make, because it was entered into 
in discussion yesterday. 

I was very much impressed because they were discussing—I don’t 
recall the witness—something about a 20-cent a month increase in 
rates, and there was some indication that this was a very insignificant 
figure, amount of money $2.40 a year for a member to have to pay 
on his light bill for a year’s period. 

.Well, I just want to say for the record that as far as Missouri is 
concerned, and that 20 cents is very insignificant as compared with a 

1-, 2-, or 3-mill increase in rates that Mr. Needy has stated here, but 
even a 20-cent a month increase in rates in Missouri would amount to 
over $500,000, and I want to make myself very clear, and I feel like 
I would be remiss in my responsibility to the people for whom I 
work if I didn’t tell you that I would much rather see that half 
million dollars remain in the pockets of the farmers of Missouri than 
to go to the Wall Street bankers. 

That is one statement I want to make because I think that was 
touched upon very slightly yesterday. I am afraid the impression 
could have been left that anyone could afford to pay a 20-cent a 
month increase in rates. 
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There has been considerable discussion about the regulatory bodies. 
Here in Missouri we call it the Missouri Public Service Commission. 

I think it might be interesting for anyone on this committee or 
anyone else to just check to see where the former employees or former 
members, rather, and employees of the Missouri Public Service Com- 
mission are now working. I wish the public, I wish all the municipal- 
ities, all the members of Congress would just check in Missouri. 

I could name quite a number, but I think I could give you one 
illustration. that a man who was not very long chairman of the Mis- 
souri Public Service Commission is, at the present time, a president 
of one of the larger private utility companies in Missouri. 

Mr. Oswald was rather modest this morning about the Public Serv- 
ice Commission in Arkansas. I am not suggesting that there is any 
conniving or collusion, but it is quite a coincidence that those people 
serve on the Commission, many of them, and then go to work for the 
private utilities. I would like to know how it is done. 

One other very minor point, Mr. Chairman. I think it has very 
definitely been covered here, but it was implied yesterday during the 
discussion that the generation and transmission cooperatives were 
being subsidized by the taxpayers, and that has very clearly been 
brought out here today, that is not true. 

The G. and T. cooperatives borrow their money from the Govern- 
ment, just the same as the distribution cooperatives, for a period of 
35 years at 2 percent interest, and they repay those loans, and I just 
wanted to get that in the record, because I believe if it was not stated 
yesterday, it was very definitely implied that there were other sec- 
tions of the United States, people in the other States of the country 
resented money coming into this area, the Government spending the 
taxpayers’ money for generation of transmission plants here. 

That is the conclusion, Mr. Chairman, of what I wanted to say. 

Mr. Cuuporr. Mr. Moss, do you have any further questions? Mr. 
Jonas ? 

(No response. ) 

Mr. Cuvporr. That concludes the Springfield hearings by this sub- 
committee. 

In closing, I would like to say that it appears to me that the testi- 
mony offered by the various witnesses to this committee definitely 
proves beyond a doubt that the problems which are being faced by 
the cooperatives and municipal electrics have been caused by the 
failure of the Secretary of the Interior, acting through his assistants, 
Mr. Aandahl and Mr. Wright, to carry out the mandates and the intent 
of Congress in getting power to the preference customers. 

There was a lot said about power not being available, but I think 
it was definitely proved that the facts that power has just been made 
available to the community of Skiatook as a result of this committee’s 
interest in the problem, shows that there is power available when the 
Secretary of the Interior wants to find it. 

I further feel it is a denial of power of those entitled to it under 
the laws of the United States, and which have been diverted to the 
private utilities, which has been the cause of deep concern to this 
committee and to other Members of Congress. 

I just want to thank all the witnesses who have taken their time to 
come before the committee for the purpose of enlightening us as to 
the situation that exists in the States of Arkansas, Oklahoma, and 
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Missouri. I feel that your words will help us in writing a report to 


the Congress that will probably help you in solving some of your 
problems. 

I want to further thank the city of Springfield, all the city officials, 
for allowing us to use this room, the city council chamber, for the 
hearings. It has been a very comfortable place. I believe that the 
air conditioning made it easier for us to sit these long hours and listen 
to everything that you had to say to us. 


I also want to thank the people of Springfield for their fine hospi- 
tality. They have been splendid in offering us any facilities we might 
need, and I hope that after you see cur report, we will be able to 
convince the other Members of Congress that some remedial lecislation 
should be passed without delay. 

(Whe 0 at 6:15 p. m., the subcommittee recessed, to recon- 
vene at 9 a. m., Friday, September 2, 1955, in Atlanta, Ga.) 

(The following material was submitted for the use of the subcom- 
mittee :) 


NOVEMBER 1, 1955. 
Mr. JAMES G. DAvIDSoN, 


Tulsa 3, Okla. 


Deak Mr. Davipson: During your appearance before this subcommittee you 
discussed three contracts and said you would put copies thereof in the record. 
We do not have them. 

We are trying to complete the transcripts for printing. Would you therefore 
please furnish copies of these contracts by return mail? 

Sincerely, 
Fart CHUDOFF, 
Member of Congress, 
Chairman, Public Works and Resources Subcommittee. 


CONTRACT NUMBER 
Ispa 445-3 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION 


AGREEMENT BETWEEN UNITED STATES OF AMERICA AND 
Town or SKIATOOK, OKLAHOMA (INCREASING CONTRACT DEMAND) 


THIS AMENDATORY AGREEMENT, made and entered into this — day of ————, 
1955, by and between the UNITED STaTeES OF AMERICA, represented by the Admin- 
istrator, Southwestern Power Administration (hereinafter referred to as the 
“Government”), and the TowN oF SKIATOOK, OKLAHOMA, a municipal corporation 
organized under the laws of the State of Oklahoma, acting through its duly 
authorized officials (hereinafter referred to as the “Municipality” ) ; 

WITNESSETH, That, 

WHEREAS, on July 3, 1951, the parties hereto entered into an Electric Service 
Agreement (Ispa—445), which provides, among other things, in Section 3 (a) the 
following: 

“If the municipality needs capacity in excess of its existing contract demand 
for service of its customers, the Government shall furnish such additional power 
capacity at such standard voltage as the Municipality may reasonably specify 
under the same terms and conditions as provided for herein: Provided, That (1) 
the Government has available such additional power capacity and (2) a sup- 
plemental agreement in writing is entered into between the parties hereto cover- 
ing such increase”; and 

WHEREAS Section 3 (0b) of said contract indicates that it shall be the respon- 
sibility of the Municipality to enter into a contract providing for additional ca- 
pacity; and 

Wuereas Section 4 (a) of the said contract sets forth a responsibility on the 
part of the Municipality and the Government to promote the widespread and 
abundant use of electric power and energy at the lowest possible rates consistent 
with sound business principles; and 
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WHEREAS the only means of the Municipality meeting its duties and obliga 
tions under the contract, and of the Government in meeting its duties and obli- 
gations under the contract, is by an amendment increasing the contract demand 
of the said contract: and 

WHEREAS on the 14th day of February, 1952, the parties hereto entered into 
an amendatory agreement increasing the contract demand of Contract Ispa—445 
from 400 to 450 kilowatts, pursuant to the basic contract: and 

WHEREAS the parties hereto entered into an amendatory agreement on the 14th 
day of October, 1953, under authority of the basic contract, Sections 3 and 4, 
increasing the contract demand from 450 kilowatts to 500 kilowatts; and 

WHEREAS the Municipality is a preferred customer under the Flood Control! 
Act of 1944; and 

WHEREAS the Government has increased the contract demand of various co 
operatives being served by it under like contracts to Contract Ispa 445, for 
period of sixty (60) days and until October 20, 1955, the said cooperatives also 
being preferred customers but not preferred as a Class against municipalities 
and 

WHEREAS the Government is now furnishing approximately 50,000 kilowatts 
of capacity to the Oklahoma Gas and Electric Compauy while its Sulphur gen 
erating plant is being repaired, which repairs we understand will consume ap 
proximately sixty days, and 

WHEREAS the Oklahoma Gas and Electric Company is not a preferred cus 
tomer under the Flood Control Act of 1944; and 

WHEREAS the Government has reinstated its lease agreements with the ge 
erating and transmitting cooperatives, pursuant to legislation and appropriations 
in the 84th Congress of the United States ; and 

WHEREAS the Government has available such additional capacity : 

Now, THEREFORE, in consideration of the premises, and of the mutual covena! 
and agreements herein contained, the parties hereto agree as follows: 

SECTION 1. Section 1, entitled “Service,” of the contract dated July 3, 1951, 
hereby amended to read as follows: 


“SERVICE 


“1. The Government shall sell and deliver to the Municipality, or cause the 
Companies to deliver to the Municipality for the account of the Government, 
and the Municipality shall purchase and receive from the Government, under 
the terms and conditions hereinafter set forth, 800 kilowatts of power and such 
accompanying energy as the Municipality may require.” 

Section 2. This Amendatory Agreement shall become effective on and af! 
the 21st day of August, 1955. 

SEcTION. 3. Except as herein provided, all other provisions of the said Elect 
Service Agreement dated July 3, 1951, shall remain in full force and effect 

Section 4. Standard Provisions.—(a) No person undergoing sentence of im 
prisonment at hard labor shall be employed under this Agreement. 

(b) No Member of or Delegate to Congress, or Resident Commissioner, shal 
be admitted to any share or part of this Agreement, or to any benefit that may 
arise therefrom. 

(c) The Municipality warrants that no person or selling agency has beet 
employed or retained to solicit or secure this Agreement upon an agreement or 
understanding for a commission, percentage, brokerage, or contingent fee, ex 
cepting bona fide employees or bona fide established commercial or selling 
agencies maintained by the Municipality for the purpose of securing business 
For breach or violation of this warranty, the Government shall have the right 
to annul this Agreement without liability or in its discretion to require the 
Municipality to pay, in additon to the contact price or consideration, the fu 
amount of such commission, percentage, brokerage, or contingent fee. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed the day and year first above written in several counterparts, each of 
which shall constitute an original. 

OF AMERICA 
sv [ 
Administrator, Southwestern Power Administration, an agen 
Department of the Interior 
TOWN OF SKIATOOK, OKLAHOMA 
3y MILTON PATRICK, 
President of the Board of Trustees 
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Executed by United States of America, Department of the Interior, acting by 
and through the Southwestern Power Administration, in the presence of: 


Ww. J. SuPerRNAwW, Clerk. 

I,Wm. J. Supernaw, certify that I am the Clerk of the governing board of the 
aforenamed Municipality, and that J. Milton Patrick, who signed this Agreement, 
was then the executive officer of the said governing board and authorized under 
law to sign the said Agreement, and the said Agreement was duly signed by him, 
for and on behalf of the governing board of the said Municipality by authority of 
ane and is within the scope of the powers of said governing board and executive 
olicer. 


Wma. J. SUPERNAW, Clerk. 


CONTRACT NUMBER 
Ispa 445-3 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION 


AGREEMENT BETWEEN UNITED STATES OF AMERICA AND TOWN OF SKIATOOK, OKLA- 
HOMA (INCREASING CONTRACT DEMAND) 


THIS AMENDATORY AGREEMENT, made and entered into this — day of ‘ 
1955, by and between the UNITED STaTES or AMERICA, represented by the Admin- 
istrator, Southwestern Power Administration (hereinafter referred to as the 
“Government”), and the TOWN OF SKIATOOK, OKLAHOMA, a municipal corporation 
organized under the laws of the State of Oklahoma, acting through its duly 
authorized officials (hereinafter referred to as the “Municipality”) : 

WITNESSETH, That, 

WHEREAS, on July 3, 1951, the parties hereto entered into an Electric Service 
Agreement (Ispa-445), which provides, among other things, in Section 3 (a) the 
following: 

“If the municipality needs capacity in excess of its existing contract demand 
for service of its customers, the Government shall furnish such additional power 
capacity at such standard voltage as the Municipality may reasonably specify 
under the same terms and conditions as provided for herein: Provided, That (1) 
the Government has available such additional power capacity and (2) a supple- 
mental agreement in writing is entered into between the parties hereto covering 
such increase”; and 

WHEREAS Section 3 (0) of said contract indicates that it shall be the responsi- 
bility of the Municipality to enter into a contract, proyiding for additional 
capacity ; and : 

WHEREAS Section 4 (a) of the said contract sets forth a responsibility on the 
part of the Municipality and the Government to promote the widespread and 
abundant use of electric power and energy at the lowest possible rates consistent 
with sound business principles ; and 

WHEREAS the only means of the Municipality meeting its duties and obligations 
under the contract, and of the Government in meeting its duties and obligations 
under the contract, is by an amendment increasing the contract demand of the 
said contract; and 

WHEREAS on the 14th day of February 1952, the parties hereto entered into 
an amendatory agreement increasing the contract demand of Contraet Ispa—445 
from 400 to 450 kilowatts, pursuant to the basic contract ; and 

WHEREAS the parties hereto entered into an amendatory agreement on the 14th 
day of October 1953, under authority of the basic contract, Sections 3 and 4, 
increasing the contract demand from 450 kilowatts to 500 kilowatts ; and 

WuerEAs the Municipality is a preferred customer under the Flood Control 
Act of 1944; and 

WHEREAS the Government has increased the contract demand of various coop- 
eratives being served by it under like contracts to Contract Ispa—445, for a period 
of sixty (60) days and until October 20, 1955, the said cooperatives also being 
preferred customers but not preferred as a class against municipalities ; and 

WHuereEaAs the Government is now furnishing approximately 50,000 kilowatts 
of capacity to the Oklahoma Gas and Electric Company while its Sulphur gener- 
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ating plant is being repaired, which repairs we understand will consume approxi- 
mately sixty days; and 

WHEREAS the Oklahoma Gas and Electric Company is not a preferred cus- 
tomer under the Flood Control Act of 1944; and 

WueEnreas the Government has reinstated its lease agreements with the generat- 
ing and transmitting cooperatives pursuant to legislation and appropriations in 
the 84th Congress of the United States ; and 

WHEREAS the Government has available such additional capacity ; 

Now, THEREFORE, in consideration of the premises, and of the mutual covenants 
and agreements herein contained, the parties hereto agree as follows: 

SEcTION 1. Section 1, entitled “Service,” of the contract dated July 3, 1951, is 
hereby amended to read as follows: 


“SERVICE 


“1. The Government shall sell and deliver to the Municipality, or cause the 
Companies to deliver to the Municipality for the account of the Government, and 
the Municipality shall purchase and receive from the Government, under the 
terms and conditions hereinafter set forth, 500 kilowatts of power and such ac- 
companying energy as the Municipality may require. 

“(a) The Government further agrees, for the period from the 21st day of 
August 1955, to and including the 20th day of October 1955, that it shall sell and 
deliver to the Municipality, or cause the Companies to deliver to the Municipality 
for the account of the Government, and the Municipality shall purchase and re- 
ceive from the Government, under the terms and conditions hereinafter set forth, 
250 kilowatts of power and such accompanying energy as the Municipality may 
require. The said 250 kilowatts of energy which shall be furnished during the 
period referred to, shall be in addition to the 500 kilowatts of power provided for 
in Section 1 hereof, and Section 1 (a) herein shall become null and void and in- 
operative as to both parties, on and after the meter reading to be made on the 
20th day of October 1955.” 

SEcTION 2. This Amendatory Agreement shall become effective on and after the 
21st day of August 1955. 

Secrion 3. Except as herein provided, all other provisions of the said Electric 
Service Agreement dated July 3, 1951, shall remain in full force and effect. 

Section 4. Standard Provisions.—(a) No person undergoing sentence of im- 
prisonment at hard labor shall be employed under this Agreement. 

(b) No Member of or Delegate to Congress, or Resident Commissioner, shall 
be admitted to any share or part of this Agreement, or to any benefit that may 
arise therefrom. 

(c) The Municipality warrants that no person or selling agency has been em- 
ployed or retained to solicit or secure this Agreement upon an agreement or under- 
standing for a commission, percentage, brokerage, or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies main- 
tained by the Municipality for the purpose of securing business. For breach or 
violation of this warranty, the Government shall have the right to annul this 
Agreement without liability or in its discretion to require the Municipality to pay, 
in addition to the contract price or consideration, the full amount of such com- 
mission, percentage, brokerage, or contingent fee. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be exe- 
cuted the day and year first above written in several counterparts, each of which 
shall constitute an original. 

UNITED STATES OF AMERICA, 
By ———_ ——_, 
Administrator, Southwestern Power Administration, an agency of the De- 
partment of the Interior. 
Town oF SKIATOOK, OKLAHOMA, 
By J. MriLton Patrick, 
President of the Board of Trustees. 


Executed by United States of America, Department of the Interior, acting by 
and through the Southwestern Power Administration, in the presence of: 


Town oF SKIATOOK, OKLAHOMA, 
3y J. Mriton Patrick, 
President of the Board of Trustees. 
Attest: Wa. J. Supernaw, Clerk. 
[SEAL] 
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I, Wm. J. Supernaw, certify that I am the Clerk of the governing board of 
the aforenamed Municipality, and that J. Milton Patrick, who signed this Agree- 
ment, was then the executive officer of the said governing board and authorized 
under law to sign the said Agreement, and the said Agreement was duly signed 
by him, for and on behalf of the governing board of the said Municipality by 
authority of law, and is within the scope of the powers of said governing board 
and executive officer. 

Wa. J. SUPERNAW, Clerk. 


CONTRACT NUMBER 
Ispa 445-3 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION 


AGREEMENT BETWEEN UNITED STATES OF AMERICA AND TOWN OF SKIATOOK, 
OKLAHOMA (INCREASING CONTRACT DEMAND) 


THIS AMENDATORY AGREEMENT, made and entered into this — day of ———, 
1955, by and between the UNITED STATES OF AMERICA, represented by the Ad- 
ministrator, Southwestern Power Administrator (hereinafter referred to as the 
“Government”’), and the TOWN oF SKIATOOK, OKLAHOMA, a municipal corporation 
organized under the laws of the State of Oklahoma, acting through its duly 
authorized officials (hereinafter referred to as the ‘“Municipality”) : 

WITNESSETH, That, 

WHEREAS On July 3, 1951, the parties hereto entered into an Electric Service 
Agreement (Ispa—445), which provides, among other things, in Section 3 (@) 
the following: 

“If the Municipality needs capacity in excess of its existing contract demand 
for service of its customers, the Government shall furnish such additional 
power capacity at such standard voltage as the Municipality may reasonably 
specify under the same terms and conditions as provided for herein: Provided, 
That (1) the Government has available such additional power capacity and 
(2) a supplemental agreement in writing is entered into between the parties 
hereto covering such increase” ; and 

WHEREAS Section 3 (0b) of said contract indicates that it shall be the respon- 
sibility of the Municipality to enter into a contract providing for additional 
capacity ; and 

WHEREAS Section 4 (a) of the said contract sets forth a responsibility on 
the part of the Municipality and the Government to promote the widespread 
and abundant use of electric power and energy at the lowest possible rates 
consistent with sound business principles ; and 

WHEREAS the only means of the Municipality meeting its duties and obli- 
gations under the contract, and of the Government in meeting its duties and 
obligations under the contract, is by an amendment increasing the contract 
demand of the said contract; and 

WHEREAS on the 14th day of February 1952, the parties hereto entered into 
an amendatory agreement increasing the contract demand of Contract Ispa—445 
from 400 to 450 kilowatts, pursuant to the basic contract ; and 

WHEREAS the parties hereto entered into an amendatory agreement on the 
14th day of October 1953, under authority of the basic contract, Sections 3 and 
4, increasing the contract demand from 450 kilowatts to 500 kilowatts; and 

WHEREAS the Municipality is a preferred customer under the Flood Control 
Act of 1944; and 

WHEREAS the Government has increased the contract demand of various 
cooperatives being served by it under like contracts to Contract Ispa 445, for 
a period of sixty (60) days and until October 20, 1955, the said cooperatives also 
being preferred customers but not preferred as a class against municipalities ; and 

WHEREAS the Government is now furnishing approximately 50,000 kilowatts 
of capacity to the Oklahoma Gas and Electric Company while its Sulphur gen- 
erating plant is being repaired, which repairs we understand will consume 
approximately sixty days; and 

WHEREAS, the Oklahoma Gas and Electric Company is not a preferred customer 
under the Flood Control Act of 1944; and 

WHEREAS, the Government has reinstated its lease agreements with the gen- 
erating and transmitting cooperatives, pursuant to legislation and appropriations 
in the 84th Congress of the United States; and 
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W HEREAS, the Government has available such additional capacity : 

Now, THEREFORE, in consideration of the premises, and of the mutual covenants 
and agreements herein contained, the parties hereto agree as follows: 

SEcTION 1. Section 1, entitled “Service,” of the contract dated July 3, 1951, 
is hereby amended to read as follows: 


**SERVICE 


“1. The Government shall sell and deliver to the Municipality, or cause the 
Companies to deliver to the Municipality for the account of the Government, 
and the Municipality shall purchase and receive from the Government, under 
the terms and conditions hereinafter set forth, 500 kilowatts of power and such 
accompanying energy as the Municipality may require 

“(a) The Government shall sell and deliver to the Municipality, or cause the 
Companies to deliver to the Municipality for the account of the Government, and 
the Municipality shall purchase and receive from the Government, under the 
terms and conditions hereinafter set forth, an additional 250 kilowatts of power, 
and such accompanying energy as the Municipality may require, the said 250 
kilowatts of power to be delivered to the Municipality only if the same is avail- 
able, and the Municipality to pay for such power, under the terms and condi 
tions of this contract, only if the same is delivered.” 

SecTIon 2. This Amendatory Agreement shall become effective on and after 
the 21st day of August, 1955. 

SECTION 3. Except as herein provided, all other provisions of the said Electric 
Service Agreement dated July 3, 1951, shall remain in full force and effect. 

Section 4. Standard Provisions.—(a) No person undergoing sentence of im- 
prisonment at hard labor shall be employed under this Agreement. 

(b) No Member of or Delegate to Congress, or Resident Commission, shall 
be admitted to any share or part of this Agreement, or to any benefit that may 
arise therefrom. 

(c) The Municipality warrants that no person or selling agency has been em- 
ployed or retained to solicit or secure this Agreement upon an agreement or un- 
derstanding for a commission, percentage, brokerage, or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies main- 
tained by the Municipality for the purpose of securing business. For breach or 
violation of this warranty, the Government shall have the right to annul this 
Agreement without liability or in its discretion to require the Municipality to 
pay, in addition to the contract price or consideration, the full amount of such 
commission, percentage, brokerage, or contingent fee. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed the day and year first above written in several counterparts, each of 
which shall constitute an original. 

UNITED STATES OF AMERICA, 
By ~——- ————-, 
Administrator, Southwestern Power Administration, an agency of the 
Department of the Interior. 


Executed by United States of America, Department of the Interior, acting by 
and through the Southwestern Power Administration, in presence of: 
"Witness 
Witness : 
TOWN OF SKIATOOK, OKLAHOMA, 
3y J. MILTON PATRICK, 
President of the Board of Trustees 
Attest: 
[SEAL] 
Wm. J. SuPERNAW, Clerk. 


I, Wm. J. Supernaw, certify that I am the Clerk of the governing board of 
the aforenamed Municipality, and that J. Milton Patrick who signed this Agree 
ment, was then the executive officer of the said governing board and authorized 
under law to sign the said Agreement, and the said Agreement was duly signed 
by him, for and on behalf of the governing board of the said Municipality by 
authority of law, and is within the scope of the powers of said governing board 
and executive officer. 

Ww. J. SuPERNAW. Clerk 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


FRIDAY, SEPTEMBER 2, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON PusLIc Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Atlanta, Ga. 


The subcommittee met, pursuant to notice, at 9 a. m., in Room 422, 
507 Peachtree Seventh Building, Atlanta, Ga., Representative Earl 
Chudoff (chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Jones of 
Alabama, Moss, Fascell, and Jonas. 

Also present: Representative Henderson Lanham, H. Vance Austin, 
associate counsel, James Lanigan, subcommittee counsel, and Arthur 
Perlman, staff director. 

Mr. Cuuporr. The subcommittee will be in order. 

I would like to start the proceedings by offering a short statement. 

We appreciate everyone coming to Atlanta today to give us informa- 
tion that the Congress of the United States needs. We Congressmen 
need that information to know how the laws that we have passed are 
being lived up to and what new laws might be needed. 

Complaints have reached us that agencies of the Federal Govern- 
ment charged with the sale of federally generated electric power are 
not selling that power according to the sections of the law that are 
usually referred to as preference laws. These laws provide generally 
that public bodies, municipal electric systems, and REA-financed co- 
operatives shall have the first call on the power. 

We understand, for instance, the large blocks of power from the 
John H. Kerr and the Clark Hill Dams are still not under contract 
for the preference customers to whom they are allocated. We came 
here to find out from the preference customers involved what circum- 
stances have caused this long delay. We are asking the people that 
are going to be heard today to tell us what they know about this 
situation. 

Before we start, is Mr. Bennett, who represents the Interior Depart- 
ment in the room? Well, in all probability he thought that we were 
starting at 10 o’clock. Mr. Perlman, if he should come in, will you call 
my attention to it ? 

‘Before calling the first witness, I want to make some statements to 
correct the record. It appears in the Atlanta Constitution of this 
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morning, there is an article which headlines as follows: House Power 
Group Kills SE Units’ Bid for Hearing. 
It isa very short article and I would ‘Tike to read it into the record: 


Columbia, S. C., September 1(AP)—A congressional committee studying the 
Government's public-power policies has informed a group of Southeastern publie 
utilities representatives it cannot hear them when it meets in Atlanta Friday. 

The utilities group asked to be heard on matters dealing with the Southeastern 
Power Administration, the agency which markets hydroelectric power from the 
Government’s Clark Hill Dam on the $ Savannah River. 

Arthur M. Williams, staff counsel of South Carolina Electric & Gas Co. said 
“we felt we have a good working know ledge” of the agency's operations and 
transactions and “that the committee ought to hear us.” 

He said Representative Chudoff (Democrat-Pennsylvania), chairman of the 
Public Works and Resources Subcommittee of the House Committee on Govern- 
ment Operations, telegraphed him that the group, now on a southern itinerary, 
“couldn't hear us Friday in Atlanta but might hear us in November or December 
‘if, as and when’ further hearings are held.” 

Williams said representatives of his company, Georgia Power Co., Virginia 
Electric Power Co., and Carolina Power & Light Co. composed the group that 
wanted to appear before Chudoff’s committee. 

He added that some of them would go to Atlanta anyway in hope of seeing 
the committee. 

Now in order that we may keep the record straight, I would like to state that 
I received on Tuesday and Wednesday in Springtield, Mo. a series of telegrams 
from representatives of these utility companies requesting the right to be heard 
in Atlanta. 

Mr. Fascett. What date was that, Mr. Chairman? 

Mr. Cuuporr. The 30th and 31st of August. As you know, we don’t go out 
on these trips overnight. We don’t make up our minds at 2 o’clock and start 
out at 8 o’clock. These are planned as an itinerary. We are going to be in Denver 
and Idaho Falls next week, and the following week in San Francisco. We have 
to plan these trips in advance, and we did not receive the request until early this 
week. 

Nevertheless, I answered by saying that we had a schedule, we had a program 
of witnesses, and that we couldn’t hear them, but we might be able to hear 
them later on in Washington if we decided to have further hearings. 

And in answer to the newspaper article that appeared in the Atlanta Constitu- 
tion this morning, I would “i to make this statement. In a recent comment 
reported in the press Arthur M. Williams, staff counsel of the South Carolina 
Electric and Gas Co., eee misrepresented the scope of the present hearings 
of the Public Works and Resources Subcommittee. 

We are studying the relationship between preference agencies, as defined by 
Congress, and the present administration of the Department of the Interior. 
Private utility companies which do not, under existing statutory provisions, 
enjoy the status of preference agencies are not a part of our present study. 

For this reason we denied a belated request from the group of private utilities 
for which Williams sought to appear during our hearings in Atlanta. 

If our schedule of hearings in the South and the Far West further develops 
a pattern showing that the Secretary of the Interior is circumventing laws giving 
public agencies a preference to public power, it may then be very well for the sub- 
committee to schedule further hearings and examine the specific relationship 
between the Department of the Interior and the private utilities. 

We intend to place in the record of our hearings a full and complete record 
of any instances where the private utility companies appear to enjoy a powerful 
influence with the Department of the Interior to the detriment of these public 
agencies which are legally entitled to preference in the sale of public power. 
I think that answers the question. 


Has Mr. Bennett come in? I am talking about Mr. Bennett, the 
counsel for the Secretary of the Interior, who is the so-called liaison 
officer between the Congress and the Department of the Interior. 

W oo 1 you call the first witness, Mr. Austin ? 

Mr. Austin. I would like to call Mr. Alex Hudgins. Mr. Hudgins, 
I believe you are manager of the Virginia Electric Statewide Co-op, 
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but would you give us your exact official title and the official title of 
your organization ¢ 


STATEMENT OF ALEXANDER HUDGINS, EXECUTIVE SECRETARY, 
VIRGINIA ASSOCIATION OF ELECTRIC CO-OPS; EDITOR OF THE 
NEWSPAPER RURAL VIRGINIA; AND MEMBER OF THE LEGISLA- 
TIVE COMMITTEE OF THE NATIONAL RURAL ELECTRIC COOP- 
ERATIVES ASSOCIATION, REGION 1 


Mr. Huperns. Mr. Chairman and gentlemen of the committee. m 
name is Alexander Hudgins, and I am executive secretary of the Vil 





ginia Association of Electric Cooperatives and editor of their stat 
wide newspaper, Rural Virginia. I also serve as a member 
legislative committee of the National Rural Electric Cooperatives A 
sociation, represent ng region l, whic] ncludes the States fror Ni 


Carolina north tl rough New Eng! ina. 

Mr. Cuuporr. Mr. Hudgins, do you have a statement that 
like to present ‘ 

Mr. Huperns. I do not have a prepared statement, si I have on 
a few notes, and I will be very brief in my report to you. 

Mr. Cuvporr. Will you proceed ‘ 

Mr. Hupeins. Thank vou, sir. 

We recognize ag power of the commercial utilities in the rura 
tric systems as necessary in the distribution of power. TI 
definite place in the economy of our Nation for both. 

Under the Flood Conti LA 7 f 1944 as we sx t. there 
definite responsibilities placed on the Government for the s 
rn from hydro projects. 

That it be use’ d inthe most widespread manne 
Th: if it be Sol ld: it the lowest pr ssible rates. 
In kee ping W vith sound | les. 
To make ire of the rec very ot the cost of he proj t. that I i 
which is charged to hydro power. 

With the preference rights spelled out as a res 
Government under the Flood Control Act, we con 
Federal hydro projects the preference rights can be pro] 
without the violation of any of these responsibilities. 

With that in mind, gentlemen, let me tell you the story of 


ohm wh 
/ 
/ 
/ 
~ 
/ 


of certain federally owned hydro power to 12 rural electric syst n 
Virginia in which we think all 4 of the responsibilities of the Flood 


Control Act of 1944 are met, and both the rural electric systems and 
the commercial utility involved are reasonably satisfied. 

True, our Virginia situation did not reach the present 
without many, m any con ferences, legislative efforts, court cases and a 
surrender of certain economic situatior Bu t we strongly recommend 
our arrangement as the best basis fo iT the 


isposal of federally owned 


rT 1 : } 


hydro power under the preference clause of the Flood Control Act of 
1944 in keeping with these four coli te re responsibilities placed on the 
Government in the sale of that commodity 

The Virginia Electric Power Co, wh sich is the commercial utility 
involved in the Kerr project at the Buggs Island Reservoir. The 
John H. Kerr project at this reservoir 1s—— 
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Mr. Jones. At that point, Mr. Hudgins, do you know whether the 
Virginia Electric Power Co. opposed the construction of the Buggs 
Island Dam? 

Mr. Huperns. Yes, sir, they did oppose it, sir. 

Mr. Jones. Do you know of any other project where hydro was de- 
veloped in the State of Virginia that the Virginia Electric Power Co. 
did not oppose ? 

Mr. Huperns. No, sir. 

Mr. Jones. Isn’t it a fact that the most recent was the modification 
of the authorization in the Salem Church project ? 

Mr. Huperns. That’s correct, sir. 

Mr. Jones. They opposed that project. 

Mr. Huperns. That’s correct, sir. 

Mr. Jones. And they opposed it in 1946 when it was originally au- 
thorized, and last year when it was modified by an amendment to the 
1946 act. 

Mr. Huperins. That’s correct, sir. 

Mr. Jones. So their record is consistent in opposing all these proj- 
ects prior to their authorization in the Congress? 

Mr. Huperns. That’s correct, sir. 

Mr. Cuvuporr. To the members of the committee, we had several 
members of the committee meet us in Atlanta, and we found that for 
practical purposes we couldn’t possibly hear all the witnesses unless 
we allowed them to finish their first preliminary and direct statement 
before asking questions, so I would like to ef the members of the 
subcommittee to indulge the witnesses and let them finish their first 
statement before asking any questions, because we will find we will 
run way behind schedule and we won’t be able to hear some of the 
witnesses, 

You may proceed, Mr. Hudgins. 

Mr. Huperns. I had identified Virginia Electric Power Co. as a 
commercial utility and the John H. Kerr project as the hydro project 
involved. 

There are two rural electric systems that served approximately 
80,000 member consumers or approximately 85 percent of the mem- 
ber consumers of all of the rural electric systems in Virginia which 
are now receiving hydro power from the John H. Kerr project. There 
are 16 rural electric systems in Virginia. Before the Kerr project, 
the rural electric systems were paying approximately 1.6 cents for 
electric power. The rural electric systems worked for the building 
of the Kerr project, and after it was built, worked for the ability to 
get from the Kerr project the hydro power under the rights of the 
Flood Control Act of 1944. 

I mentioned a few minutes ago that there were many conferences, 
legislative reports and court cases, and as a result of those, we have 
worked out an agreement whereby we are receiving 60,000 kilowatts 
of the power, 180,000 being the total amount available from the Kerr 
yroject, 

Mr. JONES. What percent is prime and what percent is dump 
yower ¢ 
, Mr. Hvuperns. I don’t believe I can answer that in detail, sir. 

In order to get a contract so that we could have this power. there 

were three involved situations. The Old Dominion Super Electric 
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Cooperative, the Langley Field lines and certain economic considera- 
tions were involved. 

May I say that our contract is with Southeastern Power Ad- 
ministration for the delivery of this power to our rural electric systems 
wheeled to us by the Gov ernment over the Vi irginia Electric & Power 
Co. transmission lines, firmed up by the Virginia Electric & Power 
Co. in a contract with the Government for this firming power, and sold 
to us by the Government through the Southeastern Power Administra- 
tion. The cost of this power to us today is approximately 7 mills. 

There are several cooperatives that have a price less than that. 
Five of our twelve rural electric systems have used all that they can 
get from the Kerr project, and have gone into a secondary contract 
with the Virginia Electric & Power Co., the rate being 7.5 mills. 

Had it been necessary for us to purchase all of our power at that 
rate, or may I put it the other way, by having Kerr project power avail- 
able during the 12-month period, we saved approximately $125,000, 
the difference in the rate of what we are now paying and the rate 
we would have had to pay at 7.5. However, those in our system that 
have exhausted the supply have gone to the 7.5 for their ‘additional 
power, in order to supply their member consumers. 

In order to get our rate down to where it is now, that is the 7.5 
rate, we asked for $15 million approximately from the Rural Electri- 
fication Administration to build a steam plant to firm up the power 
from the Kerr project so that we could have our power direct from the 
dam. 

We were successful in getting the money, but we were unsuccessful 
in getting the Virginia regulatory body, the State Corporation Com- 
mission, to approve that development of that steam plant. 

Later the Langley Field line came in and the Congress of the United 
States appropriated or was about to appropriate money for this line 
from Kerr project to Langley Field, and that assisted us in our 
negotiations with the Virginia Electric & Power Co., and I would 
like to read into the record a statement of Mr. T. Justin Moore, vice 
president and general counsel of the Virginia Electric & Power Co. 
at a hearing before a subcommittee of the Committee on Ap- 
propriations at the 82d Congress in which he said: 

We had problems that we felt were all our own. As you may recall, we had a 
very difficult controversy with this supercooperative in Virginia, the Old Do- 
minion Cooperative, which we finally defeated before the Virginia Commission. 
In connection with that litigation we found ourselves in a position where we 
felt it was quite necessary to work out an agreement, if we possibly could. 

We really became convinced, I will put it that way, that you gentlemen were 
probably going to make appropriations if we did not in some way get together. 
We just did everything we could. 

Now you might ask why are we here with this story. 

That contract that we have with Southeastern Power Administra- 
tion for the delivery of the Kerr power to our rural electric systems 
has attached to it a letter which indicates that at any time that the 
Department of the Interior offers a contract for the sale ‘of hydro power 
at a price or in a manner or under conditions that the Virginia Electric 
& Power Co. think it more advisable for them to have than what they 
now presently have, they can cancel that contract with the Government 
and proceed to get a contract similar to the one which might then be in 





444 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


force, be used by the Department of the Interior for sale of hydro 
power at other points. 

We would like to call to your attention, sir, that of that 180,000 
kilowatts, there are 60,000 allocated to the State of North Carolina. 
Those 60,000 have never been delivered to the State of North Carolina, 
we think, because an agreement similar to ours has never been 
developed. 

In a report, the House committee report expressly recognized that 
in Interior’s inability to contract for the sale of the North Carolina 
portion of the John H. Kerr power has cost the United States Gov- 
ernment $868,000, and has strongly urged Assistant Secretary Aandahl 
to take immediate and effective steps to stop the unnecessary loss of 
revenue, 

The Senate committee report similarly strong, states that the com- 
mittee expected that unless a wheeling contract for North Carolina 
were executed by Interior, funds would be included in the fiseal 1957 
budget for Federal transmission lines in that State. 

So you see, gentlemen, we have a definite stake in this sale of hydro 
power both in North Carolina because the project, the Kerr project 
must be paid out, and if the Government is losing $868,000, it can 
later reflect in our rates. 

And we also find that if a contract is so written that could appear 
to be of more value to the Virginia Electric & Power Co., we might 
lose the present favorable rate which we now have for power from 
Kerr project. 

You see, gentlemen, we could get hurt in Virginia, and that is why 
I am here, to tell you our story and our problem in the use of the 
power that is available to us from the Kerr project. 

Thank you, Mr. Chairman. 

Mr. Cruporr. Before proceeding with questions, I would like at 
this time to announce that the committee is deeply honored in hay- 
ing with us today Congressman Lanham of Georgia, who has taken 
time from his busy activities to come here to Atlanta for the pur- 
pose of sitting in with this committee and hearing the story of all 
of the witnesses. Congressman Lanham can always be depended on 
to study carefully the problems of his constituents, and Congress- 
man Lanham, we are always happy to have you aboard. 

Mr. Lannam. Mr. Chairman, I would like to say a word of wel- 
come to all of the members of the committee and the staff and others 
who are visiting Georgia to attend this hearing. We are happy to 
have you with us, and I am going to listen with a great deal of interest 
to the proceedings today. 

Mr. Cuvporr. Mr, Jones, do you have any questions? 

Mr. Jones. Mr. Hudgins, do you recall the amounts or the divisions 
of cost on the John Kerr project ? 

Mr. Hupeins. No, sir. 

Mr. Jones. You don’t know the amount allocated to flood control 
and the generation of hydroelectric power, the specific breakdown ? 

Mr. Huperns. I do not have that, sir. 

Mr. Jones. So consequently I don’t think we have that report to 
make an estimate on the project as to what the power generated at 
John Kerr or Buggs Island was supposed to have cost. 

Mr. Huperns. I understand, sir, that the rate we are paying is the 
rate that we pay the project out at. 
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Mr. Jones. What transmission facilities carry the power from Buggs 
Island to the distributors, both to the Virginia Electric Power Co. and 
the cooperatives / 

Mr. Huperins. The Virginia Electric & Power Co. transmission line 
to the bus bar brings the hydro power to our rural electric systems. 

Mr. Jones. And the only facility there for the Ceporttincn: of that 
energy is through the lines ‘of the Vi irginia Electric Power Co.; is that 
correct ? 

Mr. Hupains. That's correct, sir. 

Mr. Jonrs. So it was a result of a contract made with the Depart 
ment of the Interior after the utilities were unable to delete an appro 
priation item that would have provided for transmission lines; isn’t 
that true? 

Mr. Hupaeins. That's correct, sir. 

Mr. Jones. As a matter of fact the transmission facility at Langley 
Field, one of the large Federal consuming installations ‘in that area, 
is served by the Virginia E — Power Co.; isn’t that correct ? 

Mr. Huvetns. That's r ight, si 

Mr, Jones. So it is a a bus bar arrangement for the utility / 

Mr. Huperns. Correct, sir. 

Mr. Jones. And the only preference option being exercised there 
is a secondhand arrangement of obtaining Government produced 
power through the Virginia Electric Power Co. ? 

Mr. Hupetns. Yes, sir. 

Mr. Jones. Your cooperative didn’t have sufficient funds nor credit 
to construct those transmission lines, did it ? 

Mr. Huparns. We were not able to construct those in the ease of the 
Old Dominion because were were denied the right by the State regu 
latory body. 

Mr. JoneEs. Why have you been denied the authority to construct a 
steam plant ¢ 

Mr. Hupeins. By the State, sir? 

Mr. Jones. Yes. 

Mr. Hupeins. Evidence will show that witnesses indicated that the 
Virginia Electric & Power Co, would and could serve us at a rate that 
would be cheaper and more feasible than for the State regulatory 
body to permit us to invest $15 million for a steam plant to firm up 
Kerr project. 

Mr. Jones. And what is the life of the contract with the Virginia 
Electric & Power Co. on the rate established in the initial contract ? 

Mr. Hupeins. Ten years, sir. 

Mr. Jones. Ten years / 

Mr. Hupeins. From the start, 

Mr. Jones. At the expiration of 10 years the increased load would 
make you further dependent on Virginia Electric Power as a source 
of energy to furnish your customers at the expiration of the contract. 

Mr. Hupains. That’s correct. 

Mr. Jones. Therefore, you are in no bargaining position, and at 
the end of 10 years you are going to have to take from the Vi irginia 
Electric Power Co. or go out of business. 

Mr. Hupeins. Or go through the same process again. 

Mr. Jones. What margin of excess power do you have in your area 
served by the cooperatives ? 


F197 56 30 
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Mr. Huperns. Five of our 12 have used all of the available power 
from the Kerr project, and are now on the secondary contract at 7.5 
mills from Vepco. 

Mr. Jones. So that the reason the Virginia Electric & Power Co. 
opposed the construction of the Salem Church project, was because 
there was no need for the power. 

Mr. Huperns. They stated at the hearing on the Salem Church 
project that there was sufficient power available in the vicinity of 
Salem Church Dam. 

Mr. Jones. Do you know what constructions are now going on by 
the Virginia Electric & Power Co. for new generating capacity ? 

Mr. Huperns. Not in detail, but they referred in their Salem Church 
that they had just brought into line the Possum Point plant near 
Quantico, and because of that they were able to serve anything 

Mr. Jones. That isa steam project ? 

Mr. Huperns. That’s correct. 

Mr. Jones. Do you know what percent tax amortization they were 
able to obtain on that project ? 

Mr. Huperns. I do not have those figures, sir. 

Mr. Jonres. Do you know how much tax amortization the Virginia 
Electric & Power Co. has obtained since the Defense Production Act 
of 1950? 

Mr. Huperns. I do not have those figures in my mind, but it is a 
tremendous amount, sir. 

Mr. Jones. They haven’t gone begging, have they ? 

Mr. Huperns. Not at all, sir. 

Mr. Jones. They keep their applications pending? They keep 
applications pending for tax amortization when there is new 
generating 

Mr. Huperns. I believe that is presently done, but up until recently 
they were pending and they did use it. 

Mr. Jones. It is dormant now. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. On this 60,000 kilowatts that is committed to North 
Carolina, what is the disposition that is made of it? 

Mr. Hunerns. 30,000, I believe, is available to the preference cus- 
tomers and 30,000 to the commercial utilities. 

Mr. Moss. And on what basis is it available to the commercial 
utility ? 

Mr. Huperns. I don’t believe I understand your question, sir. 

Mr. Moss. Well, is it at the same rate you pay or is it at a cheaper 
rate because it is presently committed elsewhere and is only available 
on an interim basis? 

Mr. Huperns. That 60,000 kilowatts, sir, is the percentage allocated 
to North Carolina, and has been made available to the Virginia Electric 
& Power Co. on a temporary basis until such time as Interior is able 
to make a delivery of that to the proper, rightful owners in North 
Carolina. 

Mr. Moss. So at the moment the power company is the beneficiary 
of the inability of the Government to deliver it to the preference 
customers ? 

Mr. Huperns. That is correct, sir, to the extent of $868,000, accord- 
ing to the report of the House committee. 
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Mr. Moss. The $868,000 loss occurring because of some—— 

Mr. Hunerns. Because of the delivery of that power to its rightful 
owners in Carolina on the same type basis I assume that it is now being 
sold at project rates in Virginia. 

Mr. Moss. What remuneration does Vepco receive under this wheel- 
ing arrangement? How are they compensated for their wheeling? 

Mr. Huperns. You are asking an engineering question, and as near 
as I can answer that, sir, is that they are paid an amount for the 
delivery of this power from Kerr project to the rural electric systems 
plus an amount necessary to firm up that power so that it can be of 
value to the rural electric systems. 

Mr. Moss. Do they receive also a block of power ? 

Mr. Huperns. That’s correct. 

Mr. Moss. As part of the compensation ? 

Mr. Huperns. That’s correct, sir. 

Mr. Moss. And that would have a variable value ? 

Mr. Huperns. That’s correct, sir. 

Mr. Moss. I think these are all the questions I have at the moment, 
Mr. Chairman. 

Mr. Jones. Mr. Fascell ? 

Mr. Fascet. I don’t think I have any questions. 

Mr. Jones. Mr. Jonas? 

Mr. Jonas. I have one or two questions so I can get all the facts 
in my own mind. The installed capacity of Kerr Dam is how many 
kilowatts ? 

Mr. Huperns. 180,000. 

Mr. Jonas. Two-thirds of that is allocated to Virginia and one- 
third to North Carolina? 

Mr. Huperns. That’s correct, sir. 

Mr. Jonas. Did you say you were now receiving 60,000? 

Mr. Huperns. That’s right, sir. 

Mr. Jonas. That is not two-thirds of 180,000, is it ? 

Mr. Huvperns. In the rural electric systems two-thirds is made 
available to Virginia, sir, not to the preference customers. 

Mr. Jonas. Oh, the State of Virginia ? 

Mr. Huperns. That’s correct, sir. 

Mr. Jonas. But the 60,000 you are now using 

Mr. Huperns. Is the preference part. 

Mr. Jonas. Is your total allocation. 

Mr. Huperns. That’s right, sir. 

Mr. Jonas. All you are entitled to under the original allocation. 

Mr. Huperns Under the present allocation; yes, sir. 

Mr. Jonas. Now, 60.000 would have been reserved to North 
Carolina. . 

Mr. Huperns. That’s correct, sir, of which half is reserved for the 
preference customers in North Carolina. to 7 

Mr. Jonas. So with respect to the other one-third which was origi- 
nally allocated to the State of Virginia, it is now being used and fur- 
nished to the private utilities. 

Mr. Huperns. That’s correct, sir. 

Mr. Jonas. How long has that situation existed ? 

Mr. Huperns. That has existed ever since the wheeling and firming 
contract was made between the Department of the Interior and the 
Virginia Electric & Power Co. for the delivery of our one-third to 
the preference customers. 
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Mr. Jonas. When was that, sir / 

Mr. He DGINS. 1952, I believe. 

Mr. Jonas. I believe you said that you find the contract satisfactory 
to your organization and the co-ops with the qualification that you 
don’t know what will h: appen when the present contract expires. 

Mr. Huperns. Sir, I believe I said it was reasonably satisfactory. 

Mr. Jonas. Under that contract you are paying 7 mills under your 
demand contract ? 

Mr. Hvuperns. Slightly under 7, sir. 

Mr. Jonas. Slightly under 7? 

Mr. Hvuperns. It varies with each of the rural electric systems an 
average of slightly under 7 mills. 

Mr. Jonas. How much firming energy is added to that 30,000 kilo- 
watts to supply your requirements? 

Mr. Hvperns. You mean the 60,000 kilowatts? 

Mr. Jonas. Yes. 

Mr. Huperns. I do not have that, sir. 

Mr. Jonas. You know how much you consume in a year. 

Mr. Huperns. I know how much the Department of Interior pays 
in dollars and cents for that firming power. 

Mr. Jonas. How much does that amount to in the course of a year / 

Mr. Huperns. It varies, sir. 

Mr. Jonas. Of course, it would vary depending on how much you 
use, wouldn’t it / 

Mr. Hvupetns. Yes, sir. I don’t believe that you could give an 
accurate figure. 

Mr. Jonas. Say. for last year. You said you have the figures. 

Mr. Heuperns. I have figures for 6 months, February, March, April, 
May, June, and July of this year. 

Mr. Jonas. Of this year ¢ 

Mr. Huperns. Yes, sir, and in dollars and cents they paid VEPCO 
$40,000 in February, nothing in March, $8,000 in April, $24,000 in 
May, $35,000 in June, and $52.000 in July for the firming of this. 

Mr. Joxas. What does that add up to for 6 months? 

Mr. Huperns. About $140,000, sir. 

Mr. Jonas. Would it be fair to assume that the cost would roughly 
be $280,000 a year, then / 

Mr. Hupeins. I would not answer that, sir. I have just been 
handed the official report of the Southeastern Power for the cost of 
firming for 1954 for the on and off peak for a total of $589,160, 

Mr. Jonas. $589,000 what ? 

Mr. Huperns. $160. 

Mr. Jonas. Now does that include cost of power and wheeling 
charges ¢ 

Mr. Huperns. No, sir. 

Mr. Jonas. Only wheeling charges? 

Mr. Huperns. That is the firming, sir. You asked for the firming. 
Now you want the wheeling ? 

Mr. Jonas. Yes. 

Mr. Hvuperns. Wheeling for the period amounted to $308,129. 

Mr. Jonas. Now, the $308,829, this figure you give—— 

Mr. Huperns. 129, sir. 

Mr. Jonas. Is the amount the Government paid the company to 
wheel the 60,000 kilowatts and make it available to your system ? 
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Mr. Huperns. That is correct, sir. 

Mr. Jonas. And the $589,160 is the amount the private utility re- 
ceived-for its firming power ? 

Mr. Hupeins. That’s correct, sir. 

Mr. Jonas. But you don’t have the kilowatts involved ? 

Mr. Hupeins. Yes, sir. The kilowatts on this report, sir, off-peak 
firming, was 59 million kilowatt-hours. That is on the peak, excuse 
me, on-peak firming, off-peak was 70 million. 

Mr. Jonas. Tell me, please, whether the wheeling cost, the $308,129 
for 1954—is that paid by you or by the Government from appropri- 
ations ? 

Mr. Huperns. That is paid out of the earning of the project. 

Mr. Jonas. You mean you think the 7-mill rate includes that ? 

Mr. Huperns. Tous? 

Mr. Jonas. Yes. 

Mr. Hupeins. Yes, sir. 


Mr. Jonas. That is included, the wheeling charges and the cost of 


the firming power are all included in the amounts you pay for the 
power. 

Mr. Huperns. Yes, sir. 

Mr. Jonas. Do you know what items go into the administration 
costs of the Southeastern Power provided by the Government outside 
of power revenues’ Is there anything other than administration 
costs ¢ 

Mr. Huperns. You mean in the operation of Southeastern Power. 

Mr. JONAS. Yes. 

Mr. Hvcperns. I do not know the exact figures for operation of that, 
sir. 

Mr. Jonas. That is all. 

Mr. Jones. Mr. Chairman, I have one more question that I would 
like to pursue. Do you know the amounts paid per kilowatt to the 
Virginia Electric Power Co. for the wheeling of this power / 

Mr. Huperns. I do not have that figure, sit Her 
report, sir, if you would like me to read it. 

Mr. Jones. I would like to have it. 

Mr. Huperns. The total energy wheeled, 
1.385 mills per kilowatt-hour. 

Mr. Jones. 1.38 per kilowatt-hour of the 60,000 kilovolts that you 
have in Virginia. What is the average distance of the transmission / 

Mr. Huperns. Average distance ? 

Mr. Jonas. Bob, would you vield before he answers that / 

Mr. Jones. Yes. 

Mr. Jonas. Did you mean per kilowatt-hour or per kilowatt 

Mr. Jones. Per kilowatt-hour. Do you know what the average 
distance is? 

Mr. Hupeins. We have 1 rural electric system 20 miles from the 
project, and we have another system 149 miles, I believe. 

Mr. Jones. Does the cooperative 20 miles from the generating site 
pay 1.38 mills for its tral smission ? 

Mr. Hupaerns. There are two zones for wheeling. In zone 1 there 
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were 110 million kilowatt-hours wheeled at a $110.419 wheeling charge. 
In zone 2 there is 112 million kilowatt-hours wheeled at a cost of 


$197,000. 
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=. Jones. Roughly, it is $307,000 that you paid in transmission 
cost £ 

Mr. Huperns. Pardon me, sir? 

Mr. Jones. Roughly, it is $307,000 that the cooperatives pay to the 
Virginia Electric & Power in transmission costs ? 

Mr. Huperns. $308,129, sir. 

Mr. Jones. What is the value of the properties employed in the 
transmission line that wheels this power ? 

Mr. Huperns. I could not answer that, sir. You are talking about 
the value of the VEPCO lines? 

Mr. Jones. That’s right. 

Mr. Huperns. No, sir; we don’t have that figure. 

Mr. Jones. What would it cost to construct similar transmission 
facilities to take care of this transmission problem ? 

Mr. Huperns. That, I believe, sir, is an engineering question and 
I would not attempt to answer it. 

Mr. Jones. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Hudgins, in response to the question of how satis- 
factory a contract you have with VEPCO, you said it was, I believe, 
reasonably satisfactory. 

Mr. Huperns. Reasonably satisfactory. 

Mr. Moss. Do you mean by that that it is the one containing the 
least number of objectionable features that could be accepted by and 
lived with by the co-ops? 

Mr. Huperns. I believe that is a good definition, sir. 

Mr. Moss. And it was secured only after you had considerable lever- 
age because of possible actions of Congress. 

Mr. Huperns. That’s correct, sir. 

Mr. Moss. It was one that you could not have gotten had you not 
been in a position to exert a little countezpressure. 

Mr. Hvperns. That’s correct, sir. 

Mr. Moss. And you are fearful that when it expires, you may not 
have the counterpressure and therefore might get a much more dis- 
advantageous contract. 

Mr. Huperns. That is true, and we are also fearful that Interior 
may so write another contract that ours would expire before its pres- 
ent expiration date, sir. 

Mr. Moss. And that could be the contract which has been headlined 
in the last few days, I am inclined to believe as a result of these sched- 
uled hearings with Georgia Electric Power Co. 

Mr. Huperns. From newspaper reports it has such indication, sir. 

Mr. Moss. To your knowledge, have any of the co-ops been con- 
tacted in connection with the negotiations on that contract ? 

Mr. Huperns. By whom, sir? 

Mr. Moss. By the Department of the Interior. 

Mr. Huperns. In Virginia? 

Mr. Moss. In Virginia, or elsewhere. 

Mr. Hvperns. So far as I know, no, sir. 

Mr. Moss. It would seem to be a unilateral deal or bilateral be- 
tween Georgia Power Co. and the Department of Interior without 
regard to the wishes of the co-ops. 

Mr. Huperns. Apparently, from newspaper reports, sir. 
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Mr. Moss. Do you have any reason to feel confident that it is a better 
contract than that heretofore rejected by Georgia Power? 

Mr. Huperns. I don’t believe I am familiar enough with it to answer 
that, but we feel that we have a contract that we can live with in 
Virginia, and we want to defend that. We believe that is a contract 
that will pay out the project, and we are here to have you under- 
stand our situation in Virginia and to try to point up the situation, 
the way in which we arrived at the present delivery of power from 
Kerr project. 

Mr. Moss. Now, on this extra 60,000, I think you said two-thirds 
is allocated to Vi irginia, one-third to North Carolina. 

Mr. Huperns. Yes, sir. 

Mr. Moss. One-third of the total is allocated to the Virginia prefer- 
ence customers. 

Mr. Huperns. One-third of the 180. 

Mr. Moss. One-third of the 180. 

Mr. Huperns. That’s right, sir. 

Mr. Moss. What happens to the other third? 

Mr. Huperns. It is delivered to the Virginia Electric & Power Co. 
or sold to them or bargained with them by the Department of the 
Interior. 

Mr. Moss. So in order to get this reasonably satisfactory agree- 
ment, it was necessary to give VEPCO the right to buy as much as 
they were going to deliver to you. 

Mr. Huperns. And engineers tell us, sir, as I pointed out in my 
testimony a few minutes ago, that that has amounted to approxi- 
mately $125,000 lower cost than the present 7-mill contract, and that 
that is a ratio of possibly 1 to 9 as the amount of benefits that the 
Virginia Electric & Power Co. derives from this contract for their 
60,000 kilowatts from Kerr project. 

Mr. Moss. Then, instead of it being a reasonably best contract, it is 
the least objectionable that you could ares with. 

Mr. Huperns. I will accept that, sir; yes, sir. 

Mr. Cuuporr. Mr. Fascell? 

Mr. Fascetx. No questions. 

Mr. Cuvporr. Mr. Jonas? 

Mr. Jonas. I thought this allocation as between the co-ops and the 
private utilities in Virginia had been made long before the contract 

was signed with the Virginia Power Co. 

Mr. Huperns. That could be true, sir. I am not certain. 

Mr. Jonas. Is that true or not? 

Mr. Huperns. I cannot answer that. You mean the actual division 
of the delivered ? 

Mr. Jonas. Yes. 

Mr. Huperns. I cannot answer that. I don’t have that, sir. 

Mr. Jonas. I thought you testified that with respect to the 60,000 
allocated to North ¢ ‘arolina 1. 30,000 was allocated for use of the co- ops 
and 30,000 for the use of private utilities. 

Mr. Huwerns. That is an honest answer. 

Mr. Jonas. Well, no contract has been signed in North Carolina, 
so how and when was that allocation made? 

Mr. Huperns. I would have to assume, if I made a statement on 
that, sir, you are probably correct that that has been done by the De- 
partment of the Interior. 
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Mr. Jonas. Long before the Virginia contract was signed. 

Mr. Hupeins. Very probably, sir. 

Mr. Cuuporr. Are there any further questions ? 

Mr. Austin, committee counsel, would like to ask a couple of ques- 
tions, 

Mr. Austin. Just a matter of clearing up a couple of items. You 
mentioned this benefit ratio of 1 to 9. I am not sure that I under- 
stand just exactly what you mean by that. 

Mr. Hupeins Engineers indicate to us that the benefits accruing 
to the commercial utility are probably 9 times as valuable to them as 
the benefits accruing to us, which is measured in that difference of the 
7.5-mill rate and the present mill rate that we pay the Government 
for Kerr project power. 

Mr. Avusrin. In other words, this VEPCO arrangement, the one 
that you are willing to live with, gives you only one-ninth of the bene- 
fit that VEPCO gets out of the same contract. Is that what that 
means ? 

Mr. Hvupeins. That is what engineers indicate to us as the differ- 
ence. 

Mr. Austin. Is there any other Federal generation near Virginia 
at other than the Kerr Dam project ? 

Mr. Huperns. There is the Philpott Dam’ 

Mr. Austin. Is Philpott power being made available to the coop- 
eratives and preference customers / 

Mr. Huperns. No, sir. 

Mr. Austin. Have you made application for it at any time ¢ 

Mr. Huperns. No; I do not think we have, sir. 

Mr. Austin. Is it in an area or location where you could use it ¢ 

Mr. Huperns. It would have to be integrated through the Virginia 
Electric & Power Co. transmission system for us to enjoy it at the 
locations at which our rural electric systems are in Virginia. 

Mr. Avstix. Do you know whether the Philpott Dam power is 
subject to the Flood Control Act of 1944 insofar as first call on that 
power should be made available to the public body and cooperatives / 

Mr. Hupsins. Yes, sir. 

Mr. Austin. But to the best of your knowledge no public power 
body nor cooperative gets any power from Philpott, is that it ? 

Mr. Hup«rys. I can only speak for the rural electric systems. I do 
not know about the municipalities. 

Mr. Austin. But your group is not getting any ? 

Mr. Huparns. No, sir. 

Mr. Austin. Is there any other Federal generation in the feasible 
transmission distance area from you? 

Mr. Huperns. At present ? 

Mr. Austrx. At present. 

Mr. Huperns. No, sir. 

Mr. Avstry. That isall T have, Mr. Chairman. 

Mr. Cuvporr. Mr. Jones, do you have any questions ? 

Mr. Jonas. No more. 

Mr. Cuvuporr. Thank you, Mr. Hudgins. 

I would like to announce at this time that the committee has no ob- 
jection to permitting anyone that is uncomfortable to take off their 
coats. It is quite warm in here. We have a larger crowd than antici- 
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pated, and this air-conditioning isn’t enough to take care of all the 
people in the room, so if you want to take your coats off, why, 1 have 
no objection. 

Is Mr. Bennett, legislative counsel for the Secretary of the Interior, 
in the room? Mr. Bennett, would you come up, please? Would you 
take the witness chair ? 

Mr. Bennett, it was my understanding that when you appeared 
before this subcommittee in Springfield, Mo., you advised the com 
mittee that you were legislative counsel for the Department of the 
Interior, and liaison officer between the Congress and Department. 


FURTHER STATEMENT OF ELMER F. BENNETT, LEGISLATIVE 
COUNSEL TO THE SECRETARY, DEPARTMENT OF THE INTERIOR 


Mr. Bennerr. That is correct. 

Mr. Cuuporr. And in your official capacity you were in Spring- 
field for the purpose of cooperating with the committee in every shape 
and form. 

Mr. Bennett. That is correct, 

Mr. Cuuporr. You also told me " at you felt that you had made a 
mistake in not introducing yourself to me when I confronted you 
with an article that appeared in the Springfield newspapers announc- 
ing that you were in town, and I didn’t know about it. 

Mr. Bennett. That is correct, sir. Your staff knew it but there 
was a misunderstanding. 

Mr. Cuuporr. You also told me that you would proceed to Atlanta 
with us and that you would be very happy to cooperate with us on be 
half of the Secretary of the Interior, and advise us as to anything 
that the Department of Interior was doing, which would help us al 
leviate this power problem as far as preference customers are con 
cerned. 

Mr. Bennett. Anything that I could possibly do on short notice: 
yes, sir. 

Mr. Cuuporr. I would like to know whether or not you know of a 
release issued by the Department of the Interior Information Service, 
Office of the Secretary, for immediate release, August 29, 1955, en- 
titled “Modified Wheeling Agreement Proposed for Georgia Share of 
Clark Hill Power”? 

Mr. Bennett. The first I knew of that, Congressman Chudoff, was 
when I read it in, I believe, the St. Louis paper. It was down at the 
bottom of the column somewhere, when we all arrived in St. Louis on 
Monday. That isthe first I knew about it. 

Mr. Cuuporr. Don’t you think that the Secretary of Interior should 
notify his liaison officer when he issues a release dated August 29, 
which appeared in the New York Times of August 30, and news 
papers throughout the South on August 30? 

Mr. Bennetr. Well—— 

Mr. Cuuporr. Don’t misunderstand me, I am not blaming you 
personally but if you are traveling at the expense of the taxpayers to 
cooperate with this committee, if the Secretary of the Interior wished 
to cooperate, he should have notified you. 

Mr. Bennetr. Well, actually it isn’t under my control. You know 
that, Congressman Chudoff. I think whatever information was avail 
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able should have been brought to the attention of the committee, and 
there was probably a slip-up somewhere along the line. 

Mr. Cuuporr. That is slip-up No. 2. We have been in two places, 
we have had a slip-up in each place. We are batting a thousand. 

Mr. Moss. Mr. Chairman, I wonder if the gentleman would agree 
that perhaps we should have a liaison man assigned to establish liaison 
with the liaison man with the committee ? 

Mr. Cuvuporr. In view of the fact that stories have appeared in the 
press concerning this proposed modified wheeling agreement, and 
having read the story in the New York Times, I communicated with 
the representatives of the various organizations who would be affected 
by this agreement. 

I presume from the tenor of the story, a modified wheeling agree- 
ment had been proposed and had been submitted, and there were nego- 
tiations, and I was rather amazed to learn from the representatives 
of the organizations affected that they knew nothing whatsover 
about this agreement, it had not been submitted to them, they did not 
know the contents of it, and they could not tell at that time whether 
they would be in a position to accept it and stay in business. 

Mr. Bennerr. May I comment on that, Congressman Chudoff ? 

Mr. Cuuporr. Surely. I will be happy to have you comment on 
anything. Iamtrying to get some cooperation. 

Mr. Bennett. Well, I know that negotiations have been going on 
for several years, as I know the committee knows, with the Georgia 
Power Co., and it was my understanding that if the negotiations with- 
in the last few weeks led to anything, which evidently they have, in 
the light of this press release, that the agreements would be circular- 
ized among the interested parties for comment before it is approved. 

As I understand it from what I read in the St. Louis paper, which 
apparently is the same story you have there, Congressman, that con- 
tract was not approved. I mean, it is being considered, and the 
terms of it will be made known to the people concerned before the 
Secretary approves it. 

Mr. Cuuporr. But I believe that the Secretary, knowing that we 
were coming to Atlanta, wanted to stay one step ahead of us, and he 
issued the press release to take a little bit of the rough edges off the 
problem ; just like in Skiatook, as soon as we developed that this com- 
munity of Skiatook, Okla., was going to lose its electricity, why, he 
immediately took care of that situation. 

Now, in order to take you off the spot and to take any onus of Jax- 
ness or negligence away from you, and also because of the fact that 
you don’t know what is going on in the Secretary’s mind, I sent the 
Secretary of the Interior, Douglas McKay, the following telegram 
last night at 11:55 p.m. Isaid: 

Have seen press reports regarding Georgia Power and Southeastern Power 
Administration preliminary draft on alleged modified wheeling of Clark Hill 
power. Your liaison agent Bennett failed to inform subcommittee of press 
release or of the details or existence of preliminary draft. Please wire me im- 
mediately all terms of alleged agreement including conditions of and charge for 
wheeling, any other compensations to Georgia Power or restrictions on prefer- 
ence customers, points and voltage of delivery, amount to be wheeled, and all 
terms relating to firming energy. Also let me know if Georgia cooperatives have 
been consulted or informed of agreement. Give details. Must receive reply 


before noon September 2 at room 422, Peachtree Seventh Building, care of Gen- 
eral Services Administration, Atlanta, Ga. 


EARL CHUDOFF, 
Chairman, Public Works and Resources Subcommittee. 
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Now, maybe this telegram will wake the Secretary up. If we re- 
ceive the answer any time before we adjourn this afternoon, I will be 
very happy to read it in the record, and I know the representatives of 
the Georgia power organizations will be very, very happy to learn for 
the first time the contents of the contemplated wheeling agreements. 

And I want to comment, Mr. Bennett, without criticizing 4 you per- 
sonally, I believe that you are a soldier in the ranks and that you are 
following orders, and you only tell us what the Secretary tells you to 
tell us, and I think he tells you nothing. 

And I want to further say, without critic izing you personally, be- 
cause, very frankly, I think you are doing the best job you can under 
the cricumstances, we are very happy to have you with us and we hope 
you will come to the West with us, to the Far West, because maybe 
you will be able to give us some information that we would like to 
know. 

But I want to say this to you: that I can’t under any stretch of the 
imagination absolve the Secretary of the Interior from good faith. 
I don’t think he is acting in good faith with the committee. 

He withholds information from us. Whenever he can find a reason 
not to give us the information, he gives us the reason rather than the 
information, and therefore I want to say to you that if you are going 
to be with us in Denver, if you have any information from the Secre- 
tary, please convey it to us, and we won’t have to bring you up here and 
maybe embarrass you a little bit. 

Are there any other questions? Mr. Jonas? 

Mr. Jonas. I don’t have a question. I would like to make a state- 
ment. 

This tactic this morning is similar to the one the chairman of this 
subcommittee indulged in in Springfield, Mo. As a minority member 
of this committee, I would like to state publicly that I think neither 
Mr. Bennett nor the Secretary of the Interior is entitled to be criti- 
cized for having Mr. Bennett attend these hearings. 

This subcommittee heard testimony in Springfield, amounting to 
charges against the Department of the Interior in the operation of 
the Southwest Power Administration. We were right in the heart 
of the SPA area, yet the subcommittee refused to permit the repre- 
sentatives of the Interior Department to tell their stories to the sub- 
committee, the excuse being that an opportunity would be given the 
representatives of the Department of Interior to tell their side of 
this controversy at some subsequent date. 

Now, if I am sitting on a panel as a juror or as a judge, I think it 
appropriate for me to reserve judgment instead o prejudging situa- 
tions on the basis of hearing only one side of a controversy, and I 
realize that in making this statement I invite satiaheanie with my 
colleagues, which I regret, but I would like the public to know that I 
have been insisting ever since this investigation was scheduled that 
we hear the representatives of the Department at the same time we hear 
their critics, so we can get the full story at one sitting and not have it 
chopped up. 

I don’t think Mr. Bennett is subject to any criticism for being here 
today. I don’t think the Department of the Interior is subject to any 
for having him present to hear what is said about the Department of 
the Interior. 
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Mr. Cnuporr. I just want to make a very short answer to Mr. Jonas’ 
statement. I want to say to Mr. Jonas that in the interest of an orderly 
procedure, which is followed out through the jurisprudence of our law 
in almost every court in the Nation, first the plaintiff puts on his 

case and then the defendant puts his case on after the plaintiff has 
completed his case, and we have tried to keep an orderly procedure in 
these hearings. 

I want to remind my good friend from North Carolina that when we 
discussed the question of w heeling power over public lands, we did give 
the Secretary of the Interior the right to appear before the committee. 
Mr. Davis, the Under Secretary of the Department, appeared before 
us, and we listened to him very carefully for 2 days in Washington. 

And I want to say to the people of Atlanta and the other people of 
the South who are here, we are contemplating hearing from the Secre- 
tary of the Interior, representatives of the Southwestern Power Ad- 
ministration, representatives of the Southeastern Power Administra- 
tion in Washington, and we have set tentative dates for September 
26 ous 27 in Washington, if the Secretary of the Interior is available 
at that time. 

If he can’t get there on those dates, we are going to set some dates 
for his convenience. And the Administration will have an opportunity 
to be heard. 

We are not running away. Iam going to stand by in Washington to 
give everybody in the Administration an opportunity to defend its 
policies and set forth the reasons therefor, and I have never gagged 
anybody, refused to hear anybody. Our job is to hear the facts, make 
recommendations, and we are going to do just that. 

Now, Mr. Moss. 

Mr. Moss. Mr. Chairman, I want to take this opportunity of assur 
ing my colleague from North Carolina that I will certainly join with 
him in insisting that the Interior Department be heard, Iam strongly 
interested in having their defense of rather interesting and peculiar 
policies. 

Mr. Cuuporr. Mr. Fascell / 

Mr. Fascetnt. Mr. Chairman, | would just like to add that [ am 
ready, willing, and available at any time to listen to any and all wit- 
nesses on this very imports int subjec t. 

I don’t think the Congress is going anywhere, and I am sure that 
this subcommittee will be around for as long as necessary to hear all 
the witnesses. I have represented a lot of defendants in my time, and 
[ have always found I can make a darn sight better case after I read 

the plaintiff's transcript. 

Mr. Crivuporr. 1 understand Mr, Jones has a question, Mr. Bennett. 

Mr. Jones. Mr. Bennett, I would like to refer to the Associated 
Press article appearing in the New York Times on August 29. It is 

the article of which you and Mr. Chudoff had discussion previously. 
It also has a statement by Mr. Branch, Mr. Harllee Branch, Jr., presi- 
dent of the Georgia Power Co., and he goes on to say : 


* ¢ © the 


plan rejected by the cooperatives would have delivered power more 
cheaply and efficiently. The only reason it was not accepted was that it “just 
didn’t fit in with the plans of the Government power advocates to create a fed- 
erally financed power empire in this State.” 
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Now. do vou know of Say OOey that is trying to create a Federal 
empire in the State of Georgia / 

Mr. Bennetr. | wouldn't be im a position to comment on something 
quite as controversial as that. I can say this much, Congressman 

Mr. Jones. Are you apprehensive as a representative of the Depart- 
ment of Interior, clothed wie the authority and responsibility to see 
the disposition of the power generated at fede rally constructed proj 
ects reaches the prefere nee customers, to answer this insinuation that 
somebody was trying to create a Federal empire in the State of 
Georgia ¢ 

Mr. Bennerr. I don't think that the Department would consider 
the delivery of this power, in accordance with the law under the pref- 
erence clauses, as of itself constituting any Federal power empire, by 
any means. 

As a matter of fact. as the committee knows, the Department has 
been endeavoring for a number of years, under both administrations, 
to get arrangements worked out for the delivery of power in the south 
east area to the preference customers, and I don't believe accomplish 
ing that in and of itself—— 

Mr. Jones. The only empire in Georgia is the one that Mr. Branch 
wants to erect and exact toll and tribute from tle people, and deny 
them the right to acquire federally owned property which they already 
own. That is the only empire building I kn ow of. 

Mr. Fasceii. M: iybe the committee ought to ask him about it some 
time. 

Mr. Cuupborr. I understand that Mr. Lanigan, committee counsel, 
has a question to ask. 

Mr. Lantecan. I wanted to ask if the language used by Mr. Harlee 
Branch concerning the creation of a Federal power empire is not 
almost exactly the language that the Under Secretary of the Interi 
Davis, h: as used in speec ‘hes ac cusing persons of attempti ng to cre: a 
a Federal power empire in various States. 

Mr. Bennett. I belie ve Chet there might be staternents in speeches 
that have been made which could be so pag oc ahaa Now. I was 
directing my comment to the question of th ivery of power under 
the preference clause. 

Mr. Jones. Mr. Branch’s reasoning in this article is j as good as 
the reasoning that his superior, Mr. Yates, used if) 

Dixon- Yates contract. That is the kind of reasonin 
employ. 

Mr. Cuvuporr. Well, if there are no further question 
any further questions or comments, Mr. Jonas? 

(No res ponse. ) 

Mr. Cucporr. Thank you, Mr. Bennett. 

Will Mr. William Crisp, manager of the North Carolina State Rural 
Electric Cooperative Association, take the witness chair, please. 

Now, would you identify yourself for the record and the reporter. 
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STATEMENT OF WILLIAM T. CRISP, RALEIGH, N. C., MANAGER, 
NORTH CAROLINA STATE RURAL ELECTRIC COOPERATIVES 
ASSOCIATION; EXECUTIVE MANAGER AND GENERAL COUNSEL, 
TARHEEL ELECTRIC MEMBERSHIP ASSOCIATION; AND ACTING 
COUNSEL, EASTERN NORTH CAROLINA ELECTRIC MEMBERSHIP 
CORP.; ACCOMPANIED BY ALTON P. WALL, ASHEBORO, N. C., 
PRESIDENT, EASTERN NORTH CAROLINA ELECTRIC MEMBER- 
SHIP CORP.; AND MANAGER, RANDOLPH ELECTRIC MEMBERSHIP 
CORP.; J. L. SHEARON, WAKE FOREST, N. C., SECRETARY-TREAS- 
URER, TARHEEL ELECTRIC MEMBERSHIP ASSOCIATION, INC.; 
MANAGER, WAKE ELECTRIC MEMBERSHIP CORP., AND MEMBER 
OF THE EXECUTIVE COMMITTEE, EASTERN NORTH CAROLINA 
ELECTRIC MEMBERSHIP CORP.; AND T. FOLEY TREADWAY, 
ATLANTA, GA., PARTNER, SOUTHERN ENGINEERING CO., AT- 
LANTA, GA.; AND CONSULTING ENGINEER, EASTERN NORTH 
CAROLINA ELECTRIC MEMBERSHIP CORP. 


Mr. Crise. Mr. Chairman, my name is William T. Crisp. I am the 
executive manager and general counsel of Tarheel Electric Member- 
ship Association, and I am the acting general counsel for Eastern 
North Carolina Electric Membership Corp. I have here, Mr. Chair- 
man, a list of names, including my own, of the people who are present 
from North Carolina, who they are and what their positions are, and 
I want the record to show that they are here, and I tender them as 
witnesses for such questions as you may put to me that they may 
answer, that I can’t. 

Mr. Cuvuporr. Would you read their names into the record, please ? 

Mr. Crise. Mr. Alton P. Wall, Asheboro, N. C., who is president 
of the Eastern North Carolina Electric Membership Corp.; Mr. J. L. 
Shearon, of Wake Forest, N. C., who is the secretary-treasurer of 
Tarheel Electric Membership Association, manager of the Wake Elec- 
tric Membership Corp., member of the executive committee, Eastern 
North Carolina Electric Membership Corp. We also have present 
Mr. T. Foley Treadway, of Atlanta, Ga., partner in the Southern Engi- 
neering Co., who is the consulting engineer for Eastern North Caro- 
lina Electric, and who will be in position to answer such technical 
questions as may be involved in my testimony that you put to me 
and that I can’t answer myself. 

Mr. Cuvporr. Do you have a statement for the committee? 

Mr. Crisp. Mr. Chairman, I don’t have a formally prepared state- 
ment for this committee, except to this effect: 

I wish to submit to this committee a compilation of statements which 
we have made this year. I have them all here. I have got them 
indexed on the front sheet. 

One was made before the House Appropriations Subcommittee on 
Public Works, another was by our junior Senator, W. Kerr Scott, to 
the same committee, another was made by our president, P. A. Ward, 
to the Senate Appropriations Subcommittee on Bureau of Reclamation 
and Interior Power Marketing Agencies, and a statement by myself 
to that subcommitte, and, finally, a copy of a letter and statement 
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forwarded to the entire North Carolina delegation in connection with 
the subject matter of my testimony. 

Mr. Cuuporr. Do you have permission from the authors of those 
various statements to offer them in the record this morning? 

Mr. Crisp. Yes, sir; I do. 

Mr. Cuuporr. Since they are all public documents 

Mr. Crisp. One of them is not a public document, but it has been 
made public already. 

Mr. Cuuporr. What I am trying to do is not clutter up the record, 
and I thought if we can put them in the record by reference, as they 
appear in other parts of other congressional hearings, I think it will 
save time and save lengthening the ‘record. If you have e any document 
that is not already in the public record, then you can offer that, and 
we will put it in our record. 

Mr. Crisp. I do not, to my knowledge, Mr. Chairman, except the 
oral statement I am prepared to make. 

Mr. Cuuporr. Now, will you index and refer to each one of those 
documents, as to where we can find them. 

Mr. Crisp. Yes, sir; I will do that and give it to your stenographer 
before I leave. 

Mr. Cuvuporr. Do you have anything further to say to this com- 
mittee ? 

Mr. Crisp. Yes, Mr. Chairman, and, if I may, I would like to have 
the freedom to refer to any of these as I go along in my testimony. 

Mr. Cuvuporr. You may proceed. 

Mr. Crisp. First, I would like to qualify the organization which I 
represent; Tarheel Electric Membership Association is the trade- 
service organization representing North Carolina’s electric member- 
ship corporations. 

There are 32 such corporations in North Carolina, of which 28 are 
members of this association. The remaining 4 are comprised of 3 tiny 
outer banks co-ops, plus 1 other co-op at Hillsboro, N. C., but I believe, 
Mr. Chudoff, I could say what I say to you here today will represent 
their viewpoint to the extent that it is opinion as distinguished from 
fact. 

Eastern North Carolina Electric Membership Corp., of which I am 
the present acting general counsel, is a formal generation and trans- 
mission cooperative, representing 17 of the same systems that are 
members of Tarheel Electric. 

Mr. Hudgins, being from Virginia, that luckiest of the States in 
the Southeast, at the “present at least, has given you very briefly the 
background of the Vepco contract on behalf of the cooperatives in 
that State. 

I want to correct the record, however, in connection with one state- 
ment that was made here during his testimony. The project power at 
Kerr Dam has not been divided two-thirds to Vir ginia and one-third 
to North Carolina. It has been divided as follows: 

Two-thirds of the power has been set aside for preference customers 
in the area served by the Virginia Electric & Power Co. That in- 
cludes an area which covers five cooperatives in northeastern North 
Carolina, and they are at present recipients of the benefits of that 
arrangement. 

The other third was set aside for delivery to systems in the service 
area of the Carolina Power & Light Co., in North Carolina. 
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That is a rather academic distinction, Mr. Chairman, but I think 
the initial theory behind that plan was to make that power divided 
roughly half way between the people in North Carolina and Virginia. 

But some of Vepco’s system, you see, comes down into the north- 
eastern portion of our State, and for that reason the mistake is often 
made of saying two-thirds to Virginia instead of half to Virginia, 
but some of it to the Virginia Electric Power system in North ¢ ‘arolina. 

We have had and we are still suffering, you might say, a long and 
arduous battle to exercise our rights as preferenc e customers for the 
power generated at Kerr project, vand I think that this committee will 
find it profitable, from a factfinding standpoint, to pay particular 
notice to some of the salient events that have taken place in that fight. 

This fight begins approximately in 1949. The Kerr project had 
already been started prior to that, and just as soon as it became appar- 
ent that the dam was going to be built, our systems in eastern North 

Carolina, of course, elected to take advantage of such benefits as were 
ri for them under the law. 

And beginning at least during that year, if not before—I am not 
sure about that—our systems communic ad with the Secretary of the 
Interior and requested that if and so soon as project power became 
aVailable at the dam, that the Secretary take steps to carry out his 
responsibility under section 5 of the Flood Control Act of 1944, and 
make that power available to our systems. 

I may jump back and forth here on this, there are so many things 
that have taken place that they don’t necessarily follow a logical order 
i my memory. 

In 1951 and in 1952 the administration went before Congress and 
requested transmission funds with which to bring this power into 
North Carolina. On both those occasions representativ es of the Caro- 
lina Power & Light Co., the utility involved in that area, appeared 
before Congress and opposed the authorization of those funds. 

Their chief complaint was that to build such lines would constitute 
a duplication of facilities that they already had in the area, and they 
went further and they made the statement, and I have the record 
here, that if Congress did not authorize the line, that so soon as the 
project became capable of producing the power for that area, they 
would utilize their own transmission system to wheel that power to the 
cooperatives as customers of the Government, and they also took the 
position that they would be willing to work out a firming arrange- 
ment with the Government to firm that power up. 

Mr. Chairman, this is such an important part of the background 
= this controversy that if you have no objection, I should ‘like to 

‘ead just about three paragraphs of the testimony that took place 
eer eh the Senate committee in connection with that particular fight. 

On May 12, 1952, before a Senate subcommittee, Mr. L. V. Sutton, 
the president of the Carolina Power & Light Co., appeared before 
that committee in opposition to an authorization for such a line that 
was contained in H. R. 7176. 

Mr. Jones. Is that Mr. Sutton the president of the national cham- 
ber of commerce ? 

Mr. Crisp. I believe he has been made the president of the national 
chamber of commerce, yes, sir, very recently. 

During the course of that testimony—and I have the entire Senate 
hearing here, if you think I am quoting the excerpts that are prejudi- 
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cial in my own behalf, that you can read—the following testimony 
took place: 


Senator Haypen. There are 2 types of preferred customers with the Gov- 
ernment in that area; 1, the rural electric cooperatives, and you are willing 
to see that they get the benefit of cheap power; the other type would be a 
municipality which has its own power system. Are there many of those? 

Mr. Surron. There are a number of those. I might mention here, which I 
think is of interest, a fact regarding Rocky Mount and Wilson and Farmville 
and Washington and Greenville. Our company and the Virginia Electric & 
Power have made contracts with them to serve them, even though at the time 
SEPA had a representative there, and they refused them or preferred to sign 
up with us for periods of 20 years and 10 years, rather than sign up with 
SEPA. 

One of the main reasons is that if they become signed up with SEPA, SEPA 
tells them what rate they shall charge and how they shall conduct their business. 
We sell them at our published rate, and they can run their business how they 
please and charge what rates they please. Danville, Va., is an outstanding 
example. It is right within the shadow of Buggs Island. They had negotiations 
with SEPA and refused to sign up and placed an order for a steam turbine. 


Now, continuing further, Senator Hayden comes back and asks this 
question : 


Senator Haypen. In case some municipality where you are now serving the 
customers directly decided to go municipal, what happens then? 

Mr. Sutron. You mean if we have a town like Henderson where we have a 
franchise and are doing a distribution business? 

Senator Haypen. Yes. 

Mr. Surron. Since we have a franchise, and are doing a distribution business, 
we do not consider them a municipality, and we do not expect to turn that 
over to the Government. Otherwise, we would be put out of business. 

Senator HAypEN. I understand you do not want to give up your customers. 
But the point I am getting at is that these franchises expire. 

Mr. Sutton. That is right. 

Senator HAaypeNn. And there are cities where a private utility has a franchise 
with an expiration date, and when that expires, they vote that they are going 
to generate their own power. What would be the status of a city of that kind? 

Mr. Sutron. If we could not convince them it is to their interest to continue 
with us, I think we would follow the plan that we proposed before you last year, 
that we would still want to keep them as our customers, but we would buy the 
Government power at the dam, transmit it without profit, at cost, and deliver 
them what they wanted. 

Senator Haypen. Your procedure would be somewhat different with respect 
to municipalities and rural-electric cooperatives? 

Mr. Sutton. Yes; for this reason; we feel the rural cooperative is like a part 
of the Government. Therefore, if the Government wants to take them over or 
run them and the cooperatives want to have SEPA be their power supplier and 
become their customer, that is all right. We have agreed that we will wheel 
for them. But we have not agreed to that on the other. But these municipal 
towns that we have taken in recently we have told them that we would arrange 
to do that for them. 


Now, Mr. Chairman, I have put this into the record to show that 
in his opposition to a transmission authorization in 1952, the president 
of the Carolina Power & Light Co. specifically promised the Congress 
of the United States, and indirectly the preference customers of North 
Carolina, that if and when they wanted to elect to exercise their rights 
as preference customers for this power, his company would wheel that 
power to them, with them becoming the customers of the Government 
for that purpose. 

The previous year, in 1951, Mr. Sutton, appearing before the same 
committee in opposition to a similar request by the Department of 
the Interior, gave testimony, the effect of which we interpret to mean 
simply this: that not only would the Carolina Power & Light Co. 
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be willing to wheel this power to us, but that they would be willing to 
firm that power on behalf of the Government to make it usable and 
salable in our systems. 

Mr. Chairman, that has been 4 years ago in 1 case, it has been 3 
years ago in another case. We still don’t have Kerr project power 
flowing into our systems in North Carolina. 

Now, when the present administration took office, the Assistant 
Secretary of the Interior, Mr. Fred G. Aandahl, in appearing before 
Congress—I beg your pardon, it was Mr. McKay—made this state- 
ment in connection with Southeastern Power Administration: 


The Department is not proposing construction of transmission facilities in this 
area. It is believed that arrangement can be made in addition to those already 
made with private utilities and preference customers for the disposal of Govern- 
ment power in an economical manner and in accordance with preference provi- 
sions of the law. 

To accomplish this purpose, negotiations for the sale and transmission of power 
and energy developed from these power-producing projects are under way. For 
a number of the projects long-term contracts have been executed. However, 
the Department is disposing power in several instances under interim azreements 

In addition, initial energization is scheduled for two projects in 1955 and 
1956. It is expected that long-term arrangements can be made for disposal of 
this power through facilities of operating utilities in the area to the mutual 
advantage of all concerned. 


Mr. Chairman, the present administration has not marketed one 
udditional kilowatt of electricity in the Southeastern area since it 

‘ame into office, and that has been some 214 ye: ars ago. 

We protested. We have lost benefits, w hat savings were represented 
by our portion of the Kerr project power and the same story will be 
told to you by representatives of the Georgia preference customers. 


Our greatest protest, Mr. Chairman, however, is not that the Secre- 
tary hasn't marketed this power, but in addition to that fact, he 

hasn’t come back to the Congress, either last year or the year before, 
and requested any help, any means whereby he might implement his 
position in getting this power to us. 

In a sense, Mr. Chairm: an, we feel that the present Secretary of the 
Interior has certainly not served as an advocate for the preference 
customer, which we think it is his duty to do under the law. 

We think the Congress wrote that into the act. We think he has 
got to serve as our advocate in the negotiations that are involved in 
Southeast before we can get the benefit of the electricity to which we 
are entitled. 

Now, in May of 1954, which was just about the month that all the 
units came into operation at Kerr project—I take that back; it wa 
a year after all those came into operation—we went to W sahiagben 
and we talked with the Assistant Secretary, Mr. Aandahl, and re- 
quested by refurbishing our previous correspondence with him, that 
he take immediate steps to negotiate a settlement of that matter down 
there. 

He promised us that as soon as he came back from a trip to the 
Midwest in June, he would initiate such negotiations. 

We got a call to come to his office for the first meeting between him 
and the company and ourselves, for December 9, 1954. We went to 
that meeting and, upon his request, we prepared and submitted to 
him and the company an agreement in definitive form which we 
would be willing to accept. 
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And, Mr. Chairman, that agreement, in all practical aspects, was 
the VEPCO arrangement. We realized the VEPCO arrangement 
was not a good arrangement in terms of the division of benefits there, 
bue we saw that to a considerable extent we were tied to the precedent 
of the VEPCO arrangement, a fact that the Secretary apparently is 
not aware of, and we went ahead and we made the offer in definitive 
form to accept that arrangement. 

The company at that time submitted what we call a series of prin- 
ciples upon which they would wheel this power. They used the word 
“wheel” several times in this statement of principles, but the program 
that they announced there did not amount to a wheeling agreement 
at all. 

What they wanted to do for us, as evinced by that document, was 
precisely the same thing that they told the Senate in 1952 they would 
do for the municipalities, but not for the cooperatives. 

They wanted to buy our power up there and pay for it, put it into 
their sysetem, and come down to our systems and resell it to us, retain- 
ing us as their customer. 

We rejected that because we felt that it was a violation of the law 
on the Secretary’s part, if he carried it out, and he gave away what- 
ever security we might have so far as section 5 of the Flood Control 
Act was concerned. 

In March there was a revision, a slight revision of those principles, 
which was forwarded to us by the Secretary. 

On May the 19th and 20th we appeared before the House Subcom- 
mittee on Public Works of the Appropriations Committee, and we 
told our story, which is essentially the same to this point, as I have 
told you this morning. 

On that same day our junior Senator, W. Kerr Scott, filed a state- 
ment with that House committee in which he backed up everything 
we said, and he even went so far as to make the statement that the co- 
operatives in North Carolina had been given the runaround and had 
been subjected to double-talk, a statement, Mr. Chairman, with which 
we unequivocally agree. 

And following that, in North Carolina the Grange, the Farm Bu- 
reau Federation, our own official Rural Electrification Agency in 
Raleigh, they all spoke up in our behalf, and stated that our case had 
been presented correctly and that we were not being given justice in 
the matter. 

On June the 10th the House committe spoke, as Mr. Hudgins told 
you a while ago, and the committee censured the Department of In- 
trior indirectly by noting the fact that as of April 1, in accordance with 
the figures that the Department itself had submitted to the Congress, 
the Government had lost $868,000 because of its inability to market 
the power in North Carolina that had been assigned to that particular 
area. 

I have in my brief here, which I will bring forward, if you want it, 
a special news story appearing in the Greensboro Daily News in 
which Mr. Bruce Jolly of that paper interviewed some of the mem- 
bers of that subcommittee, and it was his impression, as reported in 
that story, that while they did not say so precisely in their report, it 
was their opinion that the VEPCO type of arrangement should be 
put into effect in North Carolina. 
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On June the 20th we appeared before the same Senate subcommit- 
tee from which I quoted Mr. Sutton’s testimony of 3 and 4 years ago, 
a while ago. And we told them essentially the same story, except we 
had this fact to add to it: 

That on approximately June the 3d, I think, the Carolina Power & 
Light Co., in response to the front page story that had carried Sena- 
tor Scott’s statement, our own statement and the position’ of the 
Grange and the Farm Bureau and the North Carolina Rural Electrifi- 
cation Authority, began publishing all over eastern North Carolina 
an ad which I am submitting for the record here. I want to open it up 
to give you an idea of the size of it. 

I still haven’t got it completely opened up. 

Now, this ad, among other things, was beamed to co-op members. 
It said : “We will wheel Kerr Dam power.” 

Mr. Cuuporr. Is that a paid ad? 

Mr. Crisp. That is a paid ad. 

Mr. Cuvuporr. May I ask you approximately what an ad like that 
would cost in your local paper? 

Mr. Crisp. I am guessing now, but my local paper, which is the 
News and Observer, and they carried their ad in their Sunday edi- 
‘ion, I estimate the cost of that ad would be somewhere between five 
and eight hundred dollars. 

Mr. Cuuporr. Did it appear in any other papers in the locality ? 

Mr. Crisp. It appeared, according to their own report, in every 
newspaper in the eastern North Carolina division of their company. 

Mr. Cuvuporr. And in your opinion, how much would be the esti- 
mated cost of that advertisement ? 

Mr. Crisp. Well, now this is very nebulous, Mr. Chairman. I want 
to qualify my answer to that, but I estimate they spent between six 
and ten thousand dollars. 

Mr. Cruporr. Which, by the way, would probably be passed on to 
the ultimate users of the power in increased rates. 

Mr. Crisp. This is quite true, and if I may say so, without getting 
off the agenda here, I think this committee might very well, among 
others, raise the question for tax purposes or for ratemaking purposes 
as to the right of a public utility to take money out of a large segment 
of its own ratepayers and put political advertising in papers directed 
against those very rate papers. 

This is something that has been going on for a long time, Mr. Chair- 
man. There is nothing new about it. 

The only thing that I might say about this ad that somewhat differ- 
entiates it from the general tactic that the power companies have 
taken in their political advertising programs is this. This ad had two 
fall guys mentioned in it. One of them was me, and the other one 
was our consulting engineer, Mr. Treadway. 

And I want to soften that a little bit. They only called him a 
public power advocate. They called me a public power advocate, a 
charge which I have neither agreed to nor denied because I don’t 
know what they mean, but they also said I hadn’t told the truth when 
I went before the Congress and charged that the company had not 
lived up to its promises made to the Congress 3 and 4 years ago to do 
this job for us when the time came. 

Be that as it may, I don’t want to mince words on this business of 
wheeling, but I do want to say this, Mr. Chairman: That throughout 
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this entire exchange it has been my consistent effort to make sure 
that my reaction to this, insofar as the interests which I represent 
are concerned, was consistent with their best interests and not merely 
a manifestation of my own emotions on the thing. 

And may I request that if it appears to you right here that I am 
getting a little emotional about it, you call me down, I don’t want to 
do that. I want to serve my client. 

But the thing boils down to this, Mr. Chairman. If you want to 
boil it down in terminology that everybody can understand, the Caro- 
lina Power & Light Co. w ent before the C ongress of the United States 
4 and 3 years ago, and somewhat similar to Br’er Rabbit, when he was 

caught by the Tar Baby, they said, “If you just w on’t build this trans- 
mission line, we will do this and we will do that,” but when the time 

same, and perhaps they thought that the political environment had 
somewhat changed in their behalf, when the time came to put up or 
shut up, this is ‘the type of treatment we got on asking them to come 
forward and do precisely what they promised us they would do. 

We have never asked this company to do anything that it didn’t 
promise the Congress of the United States that it would do when 

it was in a position of opposing a transmission line into its service 
area. 

Be that as it may, some progress has been made, because on June 

13, which was 3 days following the report of the House, lo and behold, 
for the first time in all these years the Department of the Interior 
mailed to us for the first time a suggested arrangement whereby we 
might purchase this power. 

This arrangement contemplated 4 contracts, 1 between the Govern- 
ment and the company, 1 between the Government and the co-op, 2 
between the company and the cooperative, and essentially the arrange- 
ment called for this. 

The cooperatives would buy up to 30,000 of the kilowatts and the 
accompanying energy available at Kerr project directly from the 
Government and pay the Government for it. The company would 
by at the same rates, including dump-energy rates for the dump 
power that was there, the other 30,000. 

In addition, the company would wheel that power to us, with a 
wheeling arrangement stipulated in the contract. 

Third, the company would firm up that power by selling firming 
energy to us, not the Government: and, fourth, the company would 
supply us, as in the Vepco case, whatever requirements that became 
involved up and above that erase when it became exhausted. 

We have had before us the four contemplated contracts since August 
11, and we have given a final study and analysis to this arrangement 
this very week, and we last night ‘dispatched to the Assistant Secre- 
tary of the Interior a letter in which we told him that we accepted 
the arrangement provided one relatively simple change could be made 
in it, and that was a change whereby, instead of our buying the firming 
energy from the company, the Government would buy that firming 
energy. 

And we pointed out to him in that letter that there would not be 
one change whatever in the economic considerations flowing to all 
parties if our change were put into effect. 

We have insisted on this change to give us, not only us but the 
Government and the company, a security and protection in a long 
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term power arrangement which we do not believe can otherwise be 
achieved. 

We pointed out in our letter that if this change were agreed to we 
would be getting identically the same amount of power, we would be 
paying identically the same amount of consideration for it. The com- 
pany would be getting and furnishing identically the same amount of 
power and would be getting identically the same amount of 
money for it, and the Government, while it would be put in a position 
of paying for our firming energy, would be receiving exactly that 
same amount back from us in collected revenues on our power bills. 

We are hopeful, Mr. Chairman, that perhaps these negotiations can 
now proceed to a successful settlement. If you ask me why I am here 
today and my people are here today, in view of a somewhat optimistic 
trend that has been evinced in the past 2 months, I will tell you simply 
this: 

We have been in optimistic positions before in the past. We were 
in an optimistic position, we thought, when the company went before 
the Congress 3 and 4 years ago and said, “If you only want to do this, 
we are going to do what we ought to do.” 

The pathetic part of that is in doing the minimum of what they 
said they would do and what we have agreed we would accept they 
are going to be getting so much more out of the arrangement than the 
cooperatives would ever get that it is really hilarious and ridiculous 
to consider the changes that have been made in this matter. 

Now, I have got a lot of things here I can tell you, if you want to 
hear them. I have got them documented, too. 

I did not come down here to give you this statement, but I have got 
the record here. Anything you want to ask me that I am capable of 
answering I will be happy to do so. 

I am not mad at anybody, I am not mad at Mr. Sutton, I am not 
mad at the Carolina Power & Light Co. All I want to do is get some 
preference power into North Carolina. We have been waiting for 
it far, far too long. 

Mr. Cuvuporr. I wonder, Mr. Crisp, whether just the fact that you 
received some sort of a tentative wheeling agreement or some sort of 
power agreement from the Secretary of the Interior is coincidental 
with this committee getting into the facts concerning your problems ¢ 

Mr. Crisp. I don’t think so, sir. We have had the basic arrange- 
ment before us, or at least the basic arrangement as contemplated 
before us for over 2 months. 

Mr. Cuuporr. You know this committee has been in action since 
January. 

Mr. Crisp. Yes, sir. 

Mr. Cuvuporr. Are there any questions, Mr. Jones? 

Mr. Jones. No questions right now. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Bill, where have you been getting your power up to 
how ? 

Mr. Crisp. Mr. Jonas, right now we buy, I estimate 85 to 90 percent 
of all the power that we distribute in North Carolina from Duke, 
Nanthala, C. P. & L., Vepco. 

Mr. Jonas. Can you give us an average of what you are paying 
for it? 
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Mr. Crisp. Yes, sir; we are paying an average of 7.5 mills per kilo- 
watt hour for it. 

Mr. Jonas. Does the sum of it cost more or less, or is that an aver- 
age? 

Mr. Crisp. That is pretty nearly it. 

Mr. Jonas. That is my understanding. 

Mr. Crisp. I think you can accept that as it, for all practical pur- 
poses, that is it. 

Mr. Jonas. Under the new contract that is in process of negotiation 
right now, what do you hope to get the power requirements for? 

Mr. Crisp. This will start at one point and, theoretically, and I 
think realistically it will improve. I estimate that it will be some- 
where between 6.8 and 7.2. As our load factors improve, the rate will 
come down, Mr. Jonas. 

Mr. Jonas. You can’t hope, then, to improve your position any more 
than, say, about one-half mill ? 

Mr. Crisp. No. We can hope, I think, probably for at least three- 
fourths of a mill, well, as the trend continues. 

Mr. Jonas. I mean you couldn’t hope to improve it as much as a 
mill ? 

Mr. Crisp. I think so. 

Mr. Jonas. 7.5 is a pretty reasonable price for wholesale power, and 
if you get down between a half and three-quarters of a mill below 
that, you will be exceeding your expectations, or reaching them ? 

Mr. Crisp. Am I right on that, Mr. Treadway, three-fourths of a 
mill? Is that about the limit we can hope for? 

Mr. Treapway. I think so. 

Mr. Crisp. About three-fourths of a mill. 

Mr. Jonas. When you go into this new arrangement, assuming it 
is agreed to by all parties, what, if any, will be the extra costs that will 
be involved in addition to wheeling? 

Mr. Crisp. You mean tous, Mr. Jonas? 

Mr. Jonas. Well, to somebody. 

Mr. Crisp. Well, I am going to try to answer what I think your 
question is. The Government essentially will have to do this. 

If our version of this thing is accepted, which would mean the Gov 
ernment would be firming, buying the firming power, the Government 
would be selling this power, half of it to us, half of it to the Carolina 
Power & Light Co.. for which it would be deriving revenues. 

Mr. Jonas. That is the hydro? 

Mr. Crisp. That’s right, and it would pay the company 4.5 mills for 
every kilowatt-hour of firming energy that was involved, plus a wheel- 
ing rate for the nonfirming energy. I have got those figures here. It 
would average 1.4 mills per kilowatt-hour. 

Mr. Jonas. All I was getting at was this. You are getting now all 
of your power requirements. You can get all the power you need. 
You have no shortage of power; is that correct ? 

Mr. Crisp. I coul | only give you a tenuous agreement to that state- 
ment. This is a highly arguable question, Mr. Jonas, as to whether 
there is a shortage of power. 

We at present have plenty of power coming on our systems. We 
don’t have any shortage from the sources we are buying from, no. 

Mr. Jonas. I didn’t think so. 

Mr. Crisp. That is true. 
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Mr. Jonas. Your full requirements are now met, at a cost of 7.5 
mills? 

Mr. Crisp. That is true. 

Mr. Jonas. Now, if you get this new arrangement worked out, you 
may save from a half to three-quarters of a mill ? 

Mr. Crisp. That is true. 

Mr. Jonas. But what is it going to involve in additional cost and 
expense and overhead and operating expenses ? 

Mr. Crisp. To whom. 

Mr. Jonas. To somebody, the Government or somebody. 

Mr. Crisp. It won't result in a net cost loss, if that is what you are 
after, to anybody. Mr. Jonas, the Federal Power Commission, I be- 
lieve, in the latter part of June approved the project rate schedule for 
that two-thirds of the power at Kerr project which is being disposed 
up there under that arrangement now, and by so doing, in accordance 
with the injunction laid down in the statute that gives them the author- 
ity to do that, they had to find that the investment up there was being 
paid out by that particular project rate. | 

Mr. Jonas. The reason I asked that question, I have read your 
testimony. I received a copy of your statement and I read your testi- 
mony before the Senate Committee on Public Works this year, as well 
as last year. 

Then I read Mr. Sutton’s testimony before the same Senate Com- 
mittee which followed yours by a few days. He testified, I think, on 
June 20, 1955, and you were there some time in May, and I wanted to 
ask you to comment on the statement he made in his testimony in 
which he said that: 


For each dollar the co-ops will save— 


under your plan— 
it will cost the taxpayers more than &2. 


And I was making the point that the additional costs that would be 
involved, wheeling charges and all of the other costs that would be in- 
volved, would cost the taxpayers far more than you will save if you 
don’t save but between a half and three-quarters of a mill. 

In other words, he was making the argument that you were getting 
your power now just about as cheap as you could get it, and with this 
new arrangement somebody would have to absorb some extra money, 
and I wanted to get your comment on that. 

Mr. Crisp. I won't give my initial comment, because it would be in 
the nature of a highly emotional rejoinder. 

Mr. Jonas. We don’t want that. Iam just trying to get facts. 

Mr. Crisp. I realize that, Mr. Jonas. Mr. Sutton has made this 
statement before. This statement certainly when you consider the 
connotations of it, is absolutely untrue. 

The taxpayers at Kerr project have already lost well over $1 million 
because this power has not been marketed in a fashion at least com- 
parable to the Vepco arrangement. 

Now I am going to answer your question specifically. In the rate 
that we would pay under the contemplated arrangement, there would 
be included every dime necessary to pay for the wheeling charges, the 
firming power, and every other cost involved in the operation ‘of that 
project, so far as we are concerned as a business activity. 
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Mr. Jonas. What do you think Mr. Sutton means by this state- 
ment, and he gives the figures? May I read the paragraph from his 
testimony ? 

Mr. Crisp. Yes, sir. 

Mr. Jonas (reading) : 


Mr. Crisp’s own figures indicate ihe five co-ops served in Carolina 
he is referring now to the five co-ops served by Vepco— 


paid an average of 7.08 mills, or a saving of only $23,298 since they began pur- 
chasing Kerr Dam power August 1, 1953. Compared with C. P. & L.'s present 
7.5-mill rate, the saving would be less than one-half a mill per kilowatt-hour. 
In this case every $1 the co-op saved would cost the taxpayers approximately $3. 

Mr. Crisp. Well, I will repeat it is simply not the truth, because the 
implication, and that is the weak word for it, not the strong word for 
it, in Mr. Sutton’s statement there is that by virtue of the arrange- 
ment that we have asked for, that the taxpayers, considering the net 
result, would suffer a loss in money. 

Now, Mr. Jonas, that is not true, for this reason. Mr. Sutton doesn’t 
tell you in that statement, I don’t believe, because I think it is on all 
fours with the statement he printed all over eastern North Carolina, 
how much money those cooperatives paid the Government for that 
power, does he ¢ 

Mr. Jonas. Well, he doesn’t give in this statement any total figures. 

Mr. Crisp. Let me give you the figures they paid. 

Mr. Jonas. He refers to the table you put in the record. 

Mr. Crisp. Yes, sir; and I am going to refer to the same table. 
Those particular cooperatives paid the Government $392,569. 

Now, that money comprehended the reimbursement to the Depart- 
ment of the Interior for the wheeling charge paid by them, for the 
kilowatt-hours used by these five systems, for the energy coming over 
the dam that was delivered to them, for the firming power bought 
from the Virginia Electric & Power Co., for a proportionate part of 
the initial investment in that portion of the project plus interest. 

In other words, you can’t determine whether the taxpayer has lost 
or gained here until you take a net perspective of what is taking place 
here. Any businessman knows that. Mr. Sutton knows that. 

When he goes before his stockholders, he doesn’t take one isolated 
and exe erpted situation and say, “We are losing money.” He looks at 
what his dividends are doing, and that is exactly what the Congress 
of the United States in 1944 told the Secretary of the Interior to do. 

It said “Market this power in accordance with sound business 

rinciples,” that is so that in the overall result the Government is 
being reimbursed for its operating costs, and for the initial invest- 
ment in the project, and that is exactly what would be done under this 
arrangement. 

Mr. Jonas. You say, then, that the figures used by Mr. Sutton in 
his testimony were incorrect. 

Mr. Crisp. No, Mr. Jonas, I won’t say that. I want to say it a little 
stronger than that. I want to start the quotation we are all familiar 
with. You have all heard that statement about figures don’t lie. Mr. 
Sutton has taken some figures, and by putting them in a certain way, 
he has left the impression that a given result is there that just is not 
there. 
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Mr. Jonas. Now, it is true, is it not, that the Government does 
not own any transmission lines from Kerr Dam to any of your load 
centers ? 

Mr. Crisp. That is true. 

Mr. Jonas. You own no transmission lines over which you could 
wheel this power? 

Mr. Crisp. That is true. 

Mr. Jonas. The only transmission lines available for the furnish- 
ing of this power or the delivery of this power from Kerr Dam to your 
system are the lines of the Carolina Power & Light ? 

Mr. Crisp. Right now, yes, sir. 

Mr. Jonas. I understand your complaint against Carolina Power 
& Light is that they have not agreed to sell the firming power to make 
it possible for you to utilize your hydro that you are entitled to from 
the dam. 

Mr. Crisp. I am not complaining about that as of right now. Weare 
in a negotiating procedure at this moment, but in the past Mr. Sut- 
ton has taken the position that he was opposed to the Vepco arrange- 
ment because it represented a sale by him of firming power to the Gov- 
ernment of the United States. 

Mr. Jonas. He has been willing at all times and his company has, to 
wheel the hydro? 

Mr. Crisp. No, sir; that is not true, not to our knowledge. The last 
offer of the company that we were aware of prior to our receipt on 
June 15 of the Department’s suggestion was that the company would 
buy the power and resell it to us, not wheel it. 

Now, they used the word “wheel,” but you know while a rose is 
sweet by any other name, something called a rose is not a rose unless 
it smells good. 

Mr. Jonas. May I read this statement that Mr. Sutton made to the 
Senate committee, and I am not going to get into a contest with you 
to see which can use the more cutting phrases. I am not mad at 
anybody. 

Mr. Crisp. Well, I am not mad at you, Mr. Jonas. 

Mr. Jonas. I am trying to get the facts. 

Mr. Sutton made the statement before the Senate committee. and 
I now quote another statement of his. That was dated May 20, 1955: 

Carolina Power & Light Co. is willing to wheel Kerr Dam power to rural co-ops 
and our lines are capable of beginning such service today. 

Mr. Crisp. Yes, sir. 

Mr. Jonas. Now, that is a statement in writing. 

Mr. Crisp. That was in 1955, was it not? 

Mr. Jonas. That’s right, and that is similar to the statements he 
made in 1951 and 1952. 

Mr. Crisp. That is true, but it is not consistent with the revised 
principles that were forwarded to us in March. 

Mr. Jonas. I misunderstood the controversy. I thought the com- 
pany had always been willing to wheel the hydro to you, and that its 
objection was to selling the Government firming power and have the 
Government in turn sell it to you, because that is building up, as he 
said, competition in his own area, but am I wrong about that? 

Mr. Crisp. I think you are. If you will look further in the record, 
I think you will see in that same hearing where Mr. Sutton inserted 
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in the record what the company had offered to do, and while he uses 
the word “wheel” there, it does not constitute an offer to wheel. 

His offer was to buy and resell. And I don’t think any of us need a 
clarification of the word “wheel” to know whatever “wheel” means; 
it doesn’t mean that. 

Mr. Jonas. You mean that what you wanted him to do was at a 
price per kilowatt-hour to deliver the Government’s power which it 
generated at Kerr Dam to you over his line. 

Mr. Crisp. That’s right, and us pay the Government for it. 

Mr. Jonas. Could you use that hydro? 

Mr. Crisp. No, of course we have to have it firmed. We have always 
taken that position, Mr. Jonas. 

Mr. Jonas. Even if he had been willing to wheel it for your account 
and let title be in you, you couldn’t have used it, could you? 

Mr. Crisp. Not unless it had been firm, but I recall the record here 
that he had promised the Congress he would firm it, also. 

Mr. Jonas. I know, but I am talking now about wheeling. 

Mr. Crisp. That is true. 

Mr. Jonas. Of course, when you start talking about firming hydro 
power, you have a lot of complications that come into the picture, 
don’t you? 

Mr. Crisp. We certainly have. 

Mr. Jonas. Well, that’ has been the experience all over the coun- 
try. It involves a question of determining how much power is avail- 
able, and they have other customers that have to be considered, and 
there are many factors and facets of that sort of an arrangement. 

Mr. Crise. That is true. 

Mr. Jonas. So there is more to the problem than merely being will- 
ing to wheel the 60,000 or the 30,000 kilowatts that are available 
for you. 

Mr. Crisp. There certainly is, Mr. Jonas. 

Mr. Jonas. Because you couldn’t use that and it wouldn’t be satis- 
factory with you if he did wheel that. 

Mr. Crisp. The only thing we use is kilowatt-hours, that’s right. 

Mr. Jonas. Now, the only difference you say remaining between 
you and the company is whether the c ‘ompany W ill purchase this power 
from the Government and then resell it to you 

Mr. Crisp. No, sir; that is not the difference now. You see, as a 
result of this offer that was brought forward by the Department of 
the Interior, I say offer—I say it was a suggestion—under that sug- 
gested arrangement, the company would wheel to us that power and 
energy which was actually available from month to month at the 
project, and we would pay the Government directly for it, and the 
Government would pay them a wheeling rate for delivery. 

Another part of that proposed arrangement was that the company 
selling directly to us would firm up that particular power that was 
wheeled to us. 

Mr. Jonas. In other words, you want the Government to purchase 
the power necessary to firm up this energy ? 

Mr. Crisp. Yes, sir; we do. 

Mr. Jonas. You want the Government to buy it? 

Mr. Crisp. Yes, sir. 

Mr. Jonas. From the company # 

Mr. Crisp. Yes, sir. 
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Mr. Jonas. And in turn sell it to you’ 

Mr. Crisp. Yes, sir. 

Mr. Jonas. You are unwilling to make an arrangement by which 
you buy it directly from the company, and that is the basis of the 
difference between you? 

Mr. Crise. We are not unwilling to do that, if it can be done in 
such a manner that section 5 is carried out, and we get a protection 
and security so far as the long-term contract is concerned, to which we 
are entitled, if it can be done that way, we will take it. If it can’t be 
done that way, neither we, nor anybody else in a long-term purchasing 
arrangement would take it. 

Mr. Jonas. Are you aware that many contracts of that nature exist 
in the Southwest area, and were negotiated by the former adminis- 
tration ? 

Mr. Crisp. No, sir; Iam not. I am aware of the fact that in the 
Southwest there was a pooling arrangement involved in which there 
was an exchange of power between the Government and the utilities 
in that area, but I am not aware of the fact that a given cooperative 
anywhere in the Southwest was buying firming energy from a private 
utility. 

Now, I could be mistaken about that, but I don’t think I am. 

Mr. Jonas. Well, I think that is the arrangement in several of the 
contracts in the Southwest where the Government sells the entire 
capacity of hydropower available from certain dams to private utili- 
ties, and the private utilities deliver back to the co-ops firming power. 

Mr. Crisp. That’s right, but the co-ops aren’t buying firming power 
from the private utilities. They are buying it from the Government, 
Mr. Jonas, and that is the only thing we have ever asked to be able 
to do here. 

Mr. Jonas. Now, do you find anything in the Flood Control Act 
which authorizes the Government to go out and buy power? 

Mr. Crisp. Yes, sir. 

Mr. Jones. What is the section ? 

Mr. Crisp. The section very clearly states that the Secretary is 
supposed to market this power in accordance with sound business 
principles. This he has done in the Vepco case and in others. 

And let me, by hypothetical analogy, point out how that is pertinent 
to your question. 

If Mr. Sutton owned Kerr project, Mr. Jonas, he couldn't sell that 
power to his customers without firming it up with steam energy. 

It would be absurd for anybody even to advance the proposition 
that he either could or would do that. It wouldn’t be sound business. 
He wouldn’t be deriving the use out of that project, much less the 
revenue of which it is capable. 

His customers wouldn't be willing to buy it unless he was selling 
it at dump rates. Now, I ask you if s sec tion 5 doesn’t enjoin upon the 
Secretary of the Interior the same basic good sense of business judg- 
ment that Mr. Sutton himself would employ in a like situation? 

Mr. Jonas. Well, I don’t know what Mr. Sutton would do, but I do 
know what section 5 says, and I don’t find anything in section 5 which 
authorizes the Secretary of the Interior to go out ‘and buy power for 
resale. 

Now, if you can find any language in that section that does authorize 
him to do that, I would be gl: d for: you to read it to me. 
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Mr. Crisp. Well, there are two, sir, under which I think inferen- 
tially i, 

Mr. Jonas. Just read the language, and you can interpret it for 
yourself, and I will interpret it for myself. 

Mr. Fascety. He is doing it. 

Mr. Jonas. I know they are doing it, but I am talking about whether 
the law authorizes them to do it. That is a moot question, and it hasn't 
been determined by the courts yet, except the Arkansas court ruled they 
couldn’t do it. 

I would just like the language the witness has in his mind to be read 
into the record, because I think that is the nub of the controversy. 

Mr. Crisp. In answer to your question, I am going to have to read 
more than is necessary in order to get it in. 

Mr. Cuvporr. Mr. Crisp, may I ask you to just hold for a second. 
I wonder if you would agree, Mr. Jonas, after Mr. Crisp answers this 
question, we have a 10-minute recess, to give the reporter a rest ¢ 

Mr. Crisp (reading) : 

Electric power and energy generated at reservoir projects under the control of 
the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to hecome effective upon confirmation and approval by the Federal Power Com 
MISSION. 

Mr. Jonas. May I interrupt you right there ? 

Mr. Crisp. Yes, sir. 

Mr. Jonas. Doesn’t the words “in accordance with sound business 
principles” apply to rates? 

Mr. Crisp. I think it applies to both. I think it applies to both. 

Mr. Jonas. Well, isn’t that a question of considerable controversy ? 

Mr. Crisp. It may be. To my knowledge this particular question 
has never been litigated. 

Mr. Jones. Will the gentleman yield ? 

Mr. Jonas. Yes. 

Mr. Jones. Isn’t it sufficient evidence as to the meaning of section 5 
of the Flood Control Act of 1944, the same language is carried in the 
Bonneville Act, the TVA Act, the Rural Electrification Act, and cer- 
tainly every Government corporation in the business, in the generation 
and sale of electric power. has either interchanges or outright pur- 
chases of power from contiguous private utilities. 

Mr. Crisp. I haven't finished, Mr. Jones. You are absolutely correct. 

Skipping a section which I assure you is not pertinent to the par- 
ticular issue : 

The Secretary of the Interior is authorized from funds to be appropriated by 
the Congress to construct or acquire by purchase or other agreement only such 
transmission lines and related facilities as may be necessary in order to make 
the power and energy generated at said projects available in wholesale quantities 
for sale— 
et cetera, et cetera, et cetera. 

Mr. Jonas. Yes; but that is talking about the power generated at 
the —_ ; that is not talking about buying power on the outside. 

Mr. Crisp. What does it mean when it says “purchase”? Purchase 
what ? 

Mr. Jonas. Transmission lines. 
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Mr. Crisp. And what else ? 

Mr. Jonas. And related facilities. It doesn’t say purchase power 
for resale. 

Mr. Crisp. It doesn’t say a lot of things, Mr. Jonas. It doesn’t say a 
lot of things, but I ask you, did the Congress of the United States 
intend that the Secretary sell that power in such a way as would be 
ridiculous from a business standpoint? That is the issue that is 
involved. 

Mr. Jonas. I don’t know. All I know is that that act to which you 
refer was passed in 1944. 

Mr. Crisp. That is true. 

Mr. Jonas. And I also know that in 1951 and in 1952, when the 82d 
Congress was in session, and before this administration came to power, 
Congress refused money to build transmission lines under that section. 

Mr. Crisp. That is true. 

Mr. Jonas. The very transmission lines that you think ought to be 
built to carry this power. 

Mr. Crisp. I have not said that they ought to be built, Mr. Jonas, 
that is something I havent’ said. 

Mr. Jonas. You said it in 1951—— 

Mr. Crisp. I didn’t say it. 

Mr. Jonas. Well, your organization did. 

Mr. Crispr. I said the funds ought to be authorized to study whether 
it ought to be built. I think some of them did, yes, sir; I am not 
reneging on that, but I want to set the record straight. 

Mr. Jonas. And Congress turned it down. 

Mr. Crisp. That’s right. 

Mr. Jonas. Twice. 

Mr. Crisp. That’s right. 

Mr. Jonas. And that was the former Congress, before the adminis- 
tration changed. 

Mr. Crisp. That is true. 

Mr. Jonas. Now, you have criticized the Secretary of the Interior 
for not going back to Congress the third time and asking for trans- 
mission funds. 

Mr. Crisp. I think that is justified on the basis of this record, that 
the company prior certainly to June 13 had not evinced its willingness 
to do what it told the Congress it would do, which was, in my opinion, 
one of the major reasons it refused to authorize the line in the first 
place. 

The Secretary had the evidence before him this year. 

Mr. Jonas. And you criticized the Secretary for not asking for 
transmission lines. 

Mr. Crisr. I protested that fact. 

Mr. Jonas. Notwithstanding the fact he had before him the evidence 
that Congress had twice in the 2 preceding years turned down those 
very transmission lines. 

Mr. Crise. He also had before him, Mr. Jonas, the evidence that the 
company had not evinced a willingness to do what it said it would do, 
which was something he wasn’t in a position to say in 1951 and 1952. 
The project wouldn’t even produce the power at that time. 

Mr. Jonas. Weren’t you in negotiations right then? 

_ Mr. Crisp. The Carolina Power & Light Co. and SEPA had been 
in some negotiations ; yes. 
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Mr. Jonas. Hadn’t they had repeated conferences and they just 
hadn’t been able to get together on some points of the contract? 

Mr. Crisp. Yes; some very essential points. 

Mr. Jonas. Well, the second basis of your criticism of the Secre- 
tary—the first is that he didn’t ask Congress for transmission lines, 
and your second is because he was not able to force Carolina Power 
& Light to make the kind of contract you thought they ought to 
make with you. 

Mr. Crisp. I have not said that, and I do not say it now. But I do 
say this: That the Secretary, instead of in this matter acting as our 
advocate, which we think he should, the Secretary at best has taken a 
middle position on this matter. 

He has not seen fit to offer to the power company the definitive pro- 
posal which we requested and which we said we would accept and 
which his own Department had set the precedent of accepting 2 years 
prior to his coming into office. 

Mr. Cuvuporr. Mr. Jonas, I wonder if this isn’t a good stopping 
point. 

(Short recess. 

Mr. Cuvuporr. The subcommittee will be in order. 

Mr. Jones. Mr. Chairman, during the recess someone handed me an 
alleged news release issued by Mr. Harllee Branch, Jr., the president 
of the Georgia Power Co., and I would like to read it at this time. 

The entire release is in quotations. 


The Georgia Power Co. was refused the right to testify today before the 
House Subcommittee on Public Works and Resources, which came to Atlanta for 
the announced purpose of ascertaining the facts regarding the distribution of 
Government reservoir power in this area. This refusal raises a serious question 
as to whether the present hearings of the subcommittee are being conducted in a 
bona fide search for facts or are being used as a propaganda medium for the 
benefit of Government-subsidized power groups and against the investor-owned 
utilities, and the great majority of American citizens served by them. 

On August 11, Alex Radin, a special pleader for the Government subsidized 
and tax-exempt power group, appeared before this committee in Washingtor 
He did not have to ask for the privilege of testifying. The committee issued 
him an invitation several weeks in advance, and gave him almost a full day 
to present his prejudiced views. 

In the course of his testimony Mr. Radin made certain misleading statements 
regarding the Georgia Power Co. and its long-standing policy of cooperation with 
the Government and the rural electric cooperatives. It was then announced by 
Chairman Chudoff that the subcommittee would visit Atlanta in order to get 
firsthand information about Clark Hill and other reservoir projects in the 
Southeast. 

We naturally assume that since our company’s name has been dragged into this 
hearing of the subcommittee in a most misleading fashion, and since the commi 
tee was traveling all the way to Atlanta, our headquarters city, at the taxpayers 
expense, they would want us to present our side of the picture. When after 
several days we failed to receive an invitation such as the committee had issus 
to Mr. Radin and other advocates of Government-subsidized power, I w 
Chairman Chudoff respectfully asking for an opportunity of presenting the fa 
regarding our company and its relations with Government power distribtu 
in this section. Chairman Chudoff replied on August 30, as follows: 

“Read your telegram, regret th ill x 


+ time vill ot pern it addir * of additinna 


witnesses to the list scheduled to appear in Atlanta on September 2. Wil 


vise you when to appear in Washington in November or December, if 


aa. 
when additional hearings are scheduled.” 

Surely the chairman is not so naive as to overlook the great disadvantage 
in which this places our company. The one-sided testimony being presented be- 
fore the subcommittee finds its way into newspaper headlines and into radio 
and television news reports each day that hearings are being held In tl 
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sence of contradiction, the public naturally assumes that the statements made 
by the witnesses are correct. 

It will be too late next week or next month to overtake the charges which Mr. 
Radin and other witnesses are making. By then the public will have formed 
its judgment and our defense is likely to be neither newsworthy nor of interest. 

The chairman’s telegram contains no real assurance we will ever be heard. 
His when, as, and if offer would still permit the record to be closed and printed 
in permanent form without rejoinder from us. We are advised the Georgia 
Federation of Labor was similarly denied an opportunity of presenting its views 
to the committee today. 

I regret that the president of the Georgia Power Co. has seen fit to 
denounce the committee as making an honest effort to ascertain the 
facts in relationship to the responsibilities of which this subcommittee 
has been charged. 

Of course, the people under the preference sections of the law should 
have, and will have as far as I know, the ear of this committee to bring 
forth any evidence that would lead this committee to believe that the 
law pertaining to the generation and the distribution of Government- 
owned power should be received by the people. 

If there is a departure from that policy, or if there is malpractice 
being entertained by the agencies of Government, it is a matter that 
should bear our circumspection and examination. 

Of course, no one attempted to preclude anybody from testifying 
before this committee, and as the words and the language employed 
by Mr. Branch himself is nothing more than a deliberate attempt to 
bring disrepute and a smear to this committee. 

The only thing that he omitted to say in his news release, he didn’t 
charge us with being Socialists and Communists, but he would lead 
you to believe that we are some political ideology other than Amer- 
icanism. 

So I for one, Mr. Chairman, resent the fact that Mr. Branch has 
seen fit to make utterances such as I have just read from the news 
release. 

Mr. Cuvporr. Thank you, Mr. Jones. I just want to make a very 

short comment on the news release. ; 

F _ of all, Mr. Branch has charged that the committee has been 
used as a propaganda sounding board. It appears to me that Mr. 
Br: ih is so angry ut me and probably some of the members of the 
subcommittee—and I don’t know Mr. Branc h, I never saw him, I 
don’t know who he is—that he is all excited, and if anything it appears 
to me that Mr. Branch’s company is the one that wants to use the 
committee as a sounding board for propaganda. 

The other answer I would like to make is this. 

If the Georgia Federation of Labor requested an opportunity to 
appear before ‘this committee, the request wasn’t made to me or any 
member of the staff, to my knowledge. If any other members of the 
subcommittee have had a request by the Georgia Federation of Labor, 
I would like to know it. I say to you that it is : definitely untrue. They 
never made a request of this subcommittee, and I dont think they 
intend to make a request. 

But if they do, if they make the request, we will try to work out 
the opportunity for them to be heard, too. 

Are there any further comments? 

Mr. Moss. Yes; I would like to make a comment, if I may. 
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It seems to me that Mr. Branch is trying to place the chairman in 
an unfavorable role and to place responsibility solely on his 
shoulders. 

I think that the chairman knows that he has the support, at 
least, of a clear majority of this committee in the decisions he has 
made, 

It is the feeling of the committee, and I, certainly, as long as I ara 
a member will insist that the Congress determine the type and the 
character of investigations, that they will not be determined oy 
Georgia Light & Power Co., or any other utility. 

They may, as they are now doing, try tomake all the propaganda 
they can. I am confident that if “they don’t give their case to this 
committee at the expense of their ratepayers, they will get it out if they 
feel it is necessary, and I would like to take sharp exception to two of 
the terms used, “the investor-owned utility” for one. Whether it 
is a co-op, whether it is a municipal system, whatever the character 
of a utility, it is investor owned. 

The taxpayer invests, the member of a co-op invests, and they are 
entitled to Just as much consideration as the smaller and more select 
group of investors who might enjoy the privilege of receiving the 
dividends of Georgia Power. 

Mr. Jonas. Mr. Chairman, this merely points up the point I have 
been making ever since this committee organized, and started out on 
this trip, and that is that we ought not to hold a public hearing and 
just hear one side of the controversy 

I think it would have been in the American tradition to have had 
everybody who wanted to testify, at least spokesmen from both sides, 
given an opportunity to say their piece before the same audience at 
the same hearing, so both sides could be heard before one side gets 
cold. 

I regret that we are running into these situations, and I don’t want 
to say 1f the committee had done what I have suggested we would have 
avoided it, but I do regret and will continue to regret that we didn't 
make it possible for both sides to be heard at Springfield. We stayed 
there 2 days and didn’t call anybody from the Southwestern Power 
Administration or the Department of the Interior. 

We are going to stay here today and not have testimony, except as 
one committee member this morning expressed it, from the plaintiffs. 
I don’t know, if I were a defendant, I would feel that I ought to be 
permitted to put in my testimony immediately following the conclu- 
sion of the plaintiff's testimony without the intervention of 2 or 3 
months’ time. 

Mr. Fasceii. Mr. Chairman, maybe I am laboring under a misap- 
prehension, but I did not realize that the private utility companies 
were the defendants in this particular hearing. You can’t force a 
man into a contract, and as far as the utility companies are con- 
cerned, it is just a question of whether they will or will not contract. 
Now, if it goes beyond that question and it resolves itself into what this 
subcommittee’s jurisdiction is, then I think we certainly ought to 
look into it. 

But I don’t see how we can make that determination as to whether 
or not there is some phase of this investigation which concerns the pri- 
vate utility, until such time as we find out exactly what the overall 
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problem is, and have given everybody an opportunity to determine its 
exact nature and where and why the private utility fits into it. 

I for one, before we get through with this investigation, feel that 
they ought to be heard. I think we ought to hear all of them that 
want to be heard. 

Mr. Cuuporr. We will now continue with the questioning of Mr. 
Crisp. 

Mr. Crisp. Mr. Chairman, I want to finish very briefly an answer 
to a question put to me by Mr. Jonas just before we recessed. 

That question was as to the interpretation of section 5 of the Flood 
Control Act of 1944 to the effect that the Secretary of the Interior was 
authorized to purchase firming energy in his sales arrangement of 
Government surplus power. 

I think that as both a practical and as a judicial principle, the intent 
of Congress in writing an act is the best key to its interpretation, and 
Congress year after year since that statute was enacted has affirmed 
the power of the Secretary of the Interior to purchase firming energy 
in these arrangements by approving his requests for authorization 
from the Congress to enter into the arrangements themselves. 

He has done that in the Virginia case 3 consecutive years. The Con- 
gress has done it in the Southwest and in other areas year after year 
ever since this statute was passed. 

Mr. Jonas. Do you know, Mr. Crisp, where the power proceeds of 
Southeast Power are deposited? Do they go to the Treasurer ? 

Mr. Crisp. They are covered into the ‘Treasury. 

Mr. Jonas. And it is true, isn’t it, that we, that is, the Congress, 
each year appropriates money to pay the wheeling charges. 

Mr. Crisp. That is true. 

Mr. Jonas. And those wheeling charges therefore become a charge 
against the United States Government ? 

Mr. Crisp. That is true. 

Mr. Jonas. And along with administration costs, and money is 
appropriated each year for administration including wheeling charges. 

Mr. Crisp. That is true, but I think this should be added to that: 
That the entire economic arrangement that is approved and continued 
from year to year through this particular legislative manner is one 
that comprehends the fact that the people who are purchasing the 
power are providing the United States Government with sufficient rev- 
enues to more than compensate the appropriation which from year to 
year is made to carry the transaction out. 

Mr. Jonas. Now I thought the only requirement was that the power 
should be sold at the cheapest possible price so as to return to the 
Government its investment in the erection of the dams, but not to 
repay the Government for what it pays out each year in administra- 
tion costs; isn’t that true? 

Mr. Crisp. No, I don’t think that is true, Mr. Jonas. The payout 
study of Kerr project, for instance, which the Federal Power Com- 
mission has approved and which I assume was initially submitted 
by the Corps of Engineers astern Power Administration— 
comprehended that the operating as well as the continuing invest- 
ment amortization charges in that particular project would be paid 
out from year to year under this arrangement. 

Mr. Jonas. Do you have the figures to show whether those payments 
that have been made in the past have included cost of administration ? 
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Mr. Crise. No. The figures wouldn’t reflect that fact in that 
manner, but the figures w ould reflect the fact that the cost of opera- 
tion and all of the charges involved in operating the project are 
covered by the project rate which is being administered in this case. 

Mr. Jonas. You don’t know how much, for example, last fiscal year 
Southeast Power paid into the Treasury from Kerr Dam. 

Mr. Crisp. I don’t know. Perhaps we have those figures available 
here. I don’t know what those figures are, Mr. Jonas. 

Mr. Jonas. I am a little confused about it. That is the reason I 
asked. 

Some people contend that Congress puts up the money for adminis- 
tration, and to pay wheeling charges, and never expects to get any 
of it back, and will not get any of it back, but Mr. Hudgins stated 
that that was not his underst: anding, and you have stated that it 
is not yours. 

Mr. Crisp. No, sir; it is not. It is not my understanding. That 
is not true. 

IT am sure that we can back that up. As a matter of fact, the 
analysis here even states that to the effect that the operating and 
maintenance expenses among others are covered by the project rate. 

Mr. Jonas. Operating and maintenance, but that is not administra- 
tion. 

Mr. Crisp. Perhaps we are mincing words. That is what I under- 
stand you to mean when you say operating costs, marketing expenses. 

We can use any word we wish to describe it. In other words, Mr. 
Jonas, let me put it this way. As I understand the law in this case, 
and as I understand its active application at this very moment for 
two-thirds of that power, the Government is selling that power under 
an arrangement and at a price that recovers to it, or at least that over 
the years, year by year, will guarantee the recovery to it, not only of 
the ‘amortization charges of the initial investment, but the current 
operating expenses including what I think you mean when you say 
administrative expenses. 

Mr. Jonas. Well, it ought to be a simple matter to determine how 
much was covered into the Treasury from the operation last year, 
and how much the amortization of principal was last year, and interest 
last year; and then if there is any difference, why, we will know that 
it was made up in appropriations made by Congress. 

Mr. Crisp. No, I am sorry to disagree with you. In any given 
vear the analysis of this operation in those terms would not neces- 
sarily show. 

For instance, we had a bad water year last year and the year 
before. This project rate, Mr. Jonas, is based upon average normal 
water conditions over, I think, is it a 40 or 50 year period? A 40-year 
period. 

You have bad water years, you have good water years, or, as they 
put it in the Bible, you save up in the fat years what you have to 
pay out in the lean years. And I would not therefore be able to see 
if any one given year that this was true. 

But the ‘project analysis which contemplates the continuity of con- 
ditions there over a year period will show, I think, unmistakably 
that all the marketing expenses, all of them, including what I assume 
you mean when you say administrative expenses, are properly covered 
by the revenue derived from the Government in the sale of the power. 
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Mr. Jonas. I don’t know what the facts show about Southeast 
Power, because I don’t have them available. The record does show 
that Southwest Administration has piled up a deficit of $6.5 million 
over the last 5 years. 

Mr. Crisp. I am not familiar with that arrangement out there, of 
course, and I couldn't comment on that. 

Before I retire, Mr. Chairman, I want to make a brief statement. 

Mr. Cuvporr. Let’s not talk about retirement. Some of the other 
members of the committee may have some questions. 

Do you want to save your statement until you answer further 
questions 4 

Mr. Crisp. Yes, sir. 

Mr. Jonas. Make it now while you want to. 

Mr. Crisp. It is just my close-off. 

Mr. Cuvporr. Mr. Jones. 

Mr. Jones. I would like to ask the witness some questions. 

Mr. Crisp, do you know whether or not the Duke Power Co., the 

‘arolina Power Co. opposed the John Kerr project / 

Mr. Crisp. Mr. Jones, I could not state to you that as a matter of 
record I know that they opposed it. By hearsay, yes, they did. I 
know that they have opposed these transmission authorizations. 

Mr. Jones. What was the date of the authorization ? 

Mr. Crise. I think the project was authorized—I don’t know when 
it was authorized. It was activated in 1945, I think. 

Mr. Jones. And then the first appropriation was made in 1950 

Mr. Crisp. No. I think the first appropriation was made in 1945. 

Mr. Jones. That was planning. 

Mr. Crisp. That is true. 

Mr. Jones. Actual construction. 

Mr. Crisp. I think that.is correct. 

Mr. Jones. Now, do you know whether or not the Virginia Electric 
Power Co., Duke Power Co., the North Carolina Power Co. opposed 
the appropriation for the construction of that project ! 

Mr. Crisp. By hearsay: yes. 

Mr. Jones. And did they advocate at that time that one of the 
reasons that they opposed it, that there was not any need for the 
power in that area ? 

Mr. Crisp. Yes, sir. 

Mr. Jones. And that there was not a shortage of power / 

Mr. Crisp. Yes, sir. 

Mr. Jones. And it was not a wise and prudent use of the taxpayers’ 
money to construct the project / 

Mr. Crisp. Yes, sir. 

Mr. Jones. The John Kerr Dam. 

Mr. Crisp. Yes, sir. 

Mr. Jones. Now, after the appropriations were made and subse- 
quent thereto, there was a request for a transmission line to serve 
the preference customers in Virginia and North Carolina. 

Mr. Crisp. That is true. 

Mr. Jones. Do you know the position of the power companies in 
opposing the appropriation for transmission facilities ? 

Mr. Crisp. They opposed them most vehemently. 

Mr. Jones. On what ground ? 
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Mr. Crisp. That they had existing facilities in the area, which 
they would tender to the Government in an exchange that would put 
that power in our hands. 

Mr. Jones. At the project that they had opposed in its authorization 
and appropriation for the project. 

Mr. Crisp. That is true. 

Mr. Jones. They said that they could transmit that power to the 
utilities for—What was the ransom on it ? 

Mr. Crisp. For transmission ? 

Mr. Jones. Yes; the ransom. 

Mr. Crisp. I have to go back to my current negotiations. Of course, 
we hadn’t come to an agreement. I may not be responsive to your 
question, Congressman. 

Mr. Jones. I am talking about the transmission now, the transmis- 
sion costs. 

Mr. Crisp. Their position has been traditionally that they would be 
the brokers in the power. 

Mr. Jones. Are they transmitting that power without any profit 
made on the transmission / 

Mr. Crisp. Oh, no. They will be paid a wheeling rate, plus, Mr. 
Jones, in this particular case the outright purchase at the project of 
half the kilowatts there. 

Mr. Jones. So what we have actually got here is a good bus-bar 
arrangement for the utility. 

Mr. Crisp. That’s right. 

Mr. Jones. For the simple reason that funds on two occasions have 
been denied the Virginia electric co-ops, and the North Carolina 
co-ops to prevent the Federal Government from building for them 
transmission facilities. 

Mr. Crisp. Th: at is true. We were even denied, Mr. Jones, a feasi- 
bility fund of $23,000 to go and find out whether it was economically 
practicable to build such transmission lines. 

Mr. Jones. Because the rejection was made on the figure submitted 
by the 2 power companies in the 2 States. 

Mr. Crisp. Yes, sir. 

Mr. Jones. What do vou estimate that power could be obtain os 
for at Buggs Island if transmission facilities were owned by the 
Federal Government that trans og the power to the cooperative es 

Mr. Crisp. In all honesty, sir, I cannot answer that question 

Mr. Jones. I believe that’s all, ‘Mr. Chairman. 

Mr. Cuvuporr. Mr. Moss. 

Mr. Moss. First, Mr. Crisp, I want to compliment you on a most 
excellent presentation. You are not asking in this instance for a 
subsidy, as would be implied by the criticism or the statements en- 
tered in the hearings before the Senate, but rather you are asking for 
your legal rights under the Flood Control Act. 

Mr. Crisp. That is true. 

Mr. Moss. And in the operation of these power administrations, 
such as Southwest and Southeast, isn’t it possible that in setting them 
up to service co-ops “90 municipalities over a long-range plan, that 
there could be periods where deficits might be incurred, but that the 
ultimate effect would be a complete amortization, the absorption of 
all expenses incidental to the transmission and the marketing, and, 
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in most instances, figured within that would be a return to the Gov- 
ernment above just meeting those expenses. 

Mr. Crisp. True. 

Mr. Moss. I believe that in the case of Southwest the point was 
developed rather strongly before the committee at the hearings at 
Springtield, Mo. 

Now, on this matter of the policies of the Congress, it is rather 
difficult to determine them by taking an isolated instance such as the 
denial of funds for the construction of the transmission lines you 
desire. 

Mr. Crisp. That is true. 

Mr. Moss. The denial being partly at least, and to a great degree, 
upon the representations of the private utilities that they “would wheel 
in order to avoid the construction of duplicate facilities. 

Mr. Crisp. The record is replete with that very evidence. 

Mr. Moss. But wheeling apparently is open to various interpreta- 
tions, mine being that it is a transportation arrangement, purely 
and simply. 

Mr. Crisp. That is true. 

Mr. Moss. Would you concur in that! 

Mr. Crisp. Yes, sir; absolutely. 

Mr. Moss. That being that, it is a brokerage arrangement to date. 

Mr. Crisp. Which is inconsistent with the jargon of an industry that 
is far older than either the preference clause or the rural cooperatives. 

Mr. Moss. I quite agree with you. We have much integration of 
systems in my part of the country and they wheel for each other. 

Now, during this period when Congress was denying funds for 
your transmission lines, and I want to bring this out because I think 
it represents the fact that it was not a olicy of Congress to deny 
transmission lines as such, in my district they appropri iated for trans- 
mission lines because we were not able to enter into a satisfactory or 
a feasible wheeling arrangement, and that, taken as a part of the 
activities of the same Congress, would certainly not indicate an in- 
tention on the part of Congress to permanently deny, if satisfactory 
wheeling arrangements could not be entered into. 

Mr. Crisp. Certainly not. 

Mr. Moss. I think that you took away one of the points I wanted to 
develop, that Congress through its repeated appropriations has cer- 
tainly recognized clearly the right of the Secretary of Interior to 
enter into the arrangements for firming. I think: that has been clearly 
iustrated in connection with the Southwestern Power Administra- 
tion. 

Mr. Crisp. It would certainly be anomalous for the Congress to 
tell him in a formal continuing statute to operate it in accordance 
with sound business princ iples, and then deny him the prerogative 
of purchasing firming power when that was necessary to abide by 
that criterion: wouldn't it? 

Mr. Moss. Well, it would mean that those receiving power would 
be on a catch-as-catch-can basis, and would probably refuse to buy 
it, and how that could possibly be interpreted as a sound business 
approach to the marketing is beyond me. 

Mr. Crisp. We won't buy it that way. 

Mr. Moss. Again I want to pay my respects for an excellent job 
on your part. 
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Mr. Crise. Thank you, sir. 

Mr. Cuuporr. Mr. Fascell. 

Mr. Fascety. Assuming that the denial of the funds, both for the 
study and the actual construction of transmission lines, is predicated 
on the statement of the utilities that they would wheel, and we have 
a situation where we have Government power which has been pro- 
vided for, and is not being used, that leaves the utility in the position 
where they can just sit and sit and sit and bargain and bargain and 
bargain. 

With that, would the situation be alleviated in any way if the law 
were to provide that a time limit were to be fixed within which a con- 
tract could be entered into? 

Just take an arbitrary time, say, 2 years that the power would he 
idle, and at that time it would become automatic for the building of 
transmission lines or for some other course to take place. Would 
that be helpful in solving the situation you now find yourself in 4 

Mr. Crisp. I think that it would overall. However, Congressman, 
just such a condition was placed in an authorization for the South- 
eastern Power Administration in South Carolina a couple of years 
ago, and you got into this situation. 

You got into a situation where the Southeastern Power Adminis- 
tration said that the condition had been fulfilled, and I believe it was 
the Duke Power Co. said the condition hadn’t been fulfilled, and they 
got into litigation over it, the net result of which was that the Secre- 
tary’s proceeding in that case to do what the Congress had told him 
to do in the event the company did not live up to this condition was 
invalidated. 

It was first invalidated, I think, by the Comptroller General. and 
it was later, I think, questioned in a Federal district court. 

One Congress can’t bind another one, except if the contract is ac- 
tually entered into, and if a contract hasn’t been consummated within 
that 2-year period. Congress by its own will, of course, could undo 
what it had even said it was going to do, I realize that. 

But in overall answer to your question, my answer would be yes, I 
think it would have. é , 

Mr. Fascety. No further questions. 

Mr. Jones. I have one question, Mr. Chairman. 

Mr. Cuvuporr. Would you yield to Mr. Jonas? 

Mr. Jones. Yes. 

Mr. Jonas. This question arises by reason of an answer you made 
to one since I suspended. You said something about $23,000 fund, 
study fund, being denied. 

Mr. Crisp. Yes. 

Mr. Jonas. When was that? 

Mr. Crisp. That was in 1951. I get mixed up because they are on 
budgets for the following fiscal year. I think it was in the calendar 
year 1951, Mr. Jonas. 

Mr. JONAS. That was before the 83d Congress came into power. 

Mr. Crisp. Yes, sir: very definitely. 

s Mr. JONES. Mr. Crisp, do you know whether or not the Virginia 
Electric Power or the private utilities operating in the State of North 
Carolina have taken advantage of tax amortization ? 

Mr. Crisp. To the tune of multimillions of dollars. Mr. Jones. 
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and say, “Why of course it is an impractical situation and one that 
should not be permitted to pass.” 

Thank you. 

Mr. Jonas. One question. I didn’t know you were going into this 
tax amortization business. 

Under what act are those amortization authorities granted, Defense 
Production Act, that is? 

Mr. Crisp. Initially during World War II and I think reenacted 
by Congress in 1950 in connection with the Korean war. 

Mr. Jonas. And it is still on the books. 

Mr. Crisp. That is true. I might add, though 

Mr. Jones. And we just voted for its extension, too, didn’t we? 

Mr. Crisp. That is right. 

Mr. Jones. And we did it because we were trying to increase the 
energy needed for national defense. 

Of course nobody objected to improving the conditions of a private 
utility, but by the same token the public utilities should not be penal- 
ized by such mischief and rase ality that they tried to practice against 
the people’s operations. 

Mr. Cuuporr. If there are no further questions, Mr. Crisp, will 
vou make your closing statement / 

Pardon me, Mr. Austin has a question. 

Mr. Avustrx. Thank you, Mr. Chairman. 

Mr. Crisp, have you ever given the thought to the possibility that 
actually there is a subsidy in most of these dams in which the users of 
electricity, the preference customers, insofar as they can get the elec- 
tricity, are actually subsidizing flood control and the other benefits 
from these dams? 

Mr. Crisp. My answer to that is a nebulous “Yes.” This is a highly 
complex question, and to assume to answer it would be to imply that 
I am possessed of the complex knowledge necessary to defend it. 
I am not. 

It is a cost enginering question, and I think there are those present 
who could answer that question, and give you ammunition to back 
up their answer. 

We are personally of the opinion that in several instances perhaps 
the initial allocations were prejudiced a little bit as between power 
and flood control and so forth. That is a highly arguable question 

I wouldn't be fair to you, though, if I didn't te I you that our pur- 
pose in bei ig here tod: iv is ] just to acce pt, re gardle ss of our agreement 
with it or not, the status quo of the project and the initial plan under 

which it was constructed, and to try as best we ean to obtain whatever 
meager benefits are there in behalf of our people 

Mr. Acstrn. Is Kerr Dam a m ultipurpose pro ject 4 

Mr. Crisp. Yes, sir. 

Mr. Acstrn. Is it flood control ? 

Mr. Crisp. Yes, sir; it is. 

Mr. Avcstry. Could the flood control have been built at Kerr Dar 





with the same amount of money that was apportioned to flood contro! 
in the breakdow n of cost allo ation of that dam ¢ 
Mr. Crisp. In my opinion it could not, but in being intellectually 
= * 
hon est at | this point I want to Say ’ this. 
There is a point. when you get into an analysis of this type. 


, 
where vou come to an arbitrary area. and I want to concede that fo 
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the record right now. It is a legitimate, arguable area, no matter 
which perspective you take on it. 

Mr. Austin. Let me just ask you further, are there any dams pro- 
ducing Government power other than the Kerr Dam that are avail- 
able to your area of North Carolina ? 

Mr. Crisp. I am going to give you a tentative “yes.” Philpott, in 
my opinion, is capable of producing power that would be of use and 
benefit in some of our northern systems. 

Mr. Austin. Are any of those northern systems getting any power 
from it? 

Mr. Crisp. They are not. All of that power is being sold to the 
Appallachian Power & Light Co., and I think it is 10,000 dependable 
capacity in terms of kilowatts. 

Mr. Avustry. You heard Mr. Hudgins give the benefit-ratios be- 
tween the benefits to the cooperatives and that of VEPCO on their 
proposition. Do you have any benefit-ratio figures as between the 
cooperatives of North Carolina and the Carolina Power Co.? 

Mr. Crise. Based on a similar arrangement, it is our opinion that 
it would result in benefits of from 6 to 9 times for the company what 
the co-ops would get. 

Mr. Austry. ‘hat is under the arrangement that you would be 
willing to accept as the best possible under the circumstances ? 

Mr. Crise. That is true. 

Mr. Acstrx. You mentioned that the wholesale rates in North 
Carolina have been pretty good from the power companies. Has that 
been traditionally true ? 

Mr. Crisp. It has not. 

Mr. Austin. I think it might be interesting to quickly point out 
when that change came about and what the conditions were. 

Mr. Crisp. I am not too familiar with all of it either as to fact or 
time, but we have paid as much as 14 and in some cases I think 17 
mills in North Carolina in the past for our power, and this was prior to 
the inflation that has taken place in the last 20 years, too. 

We are now buying our power at a rate of 7.5 mills from those 
companies. I think that anybody who reviews the record compre- 
hensively would have to admit that there was a very interesting coin- 
cidence of the construction of the Cooper Dam in South Carolina 
and the reduction in rate which we last got from Carolina Power & 
Light Co. and which we also got from the Duke Power. 

Mr. Avustry. In other words, that was a lever, even though it might 
be available to the cooperatives in other States, which helped bring 
your power costs down. 

Mr. Crisp. That is true, for the reason you see those companies 
have both of those States in common. In other words, they are pref- 
erence customers in South Carolina under the C. P. & L. just as the 
North Carolina. 

Mr. Austin. Who is getting the power at the present time from the 
John Kerr Dam that is allocated to North Carolina that you hope 
will come to you? 

Mr. Crisp. The Virginia Electric & Power Co. They are paying 
3 mills a kilowatt-hour for it. It is being sold as dump. It is not 
dump energy but it is being sold at dump rates. 

Mr. Austin. To VEPCO? 


Mr. Crisp. That’s right. 
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Mr. Avst1n. Not to the Carolina Power & Light, but to VEPCO. 

Mr. Crisp. That’s right. 

Mr. Austin. A few moments ago in a discussion that you were 
having with Mr. Jonas, when you were asked something about a power 
shortage, you started to say that there was no power shortage now 
but—and I don’t believe you finished the other part. 

Mr. Crisp. Well, here again we get into a nebulous and highly 
arguable subject. 

We think there has been a power shortage in North Carolina, cer- 

tainly in the recent past, in the sense that there wasn’t sufficient power 

there to develop the potential of consumption that would have de- 
veloped had the power been available, but this is a highly arguable 
question, we realize that. 

There have been isolated instances in the past certainly where the 
Tidewater Power Co. was concerned before the Carolina Power & 
Light Co. took over, of notorious shortages of power and services and 
so forth, in that particular area, but I would not hold the Carolina 
Power Co. responsible for that. As a matter of fact, they salvaged 
the figures, and I am glad that they did. 

Mr. Austin. I have nothing further. 

Mr. Cuuporr. Are there any further questions? Now, Mr. Crisp, 
we hope you can present that summing up statement. 

Mr. Crisp. I first want to thank the committee for letting us come 
down here and testify, and for indulging in what I fear to have been 
certain vitriolic outbursts on my own part. 

I have nothing but the highest respect for this committee and every 
member of it, and I don’t question the conscientious motivation of any 
member sitting here, and I hope I haven’t implied that I am here for 
any purpose except to say this to you. 

We are little people. We are out where the houses are scarce, and 
we have always had a tough time. I don’t think anybody in this 
room needs to be reminded of that. 

The only reason we are here is because the institutional approach 
to the production and generation and distribution of electricity that 
had traditionally been evolved in this country prior to 20 years ago 
had failed abysmally to meet the most common needs of the people 
in the area that we now serve. That is the only reason we are in 
existence. 

The fact that that institutional approach was guilty of countless 
sins of omission has been conceded even by their most notorious mouth- 
pieces. 

We are not here to raise the issue of that institutional approach. 
We specifically do not believe in a Government monopoly of power 
or any other monopoly of power facilities in any area. 

I think the history of the last 20 years proves that only by inject- 
ing a competitive element in power supply and power distribution 
arrangement in a given area do the consumers of both institutional 
approaches get the benefits to which they are entitled. 

We are little. We represent 700,000 individual people in North 
Carolina. We have come together for one purpose and one purpose 
only, and that is to get a service as cheaply and as soundly as we 
can get it. 

To the extent that we are able to benefit and to enhance our posi- 
tion in that respect, so far as the preference clause is concerned, we, 
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of course, want to avail ourselves of that opportunity. That is the 
reason we are here. That is the only reason we are here. 

Mr. Chairman, we enjoin this committee to do whatever it can to 
help us do simply this: To exercise our rights under the law. 

Thank you. 

Mr. Cuvcporr. Mr. Crisp, I for one, and also on behalf of this com- 

mittee [ would like to compliment you on your forthright statement. 
I am from Philadelphia and we have no public power problem at 
all. Asa matter of fact, the people of Philadelphia don’t even know 
that it exists. And if I had not gone to Washington and gotten on this 
committee, I probably would never have known that it existed in the 
fashion that it does. 

The committee is very anxious to help solve the problem. We know 
you have a problem. We are interested in the little people of this 
Nation, and I assure you that your forthright testimony to this com- 
mittee will go a long way in helping us arrive at recommendations that 
we hope to make to the Cc ongress. 

Thank you again. 

Is Mr. Basil Thompson in the room ? 

Mr. THompson. Yes. 

Mr. Cuuporr. Would you take the witness chair, please, Mr. 
Thompson. Will you identify yourself, Mr. Thompson, for the re- 
porter, please ? 


STATEMENT OF BASIL THOMPSON, MANAGER, ALABAMA ELECTRIC 
COOPERATIVE, INC. 


Mr. THompson. Mr. Chairman and members of the committee, my 
name is Basil Thompson. I am employed as manager of the Ala- 
bama Electric Cooperative, Inc., a generation and transmission electric 
cooperative presently operating in nine counties in southeast Alabama, 
with headquarters at Andalusia, Ala, 

Mr. Jones. Mr. Chairman, I would like to say that I have had the 
opportunity and pleasure of working with Mr. Thompson way back in 
the dark days when you were trying to get a steam generating plant, 
and I know of no one who is as thoroughly familiar with the subject as 
Mr. Thompson, and I am delighted to see him today to ring loud and 

clear the voice of Alabama for REA. 

Mr. THomerson. Thank you, Mr. Congressman. I did not realize 
that all the other States had the same problem that we do, but it seems 
like the Vv have proble ms too. 

I appreciate very much the opportunity of appearing before this 
committee, to tell of our experience in attempting to secure—for our 
member cooperatives and municipalities—electric power and energy 
produced at Federal hydro projects. These attempts have been 
largely unsuccessful so far. 

If I may, I would like to present some background information 
which will perhaps serve to make my statement more meaningful. 

Alabama Electric Cooperative, Inc., is composed of 15 REA dis- 
tribution cooperatives in Alabama and northwest Florida, together 
with 6 municipalities, and 2 industries in Alabama. The 15 member 
REA cooperatives are composed of some 125,000 farm families. 
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At present, Alabama Electric Cooperative, supplies electric power 
at wholesale to 5 of its member cooperatives, 7 municipalities, and 2 
industries, all in Alabama. 

Alabama Electric Cooperative was organized in 1941 by the 15 
REA distribution cooperatives, who wanted to assure themselves of 
an adequate source of wholesale electric power, at reasonable rates, 
and with good service. Alabama Electric Cooperative actually be- 
gan operations in September of 1944, when it purchased the electric 
facilities of the Alabama Water Service Co. This company, a small 
utility which had its headquarters at Andalusia, Ala., had been or- 
dered to dispose of its holdings by the Securities and Exchange Com- 
mission. It had properties gener rally in an area in which the Alabama 
Electric Cooperative had originally been organized to serve. 

Since Alabama Electric Cooperative began operations in Septem- 
ber of 1944, it has seen the peak demand on its system increase from 

8,700 kilowatts to over 44,000 kilowatts. Its sales have gone from 
41.277.371 kilowatt-hours in 1945, to 162,808,777 kilowatt-hours in 
1954. 

Alabama Electric Cooperative operates three relatively small hydro 
generation plants. These have a combined generation possibility of 
only about 8,800 kilowatts under ideal conditions—which seldom exist. 
It has a new steam powerplant which was placed in operation in De- 
cember of 1954. This plant has a rated capacity of 15,000 kilowatts. 
Alabama Electric also operates two small diesel generating plants, 
with a combined capacity of some 1,500 kilowatts. These two plants 
are used only on a standby, emergency basis. 

So you can see that Alabama Electric Cooperative can’t begin to 
generate all its power requirements, to say nothing of meeting future 
requirements of its consumers. Presently the cooperative purchases 
its deficit power requirements from the Alabama Power Co. In 
1954, the cooperative purchased over 141 million kilowatt-hours from 
this company. 

If the committee will indulge me just a moment, I would like to 
point out that the arrangement of purchasing power from this com- 
mercial power company has not always been entirely satisfactory to 
us. We have been faced with such things as poor service, rate varia- 
tions of some 8 mills per kilowatt-hour, and even having to buy power 
at higher rates than the power company was selling it to individual 
REA distribution cooperatives who were buying much smaller 
amounts of power than we were. We have had to face bitter op- 
position from this company at every turn. In 1947, they went to 
court and were successful in blocking our attempt to install a steam 
power generating plant. And in 1951, when the plant was finally ap- 
proved, they again attempted to block the plant. I mentioned the 
rate variations of some 8 mills per kilowatt-hour which we have ex- 
perienced. The only way Alabama Electric Cooperative, and the 
other REA cooperatives in Alabama, have been able to obtain rate 
reductions, has been through competition—and the threat of competi- 
tion—offered by Alabama Electric Cooperative, and its fight to build 
additional generation facilities. 

Also, we are concerned over being forced to depend upon this com- 
pany for our power needs for still another reason. In the spr ing of 
1941, this company called upon its consumers—including RE A co- 
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operatives—to curtail their use of electricity by one-third. This was 
many months before the start of World War II. Had it not been for 
the TVA, and other Federal power projects, we fear that this area, 
and the entire Nation, would have been in a bad way for power during 
this time. We are concerned that, if we are forced to continue to 
depend upon this company to meet our deficit power needs, that we 
may be called upon to observe brownouts in the future. 

The points I am trying to get across are: 

(1) That we do not at this time have enough generation facilities 
to meet the needs of our consumers; and, 

(2) That we feel, based on our past experiences, a great insecurity 
in having to buy additional adel yower from a company which has 
fought us so bitterly in the past; vias th would, we know, like to put 
us out of business if they could possibly do so; and which has not 
always been able to meet the needs of its consumers in the past. 

With that information as a background, I would now like to touch 
briefly on our efforts to obtain power which we so desperately need, 
from a Federal hydro project in our areé Jim Woodruff Dam, 
now under construction on the Apalachicola River, near Chattahoo- 
chee, Fla. 

May I remind the committee that we are a cooperative, and most of 
our consumers are cooperatives and municipalities—all of which have 
preference rights to power produced at Federal hydro projects under 
section 5 of the Flood Control Act of 1944. 

We began our efforts to secure power from the Jim Woodruff proj- 
ect, when it goes into production, as far back as 1948. In October of 
that year, we wrote the Department of Interior, pointing out our status 
as a preferred customer, and our need for power, and entering a re- 
quest for power from the Jim Woodruff Dam when this project was 
completed. I believe construction was just getting underway at that 
time. The Interior Department replied to our request, and stated 
that it would inform us when marketing plans had reached a point 
where a discussion would be of value. They expressed the opinion then 
that this project would be completed by 1952. Of course, the comple- 
tion date has been set back several years from that original estimate. 

In August of 1950, we received a letter from the late Ben Creim, 
who was then Administrator of the Southeastern Power Administra- 
tion, telling us that the SEPA had been set up as the power marketing 
agency of the Interior Department for this area, and asking whether 
we would be interested in making formal application for power from 
the Jim Woodruff project. We immediately filed application for 
25,000 kilowatts of power from this project. 

Our negotiations with SEPA continued following this, and by Jan- 
uary of 1951, had progressed to the point that we entered into a memo- 
randum of understanding with SEPA. This memorandum set forth 
the desire of SEPA, and the cooperative, to enter into a formal con- 
tract for the purchase, by the cooperative, of power from the Jim 
Woodruff project. The initial amount of power which we would 
obtain was set at 7,500 kilowatts. 

After further study and negotiations, on January 9, 1953, we en- 
tered into a formal contract with the Department of Interior, acting 
through the Southeastern Power Administration, for 10,000 kilowatts 
of power from the Jim Woodruff project. 
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We entered into this contract in good faith, and apparently the 
Southeastern Power Administration did likewise. However, so far 
as we know, the Department of Interior has never made a single move 
to make this contract effective. Not too many months ago, while in 
Washington, I contacted Assistant Secretary of the Interior Fred G. 
Aandahl about this contract. I was told by him, in effect, that we 
had no contract until it was approved by the Department of the 
Interior. 

That approval has not been forthcoming, and we are doubtful that 
it will. In fact, it is our considered opinion that the Department of 
the Interior intends to do nothing about Jim Woodruff power, as far 
as preference agencies are concerned, so as to make sure the entire 
output of this dam will go to commercial power companies. 

We understand that Jim Woodruff is now expected to go into pro- 
duction of power in August of 1956. So you can see that if we are to 
obtain any power from Jim Woodruff—to which we are entitled by 
law—we must begin to make plans and arrangements immediately. 

We are, of course, some distance from the Jim Woodruff project. 
This means that there must be some means of getting the power to us. 
The contract which we entered into with the Department of the 
Interior, acting through the Southeastern Power Administration, pro- 
vided for that delivery in this manner: 

The SEPA proposed to construct a 110-kilovolt transmission line, 
some 46 mile in length, away from the dam to a point in Houston 
County, Ala. The Alabama Electric Cooperative proposed to con- 
struct a 110-kilovolt transmission line, some 55 miles in length, from its 
present system to tie in with the SEPA line at the point in Houston 
County. 

The Congress, in 1952, appropriated $25,000 in planning funds 
toward construction of the SEPA line. That money has been spent, 
and plans made for the construction of the line. However, ince 1953, 
the Department of the Interior has not even requested from the Con- 
gress funds with which to construct this line. As a result, in order to 
make our contract effective, we have been put in the position of having 
to ask the Congress to appropriate funds for a transmission line, for 
which the Department of the Interior was not even asking funds. 
You can realize that this puts us at a great disadvantage in going 
before the Congress on this matter. ie 

May I point out that the cooperative would bear its share of the 
cost of the proposed SEPA line in the form of energy charges. 

I appreciate very much the patience of the committee. Just a few 
more remarks and I will be through. But I would like to point out, 
briefly, what power from the Jim Woodruff would mean to us and our 
members. 

First of all, it would mean that the Department of the Interior would 
be complying with the law of the land in making available to coopera- 
tives and municipalities—and their members and consumers—low-cost 





power produced at Federal hydro projects. 

_ Second, it would mean for the Alabama Electric Cooperative and 
its members, a security in power supply which they do not presently 
have. It would also mean greater protection to the Government loan 
funds advanced to us, and our member cooperatives. We know, from 
past experience, that the commercial power companies would like to 
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put us—and our member cooperatives and municipalities—out of busi- 
nes if they possibly could. 

Third, it would be a good investment for the Government. We will 
pay to the Government a proper charge for power and energy from 
Jim Woodruff. If the Government is put in position of having to 
sell this power at the bus bar—because it has no means of delivering 
it to preference customers—then the power will undoubtedly have to 
be sold at dump rates to commercial power companies. 

Finally, this would be helping protect the interests of all people 
everywhere. It is interesting to note that before TVA was set up, 
the Alabama Power Co., was buying power from Wilson Dam, in Ala- 
bama, for 1.67 mills per kilowatt hour, and selling it to farmers within 
sight of the dam for over 10 cents per kilowatt hour. This shows 
what can, and often does, happen when there are no means available 
by which power from a Federal hydro project can be taken to the 
people, for whom the Congress intended the power should be made 
available. 

And again may I state, in closing, that it is our considered opinion 
that the Department of the Interior is, by delaying the approving of 
our contract with SEPA, and by not requesting funds for a trans- 
mission line to serve us, deliberately creating a condition where the 
power from the Jim Woodruff project will be certain to go to com- 
mercial power companies in the area 

Mr. Chairman and gentlemen, I thank you very much for giving 
me the opportunity to be heard by your c ommittee. 

Mr. Cuvporr. Mr. Thompson, we are now going to recess for lunch, 
and we would like to have you back here at 2 o'clock to answer some 


questions. Also at that time would you bring a list of the people 
who came along with you from Alabama who we will not necessarily 
question, but we would like to have in the record. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m., of the same day.) 


AFTERNOON SESSION 


‘The subcommittee reconvened, pursuant to recess, at 2 p. m., Repre- 
sentative Earl Chudoff (chairman of the subcommittee) pr esiding. 

Mr. Cuvporr. The subcommittee will be in order. 

Before continuing our examination of Mr. Thompson, I would like 
to read into the record an answer to the telegram that I sent to the 
Secretary of the Interior requesting information as to the proposed 
agreement for the disposal of Clark Hill power in Georgia which 
appeared in the New York Times and papers throughout the South. 

You will recall I stated in the telegram that we would like to have 
Mr. McKay send us, the committee, full details of that preliminary 
draft or proposed agreement. In response to that telegram I received 
the following telegram which is datelined Washington, D. C., 12:33 
p. m., September 2. It is addressed to me as chairman and it says, 
and I quote: 

As soon as preliminary draft of proposed agreement for disposal Clark Hill 


power in Georgia completed by SEPA it will be made available to the cooperatives 
for their study and information and conferences will be held later. 


Dovetas McKay, 
Secretary of the Interior. 
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This is not a very responsive telegram. I asked that he supply the 
information to the committee. I didn’t ask that he supply it to the 
cooperatives. 

The telegram does appear to bear out the real facts that a prelim- 
inary draft hasn’t even been completed, and it appears to me that the 
Secretary of the Interior wasn’t very fair to the people involved in 
issuing a news release that a draft or proposed agreement was ready, 
and the w ay I read the release, it had already been submitted to the 
c0-Ops, 

So in my opinion as chairman of this committee, I don’t think this 
telegram in answer to my telegram tells us anything or helps anybody 
in the public power problem. 

Mr. Jones. Mr. Chairman, I suggest the only way you could go 
about finding out the details is send telegrams to the Georgia power 
companies. 

Mr. Cuvuporr. If the Pacific Gas & Electric can write regulations 
about wheeling Federal power over public handle, I guess the Georgia 
Power Co. can write an agreement for the wheeling of power to the 
cooperatives in Georgia. 

Mr. Thompson, would you read into the record the other persons 
from Alabama attending the committee hearing today, and then we 
will open the testimony to questions. 


FURTHER TESTIMONY OF BASIL THOMPSON, MANAGER, ALABAMA 
ELECTRIC COOPERATIVE, INC. 


Mr. Tuompson. The other persons from Alabama attending the 
Chudoff committee hearings in addition to myself, Basil Thompson, 
are John Ford, executive manager, Alabama Rural Electric Associa- 
tion of Cooperatives; Barney Woodham, manager, Wiregrass Electric 
Cooperative, Hartford, Ala.; Chester Wingard, manager, Center Ala- 
bama Electric Cooperative, Prattville, Ala.; and John Hill, commer- 
cial manager, Alabama Electric Cooperative, Andalusia, Ala. 

Mr. Cuuporr. Mr. Jones, do you have any questions of the witness ? 

Mr. Jones. No questions, Mr, Chairman. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Yes, please. 

Mr. Thompson, I understand you are representing what we call 
either G. and T.’s or some people call them supercooperatives. It is 
an association of 15 co-ops that distribute power. 

Mr. Tompson. I am manager of the Alabama Electric Co-op, the 
co-op for the generation of electricity to the co-ops in the municipali- 
ties of Alabama. 

Mr. Jonas. You have 15 distributing co-ops and the municipalities 
that you serve? 

Mr. THompson. That’s correct, sir, 

Mr. Jonas. But your cooperative—you are incorporated—your 
corporation generates some hydropower and then you have some 
thermal plants. 

Mr. THomrson. That’s correct, sit 

Mr. Jonas. And I believe you said that you had three small hydro 
generation plants. 

Mr. Trompson. Yes. 


- =e Q« 
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Mr. Jonas. Are they all located in Alabama ? 

Mr. Tuompson. Yes, sir. 

Mr. Jonas. Are they near each other, or are they separated over 
your area ? 

’ Mr. Tuompson. The Gantt hydro plant is located at Gantt, Ala. 
The River Falls hydro plant is ‘located at River Falls, Ala., about 7 
miles down the river from Gantt. The Elba hydro plant is incated 
on the Pea River in Coffee County, about 3 miles south of Elba, Ala. 

Mr. Jonas. Could you increase the capacity of those plants by add- 
ing to them ? 

Mr. THompson. We have done everything that we know todo. We 
do have plans to rehabilitate the Elba hydro plant. The other two 
we are getting all the hydro power we can get at this time without 
expending any other money. 

Mr. Jonas. That is on account of the amount of water that is avail- 
able? 

Mr. Tuompson. That's correct, and the net head that is available 
at those stations. 

Mr. Jonas. You have a new steam plant that you put in operation 
in 1954. The energy you developed there is tied in with your hydro? 

Mr. Tuomeson. That’s correct, yes, sir. 

Mr. Jonas. And all goes into the system ? 

Mr. THompson. Into the system. 

Mr. Jonas. Do you use this steam, thermal power, as peaking power 
to firm up the hydro? 

Mr. THomrson. To firm up the hydro plants, yes. 

Mr. Jonas. I used that peaking wrong. It is to firm up the peak- 
ing power you produce from the hydro plants? 

Mr. Tuompson. Yes. 

Mr. Jonas. You have two other plants you said operating by diesel 
fuel, but you are not using those ? 

Mr. THomrson. Only for standby purposes. 

Mr. Jonas. You mean for reserves ? 

Mr. TuHompson. Yes. They are an old plant which was put into 
operation, I believe, in 1925, and it is practically used up, and it is 
very expensive to operate and maintain at this time, and we use them 
only for peaking and standby purposes. 

Mr. Jonas. With new equipment would they be able to produce 
more than 1,500 kilowatts? 

Mr. THomrson. No; that is the rated capacity. 

Mr. Jonas. Even with new diesel equipment, if you would take out 
the old equipment and put in new ? 

Mr. THompson. We can put in larger units. 

Mr. Jonas. I gather from your statement that you are about a 
littie over a Suesiean miles from the Jim Woodrutf Dam. 

Mr. THompson. Yes, sir. 

Mr. Jonas. You have proposed to build about half of the line? 

Tuomrson. That’s correct; yes, sir. 

Mr. Jonas. And have suggested that the Government build the 
other half ? 

Mr. THompson. That’s correct; yes. 

Mr, Jonas. There are no transmission lines connecting your system 


now at the bus bar or at the dam, connecting your system with the 
Jim Woodruti Dam ? 
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Mr. THompson. You see, we have an interconnection with the Ala- 
bama Power Co. which. is a company, literally, of the Southern Co. 
They own and operate the Gulf Power Co. which do have facilities 
at this Jim Woodruff site. 

You see, this dam is located in Florida just below the line, and that 
is operated by the Gulf Power Co. 

Mr. Jonas. The two companies you have mentioned have lines into 
the dam ? 

Mr. THompson. That’s correct; yes, sir. 

Mr. Jonas. And you are connected with their transmission lines? 

Mr. THomeson. That’s correct. 

Mr. Jonas. Their lines, do they move directly from near your sys- 
tem to the dam, or it is out of the way to bring power to your system 
over their transmission line? 

Mr. THompson. It would not be as direct as the line that we pro- 
pose. However, they do tie into the Southern system. All the South- 
ern system is linked and tied together in Georgia, Alabama, Florida, 
and Mississippi. 

Mr. Jonas. In other words, you don’t think the building of this new 
line that you have proposed would be a duplication of transmission 
lines already in place? 

Mr. Toompson. Well, it could be arranged that this power could 
flow over these lines. 

Mr. Jonas. You mean over existing lines / 

Mr. THompson. Yes, sir. It would be farther to bring into the 
center of our system. I guess we would tie in that line at Cromwell, 
Ala. 

Mr. Jonas. To do that would involve some wheeling contracts with 
the company ? 

Mr. THomrson. That’s correct ; yes. 

Mr. Jonas. But assuming that such a contract could be worked out, 

is feasible and possible to get the power that way that you need? 

Mr. Tromeson. That could be done; yes. 

Mr. Jonas. That is all. 

Mr. Jones. Mr. Chairman, I have one line of questions I want to 
follow. 

Mr. Thompson, when your cooperative, the Alabama Electric Co- 
operative, made application to REA for the loan to construct the 
thermal plant, did the Alabama Power Co. oppose you getting that 
loan ? 

Mr. Thompson. Oh, yes, they vigorously did. In fact, they even 
went into the courts and got an injunction. 

Mr. Jonrs. Prior to going into the courts, do you know whether or 
not they made representation to the REA administration that it wasn’t 
necessary for you to construct that projec t? 

Mr. THompson. Oh, yes. They made numerous trips. 

Mr. Jones. What was their contention ! 

Mr. THomrson. Well, they said that they had plenty of power and 
it was not necessary to construct this plant. 

Mr. Jones. It wasn’t necessary for you to construct the plant and 
serve your customers ? 

Mr. THomrson. Yes. 

Mr. Jones. And what else did they propose ? 
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Mr. Tuomreson. To give you an example of the tactics they used, 
when we went before the finance board to ask for a certificate of con- 
venience and necessity to construct this plant, the Alabama Power 
Co. went in and intervened. 

We had our hearing before the State finance board on Monday and 
Tuesday. In that same week after they had intervened and testified 
that there was plenty of power in Alabama and it was not necessary 
to construct any other plants, they had sufficient facilities to take care 

care of the present needs and the future, that same week in the same 
building before the public service commission, the same engineers 
testified that it had now become necessary for them to install a 250,000- 
kilow “i plant in Mobile, Ala. 

Mr. Jones. Then after vou obtained the loan from the REA, did 
they file a suit attempting to prohibit you from building the steam 
p lant ? 

Mr. THompson. Yes. 

Mr. Jones. They were successful in that law suit ¢ 

Mr. Tuompson. They were successful; yes. 

Mr. Jones. And it was sustained by the Supreme Court, as I recall? 

Mr. Tuompson. That’s correct: ves, sir. Not on the merits of the 
plan or the feasibility. It was a technical point about who should 
make the decision. 

The commissioner who heard this hearing, the hearing officer, wrote 
the certificate and placed it in his desk, disallowing this plant, and 
got up and walked out of the room, and in about 5 minutes one of the 
attorneys of the power company—he had taken this certificate and 
put it in the drawer of his desk, and the attorney for the power com- 
pany 5 minutes after he walked out—came in and took out this copy 
and carried it downtown and had a photostat copy made over pro- 
tests, but anyway they managed to get that into the record. 

It was a technical point. It was nothing about the feasibility of 
the plant or anything of that nature. It was just involved in a court 
procedure that stop yped us. 

In order to do that, we had to go back and change—the judge handed 
down a decision that he was denying the case. However . he explained 
in the denial that he was not shutting off the cooper: itive to come back 
and ask for further funds to build other plants and facilities, but he 
stated there would have to be a change of conditions. 


So we had asked for two 11,500-kilowatt units in the first petition, 


so naturally we didn’t have any more money, and before we got the 
case settled the price had gone up, and we had to put in two 7,500- 
kilowatt units. 

Mr. Jones. Do you know whether or not the Alabama Power Co. 
op posed 5 your obtaining of funds for the construction of the trans- 
mission line / 

Mr. THompson. Yes. 

They went before the Department of the Interior in this hearing 
and made such assertion it was unnecessary, it was not needed. 

After this $25,000 was appropriated for the planning money, the 
Department of the Interior, the Southeastern Power next year re- 
quested $1,200,000 for the construction of this line, and the power 
company went in and intervened, and it was taken out. 

Mr. Jones. What is the service area of the Alabama Power Co. in 
the \ leinity of the cooperatives that you represent ¢ 
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Mr. THompson. The service area ? 

Mr. JonES. Yes. How many communities do they serve ? 

Mr. THompson. Well, they don’t serve anything in our territory. 

Mr. Jones. They just want to? 

Mr. Tuoompson. They just want to. 

They have gone to these consumers on several occasions and got 
contracts w ith “them and tried to entice our consumers away from us. 

Mr. Jones. How much money have you borrowed from the Federal 
Government ‘ 

Mr. THompson. About $7 million. 

Mr. Jones. Seven million dollars ¢ 

Mr. THompson. Yes, sir. 

Mr. Jones. Now, if you didn’t pay that money back to the Federal 
Government, I am quite sure that the Alabama Power Co. would be 
quite exercised about it; don’t you think they would ? 

Mr. THompson. Oh, yes; I think so. 

Mr. Jones And yet they attempt to put every roadblock that they 
possibly can in your way, in order that you can’t operate the enterprise 
to make money to pay the debts. 

Mr. Tuompson. That’s correct. 

Mr. Jones. What consistency do you draw from that kind of rea- 
soning / 

Mr. THompson. Well, they really enjoy a monopoly system there, 
and they don’t want any competition. 

Mr. Jones. W here does the Alabama Power Co. and all the rest of 
the pow er companies g get the author ity to operate as a monopoly ¢ ¢ 

Mr. Tuomrson. Congressman, I am afraid that I can’t answer that. 

Mr. Jones. Well, they get it from a franchise; don’t they ¢ 

Mr. Trrompson. Yes. 

Mr. Jones. Where does the franchise come from ¢ 

Mr. Tnompson. It is given to them by the different municrpalities 
in the towns which they serve. 

Mr. Jones. By the people. 

Mr. Tuompson. By the people, yes. 

Mr. Jones. And to think that the people can't do what they give 
some authority to other people to do is almost an unreasonable : ap- 
proach, to say that any public function that they give in the form of 
a franchise, and the people later on expect to use that franchise, 
is a trespass upon our private-enterprise system. 

Mr. THomeson. That’s correct, sir. 

Mr. Jones. That is the great hue and cry they make about a private- 
enterprise system. Asa matter of fact, they are operating as a monop- 
oly ona franchise given to them by the people. 

Mr. THomeson. That’s correct. 

Mr. Jones. It is public business; isn’t it? 

Mr. Trrompson. Yes, sir. 

Mr. Jones. And it requires public attention, public supervision. 
There is nothing wrong that the people should examine the activities 
of those people, is there ¢ 

Mr. Trrompson. No, sir. 

Mr. Jones. It wouldn’t be any threat to our freedoms and to our way 
of life to make inquiries into a public business? 

Mr. THomrson. No, sir. 
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Mr. Jones. Any more than it would be an examination of this 
elevator down here. 

Mr. Tuompson. That’s correct. 

Mr. Jones. The operation of the bus terminals, the sanitary condi- 
tions, any more than it would a fire department to see that they are 

carrying out their duties, and to say to that fire department : “Let it be 

ope! rated on a lease” and subsequent to that time we come back and 
the people themselves think that it would be better operated by the 
municipality, that wouldn’t be a trespass upon the private-enterprise 
system, would it? 

Mr. THomprson. It would not. 

Mr. Jones. That’s all. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. I notice here in your statement that you have contacted 
the Department of the Interior in an effort to get an allocation of 
power from the Jim Woodruff Dam when it becomes available, I be- 
lieve you said next year ? 

Mr. THompson. Yes, sir: that’s correct. 

Mr. Moss. And according to your statement, after talking with 
Assistant Secretary Aandahl you conclude that there will be no alloca- 
tion to you. Were things said which are not contained in this state- 
ment ? 

Mr. Tuompson. That’s correct. 

Mr. Moss. Would you tell us some of those ? 

Mr. THompson. In my opinion, he is, naturally stalling so that 
when this power is available and the private utilities have constructed 
these lines in there, that they will use that in saying to take any 
power away would be duplicating facilities. 

Now, we know that this is the power which belongs to the people 
and we have some cooperatives, members of the cooperatives that have 
substations within 7 miles of this dam, the West Florida Electric Co- 
operative, and they are members of our co-op, and when we started to 
construct these lines to Florida, the Florida co-ops were paying 1.25 
mills, 114 cents, for their power. 

On the mere threat in the organization of the Alabama Electric 
Co-op to build lines into the State of Florida, they cut their rates 
down to 614 mills at one time. And Mr. Henley, who is one of the 
directors from the West Florida Co-op, told me that the mere threat 
that. we had offered to build this line to serve west Florida was saving 
the co-op over $50,000 a year. In fact, it was retiring their loans, in 
paying their loan back to the Government. 

Mr. Moss. Does the Alabama Power in this area at the dam site 
near the power station having existing facilities ? 

Mr. THompson. Yes. 

They were constructed there during the construction of this dam 
for the purpose of furnishing power during construction, and that 
is where we are left out. T hey just sit there and i ignore our plea for 
this power until the power is available, and they turn it over to the 
power company. 

Mr. Moss. Do you know whether or not it would be necessary for 
Alabama Power to increase the capacity of its lines in that area or to 
place additional facilities in order to take this power and transmit it 
to the co-ops? 
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Mr. THompeson. I am sure that it would, to some extent. However, 
the Southern Co., since the construction has started of the Jim Wood- 
ruff Dam, has gone just down the river about 2 miles and constructed 
a steam pl: ut of about 40,000 capacity. 

Now, in my opinion, this was deliberately done so that they can 
holler duplicating facilities if the preferred customers, come in and 
ask for this power. 

Mr. Moss. You feel that they have built into those facilities the 
capacity to take the power from the dam / 

Mr. THomerson,. I think it was deliberately created for that pur- 

ose. 

Mr. Moss. Were you at the time the project was started there with 
existing facilities, capable of handling this power load? 

Mr. THompson. That’s correct. The co-op is the only one I know 
that had any lines near that faciilty at that time. 

Mr. Moss. Have you had any offers from Alabama Power for the 
wheeling of a block of federally generated power on terms which 
would be acceptable to you / 

Mr. THompson. No, sir. 

Mr. Moss. Has there been any indication at all that they plan to 
offer such a proposal ¢ 

Mr. Tromrson. The Southeastern Power, in talking to Mr. Creim 
several years ago, he told me, if I can quote him right, that the South- 
ern Companies had made a proposal to them to wheel this power for 
the co-op in Georgia, including the Jim Woodruff Dam. But that 
this offer did not comply with the act or the law, and it would not be 
accepted. 

Mr. Moss. Was it a wheeling arrangement, then, in that it would 
provide transportation for the power, or was it a brokerage arrange- 
ment where they would take the power and then sell you the amount 
you might need ? 

Mr. THomeson. My understanding is it was a brokerage, that is, 
they were going to transmit this power, they would buy the power 
and then resell it to the consumers. 

Mr. Moss. Then it wasn’t a wheeling agreement, a plain, simple 
wheeling agreement ? 

Mr. Tuomrson. No, sir. 

Mr. Moss. In your discussions with Mr. Aandahl, did he indicate 
that you could hold out any hope at all that you would be allocated 
a block of power as a preference user ? 

Mr. Tuomrson. No, sir. I asked him what was the status of our 
contract that we had with the Department of the Interior that we 
had worked out through the Southeastern Power. Southeastern 
Power had signed it, Mr. Creim had, and also our president, the officer 
of our co-op. He informed me we did not have a contract, and would 
not have one until it was approved by the Department of the Interior. 

Mr. Moss. Did he indicate they were considering approval? 

Mr. Tuompson. No, sir. 

Mr. Moss. You felt when you left there they had no intention of 
approving ? 

Mr. Tuompson. That was my opinion. 

Mr. Moss. Have you since tried to negotiate further for approval or 
for some definitive action on their part ? 
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Mr. Tuomrson. I have called the Southeastern Power on two differ- 
ent occasions and they told me there had been no change in the policy of 
the Department of the Interior. 

Mr. Moss. And you are convinced at the moment that while you have 
by law a right to power, you are not going to get it from the Depart- 
ment of the Interior unless something happens to change their present 
policy toward you ¢ 

Mr. Tuompson. That’s correct. If you gentlemen can’t help us, 
why, we are a lost cause. 

Mr. Moss. Well, I hope the cause isn’t lost. I am not guaranteeing, 
of course, that we can help you, but there have been some rather inter- 
esting developments as this hearing has progressed. 

Thank you. 

Mr. Cuuporr. Mr. Fascell. 

Mr, Fascety. Are there any other power companies that have built 
transmission facilities to the Jim Woodruff site other than the Ala- 
bama Power Co. 4 

Mr. Tuompson. Congressman, I understand that that is a dividing 
line between the Gulf Power Co. and the Florida Light & Power Co. 
I am not sure about that name, but anyway the companies that are 
operating on the east side of the Apalac hicola River, that is the di- 
viding point between the two operating companies, and it is controlled 
by a different holding company. 

The Southern Co. operates on the west side of the river and the 
Florida Light & Power Co. on the east side of the river. 

I do understand that there is a difference of about—the co-ops 
now on the west side of the river are paying around 7 mills for 
their power, and those on the east side of the river are paying 
around a cent and a quarter for their power. 

Mr. Fasceit. But you don’t know about any other transmission 
construction on the east side of the river? 

Mr. ere No, sir. 

Mr. Jones. One question, Mr. Chairman. 

Do you know how much in tax amortization the Alabama Power 
Co. has got up to the present time? 

Mr. THompson. No, sir, I do not. I did read an article the other 
day that they had subsidized some of the Alabama Power Co. some- 
thing over $40 million. 

Mr. Jones. I think about a year ago it was up to about $72 mil- 
lion, wasn’t it? I am not sure about that figure, but it was a pretty 
substantial amount. 

Mr. Cuuporr. Mr. Jonas, do you have any further questions? 

Mr. Jonas. There is only one thing. I ought to know this by 
now because I think you have been over it, but when you speak of 
your right to this power as a preference customer, you come with- 
in the meaning of preference because you are a cooperative or- 
ganized, as the others are, but you are 110 miles removed from the 
dam, and your right to the power produced from this dam is not 
worth anything unless the power is moved from the dam to you, 
That is correct, isn’t it? 

Mr. THompeson. That is correct to this extent 

Mr. Jonas. Unless wheeling arrangements are made with some 
company already having transmission facilities? 
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Mr. THompson. Yes, sir. I would like to add this, if I may, please. 
The West Florida Electric Cooperative, who serves also in this 
territory, is a distribution co-op and a member of our generation 
Co-Op. 

Mr. Jonas. That is the one within 7 miles of the dam? 

Mr. Tuompson. Yes, sir. They have one station at Grandview, 
Fla., within 7 miles of the Jim Woodruff Dam at this time. 

Mr. Jonas. Could you build a 7-mile transmission line and tie 
in at that point and feed the power to the rest of your system? 

Mr. THompson. Yes; we plan to feed in to all our consumers. 

Mr Jonas. Why didn’t you propose a 7-mile transmission line 
instead of a 110-mile one, then 2 

Mr. TuHomrson. In the distance of power, that block of power, 
we would have to go to construction of a 110-kilovolt line, to bring 
that much power over the whole block. Now, one line, we could 
construct a line just 7 miles for that one co-op, but we need more 
than is required at that one st: yee 

Mr. Jonas. Therefore, to go back to my original question, the 
only way you can take adv: ant iwe of the rights to part of this power 
that is developed at Jim Woodruff is to have somebody construct 
transmission lines? 

Mr. Trompson. That’s correct. 

Mr. Jonas. Because a co-op in North Carolina, for example—al- 
though it comes within the definition of a preference customer also—is 
not close enough to the Jim Woodruff Dam to take advantage of the 
opportunity to get power there? 

Mr. THompson. That is correct. 

Mr. Jonas. So the question of distance enters into this, doesn’t it ¢ 

Mr. THompson. Yes. Tlowever, we do have consumers’ right in the 
territory. 

Mr. Jonas. I know, but you can take care of them with the 7-mile 
transmission line, but that is not what you are asking for. You are 
asking for 110-mile transmission line to be built by the Government 
to deliver the power to your system from this dam ¢ 

Mr. Tuompson. That is correct; to integrate in our system where 
we can feed this power in to all our member co-ops. We serve nine 
counties in southeast Alabama at the present time. 

Mr. Jonas. How can you determine which preference customer out 
of hundreds of preference customers over the United States are close 
enough to the Jim Woodruff Dam to be entitled to some of its power ¢ 
Is there any formula by which that determination is made, or is it 
just a question of judgment ? 

Mr. THompson. Not that I know of. My impression is that we are 
the only REA public power body, public district or municipality that 
has made application for this power. 

Mr. Jonas. I know, but you are 110 miles away. Now, I assume 
everybody recognizes the existence of the preference clause in the law. 
I have never argued against it, but to the contrary. 

But the question, naturally, arises in my mind, when you go back 
to the Government and say, “Now, you are generating some power at 
a dam, we are a certain distance away, in order to make it possible for 
us to utilize some of that power you have got to deliver it to us”; now 
how far do you think the Government is obligated to deliver power 
to preference customers / 
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Mr. THompson. I would think this: That the Department of the 
Interior ought to enter into a contract with us that that is our power, 
we are the only people who have made application for it, and then let 
us work out a plan for building it, if the Government doesn’t want to 
build it. Let us handle that ourselves. 

Mr. Jonas. Have you made a proposal, I mean have you negotiated 
to try and obtain a wheeling contract?) Mr. Moss asked you if the 
power company had tendered any contract to you. Had you applied 
to the company for any contracts? 

Mr. Txompson. We had diseussed this with the power company’s 
officials, but, you see, we have no contract to base any agreement on. 
We don’t know what we can get. 

We don’t know whether to go to the power company, or what we can 
offer them. We haven't got this power yet, and we will have to have 
a contract with the Department of the Interior before we can arrange 
for any wheeling power. 

Mr. Jonas. You mean you wouldn't have to have a contract, you 
would have to have a commitment to make so much of the power avail- 
able to you? 

Mr. THomrson. Well, we have a memorandum of understanding, 
we have a contract signed with the Southeastern Power Admin- 
istration. 

Mr. Jonas. That was to build this 110-mile transmission line’ 

Mr. THompson. No, no; this is for the power. 

Mr. Jonas. Didn’t it involve the building of the transmission lines, 
too ¢ 

Mr. THomrson. I don’t believe that was in the contract. 

Mr. Jonas. I read your statement as indicating that that was in it. 
Mavbe I am wrong. 

Mr. Thompson. You see, at that time they were supposed to con- 
struct the dam at upper Columbia, and this first section of this line 
was to be an integrating line between the Jim Woodruff Dam and the 
upper Columbia Dam, and we were going to tie into them at this 
point, 

Mr. Jonas. Do you think that the power would not be made avail- 
able to you if you would go there to the dam and get it, or offered 
to doso? 

Mr. Trompson. Well, we have tried to get a contract, and when 
I last went to Mr. Aandahl about it, in no uncertain terms he told 
me that we did not have a contract. 

Mr. Jonas. That was the contract that you executed with South- 
eastern Power in 1952 ? 

Mr. Tuoompson. That’s correct; yes, sir. 

Mr. Jonas. And what he told you was that that contract was not 
effective, that Southeastern Power Administration could not bind the 
Government without the approval of the Secretary of the Interior. 
That is correct, is it not ¢ 

Mr. Tompson. That is right, yes. 

Mr. Jonas. Now, did that contract, the 1952 contract, involve the 
building of the 110-mile transmission line ? 

Mr. THompson. It did, to this point in Houston County. We were 
going to build the rest of it from a loan from REA 
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Mr. Jonas. Therefore, the contract, the only contract that you are 
discussing, is a contract with involves Southeastern Power Adminis- 
tration building a 46-mile transmission line? 

Mr. Tuomeson. That’s correct. 

Mr. Jonas. Have you ever approached Southeastern Administra- 
tion or the Department of the Interior with any kind of a proposal 
to make some power available to you if you will take it there at the 
dam ¢ 

Mr. Tuompson. No, we have not. 

Mr. Jonas. Therefore, the question naturally arises: How far 
removed from the dam do preference customers have to be before 
there is an obligation on the part of the Government to take the 
power to them, and that is what I was asking you. 

[I don’t know whether 46 miles is too long or whether the obligation 
ought to extend beyond that, and I just wondered if you had any 
ideas 

Mr. Tuomrson. Well, in our opinion, of course, we are not too far. 
We are the only body, the only municipality, or the only REA co-op 
or public power body in that territory that even approached the 
Southeastern Power for this power of the Jim Woodruff Dam. 

Mr. Jonas. If a co-op or a G. and T. 150 miles away from the 
Jim Woodruff location should apply for some of the power, do you 
think there is an obligation on the part of the Government to build 
the transmission line all the way or part of the way to make the 
power available ? 

Mr. THompson. Well, there would be lots of things that would 
enter into that. One thing would be the size of load or the block of 
power that was going to be moved. In other words, you couldn't 
go down and move two or three thousand over a hundred miles of 
line. You would have to get up to some quantity which would make 
the project feasible and help pay for the loan. 

Now, in this contract with the Southeastern Power, it was to pay for 
this line and the operation of this line. 

Mr. Moss. Mr. Thompson, to your knowledge is 101-mile trans- 
mission line an unusual line? Is it a great distance to transmit power 
today ? 

Mr. Tuomrson. No, it is not. 

Mr. Moss. The determination is one of feasibility, and this would 
be a fully feasible line? 

Mr. THompson. That’s correct, yes. 

Mr. Moss. I think that that should be the criteria governing the 
decisions of the Department as to the feasibility of the line. If it 
would pay off, return completely the Government’s investment and 
comply with the mandate of the Congress that a preference customer 
be given every opportunity to avail himself of the preference power ; 
then it should be built ? 

Mr. THompson. Yes, sir. 

Mr. Moss. I know in my part of the country a 150-mile line is not 
unusual, and I would go further and say one of double that length is 
not unusual. 

Our dams are built many miles from load centers, and the power has 
to be transmitted, whether it is used by co-ops or by private utilities, 
and I don’t think that a 110-mile, or even 101 or 150 is unusual for 
the private utility to transmit a major block of power. 
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Mr. THompson. That’s correct. 

Mr. Moss. And you are asking here only for treatment comparable 
to that received by other users of Federal power ¢ 

Mr. Tuompson. That’s correct. 

Mr. Moss. And for no special treatment in having a contract that 
provides for construction in part of the principal transmission line? 

Mr. THompson. Yes, sir: that’s correct. 

Mr. Moss. Thank you. 

Mr. Cuvuporr. Thank you, Mr. Thompson. 

Mr. Tuompson. Thank you, sir. 

Mr. Cuuporr. Is Mr. D. Marshall Pollock in the room ? 

Mr. Pollock, will you take the witness chair, please. Mr. Pollock, 
wil lyou identify yourself for the reporter, and proceed. 


STATEMENT OF MARSHALL POLLOCK, PRESIDENT, GEORGIA ELEC- 
TRIC MEMBERSHIP CORP.; ACCOMPANIED BY WILLIAM BOOTH, 
VICE PRESIDENT; J. B. POLHILL, MANAGER OF THE JEFFERSON 
COUNTY ELECTRIC MEMBERSHIP CORP., AND CHAIRMAN OF THE 
GEORGIA ELECTRIC MEMBERSHIP CORP.; JOHN CHAMBLISS, 
MANAGER OF THE LITTLE OCMULGEE ELECTRIC MEMBERSHIP 
CORP.; SCHLEY MOORE, MEMBER OF THE WASHINGTON COUNTY 
ELECTRIC MEMBERSHIP CORP.; ARTHUR REYNOLDS, MANAGER 
OF THE THREE-NOTCH ELECTRIC MEMBERSHIP CORP.; WALTER 
HARRISON, MANAGER OF THE GEORGIA ELECTRIC MEMBERSHIP 
CORP., AND MEMBER OF THE BOARD OF DIRECTORS OF THE 
NATIONAL ORGANIZATION; ELLIS ARNALL, SPECIAL COUNSEL 
FOR THE GEORGIA ELECTRIC MEMBERSHIP CORP. ; AND T. FOLEY 
TREADWAY, REPRESENTING THE SOUTHERN ENGINEERING 
CORP. 


Mr. Potsock. Mr. Chairman and members of the committee, my 
name is Marshall Pollock. 1 am president of the Walton Electric 
Membership Corp., an individual cooperative, and also president of 
the Georgia Electric Membership Corp. 

The Georgia Electric Membership Corp. is an association of coop- 
eratives composed of 37 out of the 41 cooperatives in the State. These 
cooperatives have a combined membership of 223,198 farm families. 

It would be impossible for me to introduce all the people who are 
here today, who are interested in our matter, but I would like to 
introduce some. 

We have Mr. William Booth with us who is vice president of our 
Georgia Electric Membership Corp., and we have the members of 
the power committee and I would like to introduce them. 

Mr. J. B. Polhill, who is manager of the Jefferson County Electric 
Membership Corp., and also chairman of the power committee of 
the GEMC, 

We have John Chambliss, who is a member of the power committee 
and manager of the Little Ocmulgee Electric Membership Corp., Mr. 
Schley Moore, member of the power committee, who is manager of 
the Washington County Electric Membership Corp., and Arthur 
Reynolds, member of the power committee, who is manager of the 
Three Notch Electric aiberhie Corp. 
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We also have Mr. Walter Harrison, who is manager of the Georgia 
Electric Membership Corp., member of the board of directors of the 
national organization. 

We also have Governor Ellis Arnall, who is special counsel for 
the GEMC in the Clark Hill matter. 

We have Mr. T. Foley Treadway, representing the Southern Engi- 
neering Co., who also has been familiar with the details. 

I might say this, gentlemen, in passing. I am not a utility man. 
My connection with the Georgia Electric Membership Corp. is non- 
paid. I can answer your questions ina general way, but 1 would like 
to have the benefit of Mr. Treadway to answer any special questions 
that you might wish him to give certain information that would be 

‘ather technical. 

I think that would only be fair to the committee because I think 
he can answer your questions much better than I can. I would like 
to have him sit here with me when the time comes for those questions 
to be presented. 

Now, I don’t know how many members, as I said, of this group are 
here today. We are now compiling a list of those people who are here, 
and it will be given to the committee if they so desire. 

We are here in deep concern about the situation as it now exists 
and has existed for the past 7 years and that we do not feel that we 
have been getting the consideration to which we are entitled as prefer- 
ence customers. 

We have prepared and I want to present for the record a statement 
that has been compiled. You gentlemen have it before you, which is 
a written chronology of the events of the past 7 years, and they show, 
I think, very definitely, the patient effort that has been made on the 
part of the rural cooperatives of Georgia to get what the law gives 
them and to which they are entitled. 

We have attached to this certain documents, what I am going to 

‘ead to you, and I am going to read it because I feel that it would be 
neh better to present it orally, but if I did that I couldn't possibly 
present the things that are there in the order that they should be pre- 
sented, so I am going to read this statement to you and I think that 
it will be rather complete, showing what has been done in our efforts. 

Attached to it, as 1 say, will be some documents that are factual, 
and will back up the statements that are made in this prepared state- 
ment that I am going to give you. I would like to put this into the 
record. 

The Georgia cooperatives purchasing power from the Georgia 
Power Co. in 1954 had an average monthly demand of 140,895 kilo- 
watts, and purchased 570,971,154 capacity and an average annual 
energy of 700 million kilowatt-hours. 

Mr. Jonas. Forgive me. Give me those figures again. 

Mr. Pottock. The first one would be 140,895 kilow atts, and 570,971,- 
154 capacity. 

Thus it would seem that 50 percent of Clark Hill power soon to be 
available for marketing in the State of Georgia constitutes a potential 
source for a large portion of the cooperative needs in the State. 

I will say this, gentlemen: That this is the first time in all of our 
efforts that we have ever been able to present our side of this matter. 
We have been accused of a lot of things. 
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We have been accused of selfishness, we have been accused of politi- 
cal ambitions, we have been accused of trying to form a power empire 
in the State of Georgia. 

That, in itself, would be rather laughable if it was not so serious 
coming from the source it has come from. The idea of the group of 

veople that you have before you, as has been expressed here, we are 
little people, we are not big people. Weare attorneys, we are insurance 
men, we are managers of cooperatives, but you can be sure of one 
thing. 

We are dedicated to the purpose of trying to see that the rural people 
of Georgia get the benefits from not only Clark Hill, but any other 
project, which certainly is available to them under the terms of the 
Flood Control Act under which we operate, and we are dedicated to 
that, and that is the consideration that I am here, the reason that I 
am here, is for that purpose. 

If you look back to the rear of the building, you will see others who 
have that same ideal if we could put it that way. 

Now with that statement I want to read into the record the trials 
and the efforts, the attitudes not only of our group, but the attitudes 
of the Department of the Interior and the attitude of the Georgia 
Power Co. I don’t think you could get a clear picture of this thing 
until you see and until you hear the attitudes of the different people. 

Therefore, while it has been expressed here that the Georgia Power 
Co. is not on trial, they are not defendants, I say that is very true, 
Congressman, I think you said that, I think the Department of the 
Interior is on trial if we put it that way, but I will say this: 

In determining the guilt or innocence, if we would put it that way, 
of the Department of the Interior, that the attitudes of other people 
become involved, and therefore, the attitude of the Georgia Power 
Co. is very involved, and I think this statement will illustrate to you, 
in many instances, the attitude of the Georgia Power Co. 

And let me underscore this to you, gentlemen. As far as I am 
concerned, and as far as I think most of the people are, I will say all 
the people of our group are, we are not mad with anybody, not the 
slightest. 

I will say that any utility has got a right to protect their investment, 
has got a right to protect the money that the people have invested in 
that company, and they have got a right to use their best business sense 
that they have in order todothat. Nobody falls out with that. That 
is all right. 

But there is a dividing line, I think, and when we overstep the 
dividing line, then we must take the consequences. As I say, let me 
go ahead and read this. I think I have said enough in the beginning. 

The Clark Hill project on the Savannah River was designed and 
built as a peaking plant in accordance with studies by Federal Power 
Commission which showed an increasing need for such peaking capac- 
ity in the growing power market of the area, and thus the most 
efficient development of the water resources in the Savannah River 
was assured. 

The project has seven generating units with a capacity of 280,000 
kilowatts, and ace ording | to studies by Southeastern Power Admin- 
istration, based upon Corps of Engineers studies, the project will be 
capable of producing dependably O44, 000 kilowatts of capacity under 
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most adverse water conditions in the reservoir. The project can pro- 
duce in the most adverse water year 484 million killowatt-hours of 
energy, and in an average water year can produce 700 million kilowatt- 
hours of energy, a very “Jar ge, a very desirable peaking plant. 

The average peaking capability of the project is 300,000 kilowatts 
during an average water year. 

Completion of the upstream Hartwell project, now authorized by 
the Congress, will increase the firm energy output of Clark Hill by 
approximately 50 million kilowatt-hours per year and the dependable 

capability by 24,000 kilowatts. Cor responding decreases in secondary 
energy and in nondependable capacity will be experienced. 

The determination to install 280,000 kilowatts of generating ca- 
pacity was made by the Federal Power Commission jointly with the 
Corps of Engineers as a result of studies of the power market in the 
area and the utilization of the project as a peaking plant. Studies by 
Federal Power Commission indicate that Clark Hill will be useful and 

valuable to the Georgia Power Co. as a Sp plant. (See Federal 
Power Commission letter report to SEPA dated April 17, 1953, in- 
cluded_as part of appendix A under “Study to Determine Value of 
Clark Hill Power to Georgia Power Co. ( ‘ompared to Cost as Proposed 
by Government.” ) 

It is obvious that the dam was designed for one or the other of two 
purposes : 

1. To be used by preference customers, which would require a consid- 
erable amount of steam provided by generation or purchase. 

To be used by and integrated into the Georgia Power Co. system 
w ithout regard for preference customers 

In view of the fact that the project was constructed under the Flood 
Control Act of 1944, the Department of the Interior as the marketing 
agent must proceed under the assumption of No. 1. The cooperatives 
of the State of Georgia have supported the construction of the Clark 
Hill project since its inception with the firm idea that their rights 
as set forth in section 5 of the Flood Control Act of 1944 would be 
safeguarded, and that the benefits from the construction of this project 
would flow to them as preference customers named in the law. After 
the project was assured for Federal development over the protest 
of the Georgia Power Co., the cooperatives set about, immediately, to 
obtain the benefits from the power development by making their power 
needs known to the authorities in the Department of the Interior as 
early as November of 1948, in informal discussion with representa- 
tives of the Division of Water and Power. 

Now comes the first event which I think is worthy of note in the 
transaction. 

On December 27, 1949, an appointment was made with Mr. Ed 
Eardley, then Chief Engineer of the Division of Water and Power, 
and a meeting held in Washington between Mr. Eardley, Mr. Walton 
Seymour, then Chief of the Division of Water and Power, Mr. James 
B. Polhill, and Mr. Valene Bennett of the Georgia Electric Member- 
ship Corp., and Mr. T. Foley Treadway, engineer with Southern 
Engineering Co. for the Georgia Electric Membership Corp. The 
Georgia Electric Membership Cor p. at this time expressed the interest 
of the cooperatives in Clark Hill power, and obtained assurances 
from Mr. Eardley and Mr. Seymour that the cooperatives would get 
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first consideration in accordance with the provisions of’ section 5 
of the Flood Control Act of 1944. 

When it was apparent that the Georgia Power Co. had lost its fight 
to prevent the development of the Clark Hill project as a Federal 
development, the Georgia Power Co. immediately instituted action 
to obtain the benefits from this project to the exclusion of the prefer- 
ence customers in the area. 

Mr. Jones. Whois president of the Southern Co. ? 

Mr. Potiock. Mr. Yates. 

Mr. Jones. Mr. Who? 

Mr. Potxiock. Mr. Yates. 

Mr. Jones. Yates? 

Mr. Potitock. Mr. Yates. 

In June of 1950 the Southern Co., comprising the holding company 
for the Georgia Power Co., the Alabama Power Co., the Mississippi 
Power Co., and the Gulf Power Co., made a proposal to the Rural 
Electrification Administration and Interior Department. (This pro- 
posal was not submitted directly to the preference customers for their 
review and consideration. ) 

The proposal of the Southern Co. was generally to purchase at the 
bus bar the total power output of all the projects in the Southern 
Co.’s area. Using the weighted average price per kilowatt-hour, and 
adding a percentage to be negotiated “between the company and the 
Government, the company offered to resell a portion of the power 
produced at the projects to preference customers in the area. 

This proposal was declined on the basis that first it was too broad 
and general, and second, it violated the principles set forth in the 
Flood Control Act of 1944. 

The Georgia Power Co. then drafted what was referred to as their 
“Definitive Contract” proposal of September 11, 1951. This pro- 
posal was presented to the Department of the Interior, but was unac- 
ceptable because of the obvious violation of the preference provision 
of the Flood Control Act of 1944. Notwithstanding objection of the 
Interior Department and Southeastern Power Administration, the 
marketing ageney for Interior Department, the Georgia Power Co. 
repeatedly presented this proposal to the Congress at hearings year 
after year in an effort to get the proposal approved over the ‘protest 
of the Department of the Interior and the preference customers. 

Ben W. Creim, then Administrator of Southeastern Power Admin- 
istration, repeatedly refused the proposal of the company, and asked 
the company repeatedly to wheel power for the Government. The 
company steadfastly refused to wheel power for the Government, and 
stated to the P45 on several occasions that they would not 
wheel power for the Government to Government customers. Not- 
withstanding the insistence by the Department of the Interior repre- 
sentatives that the contract did not comply with the requirements of 
the Flood Control Act of 1944, the Georgia Power Co. continued to 
press for approval of this contract, and refused to discuss any other 
method of handling the power. 

Finally, on January 2, 1953, Mr. Oscar Chapman, then Secretary 
of the Interior, wrote a letter to Mr. C. B. McManus of the Georgia 
Power Co., in which he stated that “the Department cannot, consistent 
with its obligations under section 5 of the Flood Control Act of 1944, 
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enter into any contract like the one you have proposed.” Numerous 
valid reasons are expressed by the Secretary as to why it would be 
illegal for him to enter into such a contract, and how the contract. is 
inconsistent with the provisions of the Flood Control Act of 14. 

(The Secretary’s letter is attached to appendix B.) . 

The Georgia Power Co., however, continued to press for the ap- 
proval of its contract, the refusal of the Secretary of the Interior as 
the marketing agent under the law notwithstanding. 

A copy of the proposal of the Georgia Power Co., dated September 
11, 1951, is attached hereto and marked appendix C, Also attached is 
a special contract for preference customers designated to receive 


“bentfits-of Clark: Hill eleetrical power,under,basic contract, dated 


August 2, 1951, which is the companion contract with the proposal of 
the company to purchase Clark Hill power at the bus bar. (This 
contract is designated appendix D.) An analysis of this proposal 
of the Georgia Power Co. indicated that they would be the purchasers 
and, therefore the beneficiaries, of the entire output of the Clark Hill 
project in the State of Georgia to the extent of over $1 million in 
excess of cost to the Georgia Power Co. At the same time the rates 
proposed for the preference customers would have resulted in a 
saving to them of approximately $150,000 per year. The coopera- 
tives were denied the right to purchase power from the Government, 
and must deal with the Georgia Power Co. as an intermediate party 
acting as a toll gate on Federal power which the provisions of section 
5 of the Flood Control Act of 1944 clearly states it is our privilege to 
purchase. 

During the summer and fall of 1951, 23 rural electric cooperatives 
in the State of Georgia signed provisional contracts with the South- 
eastern Power Administration for the receipt of Clark Hill power. 
These contracts were conditioned on the Government’s making the 
necessary arrangements for the transmission of power to the coopera- 
tives’ load centers. These contracts were forwarded through South- 
eastern Power Administration to the Secretary of the Interior where 
they were approved and transmitted to the Rural Electrification Ad- 
ministration. In view of the failure of the Government to provide 
satisfactory transmission for the Clark Hill power, these contracts 
still remain on file in REA. 

In January of 1953, we learned that the new Secretary of the In- 
terior, Mr. Douglas McKay, was reconsidering the Georgia Power 
Co. proposal of September 11,1951. In view of our own opinion that 
this contract was illegal and the assurance of the previous Secretary 
of the Interior as well as the officials of Southeastern Power Admin- 
istration to this effect, we had completely relied on the Government to 
carry out the requirements of the Flood Control Act of 1944, which 
requires that the Secretary transmit and dispose of power at lowest 
rates consistent with sound business principles. We were, therefore. 
somewhat shocked to learn that the new Secretary of the Interior was 
considering the proposal of the Georgia Power Co. in disregard of 
the assurances which we had been given previously and over our 
stated protests. 

On learning that the Secretary was considering the Georgia Power 
Co. proposal to purchase power at the bus bar, however, we decided 
to propose that if it were to be sold at that point, that we purchase 
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the power at the same point. We consequently wrote letters to Mr. 
Charles W. Leavy, then Administrator of Southeastern Power Ad- 
ministration, and to the Secretary of the Interior expressing our 
views and requesting a meeting with the Secretary of the Interior 
at an early date. (See appendixes E and F attached.) The result 
of our letter to the Secretary of the Interior was a meeting in the 
Secret: wry ’s office on February 11, 1953. At that time representatives 
of the Georgia Electric Membership Corp. appeared before the See- 
retary, who had present in the meeting also Senator Guy Cordon, 
of Oregon, and Senator Hayden, of ‘Arizona, chairman and vice 
chairman (past chairman) of the Senate Subcommittee on Appro- 
priations for the Department of the Interior. 

At the meeting on February 11, we outlined to Mr. McKay the 
position taken by the cooperatives, and explained our proposal to 
him to purchase power at the bus bar of the project. We recognized 
this proposal as a compromise with the law which specifically re- 
quired the Secretary to transmit the power; but, if the Secretary 
intended to sell the power at the bus bar, then we intended to purchase 
it rather than see it go by default to the Georgia Power Co. 

On March 23, 1953, we wrote a letter to the Honorable Douglas 
McKay, Secretary of the Interior, in which we outlined the proposal 
of the Georgia Electric Membership Corp. and the position taken 
by it relative to the Georgia Power Co. proposal for purchase of 
Clark Hill power. 

(See appendix G, “Memorandum of contents of letter dated March 
23, 1953, addressed to Hon. Douglas McKay, Secretary of the 
Interior.’’) 

On March 23, 1953, we also wrote a letter to Mr. Harllee Branch, 
president of the Georgia Power Co., in which we briefly outlined 
the proposal and expr essed desire to meet with the Georgia Power 
Co. for further discussion of this generally stated proposal. (See 
appendix H.) Mr. Branch’s reply of April 9, expressing the opinion 
that the proposal was unacceptable to his company is included and 
marked appendix I. 

Mr. Jones. I want to see what Mr. Branch has to say, because that 
is always important. 

Mr. Potitock. I want to call your attention to this, Mr. Congress- 
man, 

On April 30, 1953, we wrote again to Mr. Harllee Branch, suggest- 
ing that we attempt to reach a mutual agreement on this important 
subject. This letter is attached as appendix J. On May 19, 1953, 
Mr. Branch replied: 

We are unable to consider your proposal as acceptable. 

And stating further: 

We will be happy, as always, to meet with you on any matters of interest to 
Georgia Electric Membership Corp. or its members at any time. However, 
the proposal referred to in your letter is so completely unacceptable that further 
discussion of it would in our opinion, serve no useful purpose. 


(See appendix K.) 

The Georgia Power Co. thus refused to meet and discuss our pro- 
posal, 

Mr. Jones. He still loves you. 

Mr. Porttock. Oh, yes. Apparently, not so much from what the 
newspapers say. 
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Mr. Cuvuporr. And you are not mad at him. 

Mr. Potwock. Not at all. 

On June 18, 1953, the Georgia EMC was invited to meet with the 
Honorable Fred G. Aandahl, Assistant Secretary of the Interior, for 
the purpose of discussing the position taken by the cooperatives rela- 
tive to the disposition of ‘Clark Hill Power 

At this session with Mr. Aandahl we discussed fully the proposal 
we had made for disposition of Clark Hill power, mainly to purchase 
at the bus bar the power offered by the Government, delivering it to 
the Georgia Power Co. for distribution to the cooperatives. This 
would have been an exc hange of power arrangement which would not 
have interfered with the application of the Clark Hill project to the 
Georgia Power Co. system, nor would it have required the duplication 
of any facilities. 

It would have utilized the power company facilities to the fullest 
extent possible. The Clark Hill hydropower would have been avail- 
able to the Georgia Power Co. for the benefit of all its customers, in- 
cluding the cooperatives. Mr. Aandahl explained to us that he had 
not studied our proposal prior to the presentation of our views at that 
time. He had had a good long time, but he hadn’t had an opportunity. 

He also indicated that he had not studied the Georgia Power Co. 
proposal but that he was ready to begin studies of the C lark Hill situa- 
tion. We urged him to include us in the discussions which might take 
place relative to Clark Hill, and, of course, to give our proposal utmost 
consideration. 

In appearances before the House Subcommittee on Appropriations 
for Interior, Mr. Walter Harrison, manager of the Georgia Electric 
Membership Corp., testified relative to the Georgia Power Co. pro- 
posal for the disposition of Clark Ill power, to the effect that based 
on our studies, the Georgia Power Co. stood to gain approximately 
$1,500,000 per year from the proposal which they had made while 
passing on to the cooperatives in the State an average saving of ap- 
proximately $150,000 per year or a 10-to-1 ratio of benefits. 

This apparently made an impression on the Senate Subcommittee 
on Appropriations for Interior which employed Dr. Joseph J. A. 
Jessell, a staff member of the Federal Power Commission, who took a 
30-day leave of absence, during which time he worked as a member 
of the staff of the Senate subcommittee making an analysis of the 
Georgia Power Co. proposal, the results of whic +h were reported to the 
C ommittee ina pr inted document entitled “Analysis and Study of the 
Georgia Power Co. Proposal for the Disposal of Power Generated at 
the Clark Hill P roject by Dr. Joseph J. A. Jessell.” The document 
was labeled * ‘onfidential Committee Print.” The date of the report 
is May 8, 1953 

We wrote to the clerk of the Committee on Appropriations for Inte- 
rior Department, United States Senate on August 10, 1953, in an 
effort to obtain a copy of this report. We were denied access to this 
document which affected us so vitally until we obtained a copy through 
Senator Russell, of Georgia, on March 27, 1954, almost a year later. 

Dr. Jessell, while differing with the magnitude of the benefits which 
we claimed were flowing to the ( reorgia Power Co., contirmed the fact 
that the savings to the Georgia Power Co. under most any method of 
analysis would be extremely lar ge. Theaverage of the annual savings 
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calculated by oe Jessell under several methods of analysis was 
$932,000 per yea 

Having been aati by Assistant Secretary of Interior Fred G. 
Aandahl that consideration was activ ely being given to the disposition 
of Clark Hill power, we felt compelled to submit a definitive form of 
proposal for consideration. We had previously proposed that we 
purchase the output of the project at the bus bar and make suitable 
wheeling arrangements with the Georgia Power Co. and purchase 
firming steam from the Georgia Power Co. to make possible the utiliza- 
tion of Clark Hill power w ith the Geor gia Electric Membership Corp. 
acting as the agent for the purchase of "Federal hydropower, t the pur- 
chase of firming steam from the Georgia Power Co., and the delivery 
by wheeling over the Georgia Power Co. transmission facilities. 

On September 1, 1953, the Georgia Electric Membership Corp. ten- 
dered to the Secretary of the Interior by letter, copy of which is at- 

tached and marked “Appendix L: An Alternate Proposal.” This 
re Was In essence that the cooperatives— 

. Purchase the output of Clark Hill at the bus bar. 

Deliver this power forthwith to the Georgia Power Co. for use 
od ‘its system as it saw fit—to be commingled with power from its 
other sources of generation to the benefit of all of its customers, in- 
cluding the cooperative. 

3. Inexchange for the Clark Hill power so delivered to the Georgia 
Power Co., they would agree to deliver to the cooperatives a specified 
amount of power at a reasonable rate to assure the cooperative of a 
fair share of the economic benefit of the project. 

We indicated that we would accept modifications of either of the 
two proposals which we offered and would gladly meet to discuss the 
matter at any time. We respectfully requested the opportunity to 
explore these fully with the Department and with the company. 

At the same time—September 1, 1953—we wrote a letter to the Hon- 
orable Douglas McKay, Secretary of the Interior, in which we stated 
our objections again to the Georgia Power Co. proposal for the dis- 
position of Cl: ark Hill power. We set forth in some detail the basis 
of our objections and urged him to consider our proposal favorably, 
rather than the Georgia Power Co. proposal (letter attached and 
marked “Appendix M”). 

On September 1, 1953, representatives of the Georgia Electric Mem- 
bership Corp. met with Mr. Fred G. Aandahl, Under Secretary of the 
Interior Ralph A. Tudor, and Solicitor Clarence A. Davis. Present 
at this meeting also was a representative of the Southern Co., Mr. 
Charles A. Collier, of the Georgia Power Co., Mr. C. V. Maudlin, 
Washington representative of the Georgia Power Co., several repre- 
sentatives from the Southeastern Power Administration, and other 
members of the staff of the Secretary’s office. 

A complete transcript of the proceedings in this meeting was kept 
and is available. Copies can be provided to the committee if they so 
desire. 

Mr. Jonas. Are they available here today ¢ 

Mr. Pottock. They are not available here today. If the committee 
would like it, we can have it reproduced. 

Mr. Cuvuporr, Will you send us at least 2 or 3 copies as long as you 
are having it reproduced, so we can have one for Mr. Jonas and any 
other member of the committee that might want to look at it? 
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Mr. Pottock. We will do that, sir. 

Mr. Ralph Tudor presided at the meeting. The power company 
presented a lengthy discussion of the proposal which they had made 
and discussed it with Mr. Tudor and Mr. Aandahl. 

The Georgia Electric Membership Corp. stated that— 

We have two contentions— 


and these contentions run through the balance of our negotiations, 
and they still apply. 

One is that we are preferred customers under the Flood Control Act, and 
entitled to buy this power under the terms of that act; secondly, that we are 
entitled to the economic benefits of that great reservoir and that we should do 
whatever we can to protect those rights. 

The letters to the Honorable Douglas McKay each dated Septem- 
ber 1, 1953, were then read at the meeting and thereby presented to 
the meeting the alternate proposal which we offered at that time. 
The re ading of the list of objections to the Georgia Power Co. pro- 
posal also presented to the meeting for discussion the basis on which 
the Georgia Electric Membership Corp. objected to the Georgia 
Power Co. proposal. 

At that time we also read into the record the letter which the 
previous Secretary of the Interior, Mr. Oscar L. Chapman, had writ- 
ten to Mr. McManus, then president of the Georgia Power Co. on 
January 2, 1953, in which he said that the Georgia Power Co. pro- 
posal was not consistent with the Flood Control Act of 1944, and 
that he could not, therefore, legally enter into such a contract. Our 
position at that time was that this represented the official opinion 
of the Secretary’s Office and until that opinion was vitiated by sub- 
sequent action, the opinion stood and we could therefore not under- 
stand why the Secretary’s Office continued, in the face of this declara- 
tion, to consider the Georgia Power Co. proposal. This meeting 


ended with the cone ‘lusion by the Assistant Secret: ry that the Secre- 


turyv’s Office had “a major police} y question to decide.” 

In early November 1953, in a lengthy meeting and discussion of 
the Clark Hill situation with Mr. Aandahl, we were advised that we 
would be called in at the proper time to discuss the economics of the 
transaction. Mr. Aandahl assured us that he wanted to respect our 
thinking in the deliberations relating to settlement of this con- 
troversy. We had learned that the Department was actively nego- 
tiating with the Georgia Power Co., but we were not called in and 
continued to receive no information relative to the settlement of this 
issue, 

On November 24, 1955, we wrote a letter to Senator Guy Cordon, 
chairman of the Senate Subcommittee on Appropriations for In- 
terior, appealing to him to make * ailable to us a copy of the com- 
mittee report filed by Dr. Joseph J. A. Jessell in May of 1954 

On December 1, 1953, a letter was written to us by Mr. William 
W. Woodruff, staff member, in which he stated: 

As you stated in your letter you are aware that this study has not been 
released; and is a confidential report. 

In view of this fact, I must refuse your request for a copy of this study. 

In November of 1953, the Georgia Electric Membership Corp. filed 
with the Department of the Interior, » Memorandum of Law Sup- 
porting Georgia Electric Membership Corp.’s Offer To Purchase 
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Clark Hill Power. A copy of this legal brief is attached hereto and 
marked “Appendix N.” 

In early January of 1954, in a discussion with Mr. Aandahl relative 
to the Clark Hill situation, we were advised that we would not be 
invited in and would not be consulted until a draft of a contract had 
been prepared by the Secretary and ready for release. We knew that 
meetings were in progress between the company and the Department 
and could not understand w hy we were not being consulted, inasmuch 
as we had legal entitlement to purchase the power which was under 
discussion. 

On January 2, 1954, we addressed a letter to members of our congres- 
sional delegation protesting the Secretary of Interior’s continued meet- 
ing with the Georgi: a Power Co. while exc luding us from the meetings. 
We appealed to our representatives to intercede and make it possible 
for us to sit in the negotiations which were then in progress. During 
the time of these negotiations with the Georgia Power Co., the Secre- 
tary of the Interior, Mr. Douglas McKay, appeared before the sub- 
committee of the House on Janary 21, 1954, and filed the following 
written statement: 

Hearings before a subcommittee of the Committee on Appropriations, House 
of Representatives, 88d Congress, 2d session, part I (Interior Department appro- 
priations for 1955, p. 18) : 

BUREAU PROGRAMS 


SOUTHEASTERN POWER ADMINISTRATION 


The Department is not proposing construction of transmission facilities in this 
area. It is believed that arrangements can be made in addition to those already 
made with private utilities and preference customers for the disposal of Govern- 
ment power in an economical manner and in accordance with preference pro- 
vision of law. To accomplish this purpose negotiations for the sale and trans- 
mission of power and energy developed at power-producing projects are under- 
way. For a number of the projects, long-term contracts have been executed. 
However, the Department is disposing power in several instances under interim 
agreements. In addition, initial energization is scheduled for two projects in 
1955 and 1956. It is expected that long-term arrangements can be made for 
disposal of this power through facilities of operating utilities in the area to 
mutual advantage of all concerned. 


Thus the Secretary justifies not requesting transmission funds from 
Congress on the basis of satisfactory contracts with private utilities 
which will satisfy the Flood Control Act of 1944. 

However, Mr. Clarence Davis, Solicitor of the Department of the 
Interior, in ‘appearing before the Langer committee relative to Depart- 
ment of the Interior power policies, had the following exchange with 
Senator Kefauver: 


Senator Kerauver. Well, the point I am getting at is that a preference clause 
is, of course, a requirement for a direct preference by the Federal Government 
through the Interidr Department to the municipality and cooperative, and it can- 
not be interpreted as having been satisfied if the Federal Government sells to a 
private power company, which in turn will sell to a cooperative or municipality. 
Is that your interpretation? 

Mr. Davis. Well, of course, in that case, Senator, you are not selling to the 
preference customer directly. On the other hand, if you have a situation where 
your preference customer has no facilities, if the Congress has provided the 
Interior Department with no money for transmission, and a preference customer 
is over here 50 miles away from the project, the problem becomes rather acute. 
If the Congress provides the Interior Department with money to build a trans- 
mission line to the customer, then, of course, the customer can contract, he can 
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receive, he can buy, and presumably can pay for. If the customer has money to 
come to where the Federal power is, the same thing applies. But where you have 
a deadlock situation. * * * 

In every request for appropriations submitted to Congress by the 
Department of the Interior for several years prior to this time, funds 
had been requested for construction of certain transmission lines in 
the State of Georgia from the Clark Hill project. In every case, the 
Georgia Power Co. had appeared before the committees of Congress 
to protest the construction of these transmission facilities on the 
ground that their facilities were adequate. The only basis, however, 
on which their facilities were declared to be available was in accord- 
ance with the terms of the proposal by the Georgia Power Co. that 
they be permitted to purchase the power. By this action, they denied 
the use of their lines to the Federal Government, but at the same time 
declared that their lines were adequate for the purpose of delivering 
power from the Clark Hill project without “wasteful duplication.” 

We do not believe that Mr. McKay or the Department under him has 
requested any funds to provide any transmission lines from Clark Hill. 

We thus find the Secretary of the Interior declining to request funds 
for transmission lines because an adequate arrangement can be worked 
out with the private utilities and on the other hand, excusing the sale 
of the power to the private utility at the bus bar on the grounds that 
he does not have funds for transmission facilities. 

Feeling quite disturbed at the turn of events and realizing that the 
Department of the Interior was not taking our interest into account 
as we felt they should, we sought a meeting with the Secretary to dis- 
cuss this matter at the earliest possible time. Through Senator George's 
office, a meeting was arranged with Interior officials, including As- 
sistant Secretary Fred G. Aandahl, for February 24, 1954, at 11 a. m. 

On February 12, however, we read an Associated Press dispatch in 
the local papers bearing a Washington dateline of February 11 stating 
that Secretary Aandahl had called a meeting of the 37 presidents of 
the Georgia cooperatives and the officers and attorneys of Georgia 
Electric Membership Corp., for February 17 at 2 p. m. 

On February 13 we learned that the Georgia Power Co. had been 
contacting cooperative board presidents for several days. However, 
our first official notice of the meeting on February 17 was a letter of 
invitation which arrived on February 13. The notice was dated at 
Washington on the 10th and mailed on the 11th of February. This 
indicated that the Georgia Power Co. had advance notice of the meet- 
ing by 2 or 3 days and they had been contacting the presidents of the 
separate boards individually in an effort to influence their actions rela- 
tive to this matter. 

At the time the Georgia Power Co. representatives contacted presi- 
dents of the individual cooperative board of directors, they were 
urged to send a telegram to the Secretary of the Interior if they did 
not intend themselves to attend the meeting. This telegram was writ- 
ten out for them and stated that while it was impossible for the presi 
dents to attend, that he wanted it understood that he favored the 
Georgia Power Co. proposal above all others (telegram attached as 
appendix QO). 

Mr. Jones. Who is that by, Mr. Branch ? 

Mr. Poittack. No, sir; this is by the representatives of the Georgia 
Power Co. requesting the presidents of the different cooperatives 
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to send a telegram in in which they said that they were in agreement 
with the Georgia Power Co. 

Mr. Jones. Go ahead. 

Mr. Potnack. The presidents were urged to send this telegram 
notwithstanding the fact that none of them had seen the contract, 
which the Secretary had drawn with the Georgia Power Co. 

As a result of the invitation from Mr. Aandahl and realizing the 
urgency of the situation, a large delegation of cooperative representa- 
tives traveled to Washington at their own expense. There were 69 
representatives of the cooperatives present in Washington for this 
meeting representing all of the cooperatives who are members of the 
Georgia Electric Membership Corp. with the exception of 2. 

Our meeting with Mr. Aandahl was scheduled for 2 p.m. on Febru- 
ary 17. However, at 1 p.m. Mr. Ellis Arnall called his office in 
Atlanta and his secretary advised him that the 11 a. m. edition of the 
Atlanta newspapers had a front-page story indicating that the 
Georgia Power Co. had won the Clark Hill fight. 

The newspaper releases gave the impression that the cooperatives 
would receive the entire Georgia share of the Clark Hill power. The 
Atlanta Journal stated in an article bearing a Washington, February 
17, dateline: 


POWER FIRM WINS RIGHT TO CLARK HILL LINES 
United States releases contract giving co-ops entire Georgia share of output. 


There followed releases in the newspaper from the Georgia Power 
Co. indicating that the company was making a great contribution to 
the general public welfare in agreeing to this contract. The coopera- 
tives were put in the position of having the proposal which they 
had not even seen at that time, accepted on their behalf by the De- 
partment of the Interior, the Georgia Power Co., and the general 
public without the cooperatives themselves ever having had an oppor- 
tunity to review the matter under discussion in the newspapers. 

Mr. Cuuporr. That is not an unusual pattern. I think what hap- 
ened today sort of bears out that that is the usual procedure followed 
ry the Secretary of the Interior in these situations. 

Mr. Potiack. I was going to say at the conclusion that apparently 
the same line has been followed. 

As we entered the room for our 2 p. m. meeting with Mr. Aandahl 
in the conference room of the Secretary of the Interior, we were each 
landed a packet of paper which included a three-page outline entitled 
“Clark Hill Tri-Contract Proposal.” A copy of this statement, to- 
gether with 1 copy of each of the 3 contracts is attached thereto and 
marked “Appendix P.” 

Assistant Secretary Aandahl presided and Under Secretary Tudor, 
Solicitor Clarence Davis, and other representatives of the Depart- 
ment of Interior, including representatives of Southeastern Power 
Administration were present. 

Present from the Georgia Power Co. were Mr. Charles Collier, vice 
president, Mr. C. V. Maudlin, Washington representative, and Mr. 
Don Early, of Southern Service. 

We were handed the proposed contracts concluded from the nego- 
tiations conducted by the Secretary of the Interior to sell to the 
Georgia Power Co. Clark Hill power, which according to the law, 
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rightfully belongs to the preference customers named in the law. The 
proposals were not in a formative stage but were an accomplished 
fact. 

We, therefore, requested time and were granted 30 days to review the 
proposal as submitted and to report back our findings at the conclusion 
of that time. A transcript of this February 17, 1954, meeting is avail- 
able and can be provided to the committee on request. 

In accordance with the request of Assistant Secretary Aandahl, we 
proceeded to analyze carefully the proffered Tricontract proposal of 
the Department of the Interior. On finding that we needed additional 
time we requested an extension of 60 days but were granted 30, and 
completing our analysis, met with representatives of the Department 
of the Interior, in Assistant Secretary Aandahl’s office at 1:45 p. m. 
April 19. In the proceedings which followed, the Georgia EMC for- 
mally rejected the Tricontract proposal of the Secretary of the In- 
terior and set forth in complete detail its reasons for the position it 
took. 

Both economically and legally the contract as proposed by the 
Secretary was unacceptable to the cooperatives. Under the Tricon- 
tract proposal, title to the power would have been given directly to 
the Georgia Power Co. at the bus bar. The cooperatives had insisted 
on two points: (1) Title to the power directly from the Government. 
and (2) a fair share of the economic benefits of the project. Both of 
these were denied to them by the Secretary’s proposal. 

Included in our presentation was a definitive draft of a contract 
setting forth in detail the proposal of the Georgia EMC for disposi- 
tion of Clark Hill power. 

In this proposal the cooperatives would purchase from the Gov- 
ernment at the rates fixed by the Secretary of the Interior all of the 
power assignable to the State of Georgia. This power would forth- 
with be delivered to the Georgia Power Co. at the point of purchase 
and for the purchase price without any increase to the Georgia Power 
Co. The Georgia Power Co. in exchange for the receipt of this hydro 
power from the cooperatives would agree in a three-party single 
contractual document to deliver to the cooperatives a specified amount 
of power at a specified rate. We urged the Secretary to accept and 
sign this document, which would not become a contract until the 
Georgia Power Co. had accepted and affixed its signature. 

We offered at the same time in definitive form an alternate proposal 
under which we would purchase Clark Hill power at the bus bar. 
and would then undertake through whatever means possible to cause 
the Georgia Power Co. to deliver this power for the cooperatives. 
Presented in detail at the meeting with the Secretary, in addition to 
the letter of transmittal, were the statement of legal objections and 
economic objections to the tricontract proposal, an analysis of the 

“economic aspects of the tricontract. proposal setting forth the limita- 
tions of preference customer use, the effect of assignment of rates for 
capacity and energy on rates to preference customers, and an analysis 
showing the value of Clark Hill power to result in a savings to the 
cooperatives of $101,051 per year average over the next 10-year period. 

In other words, that dropped down about $49,000 from the or iginal 
proposal. 

Included also was a study to determine value of Clark Hill Power 
to Georgia Power Co. compared to cost as proposed by Government, 
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which showed annual net benefits to the company compared to al- 
ternative facilities amounting to from $1,003,135 to oR BES HOR, a suin- 
mary outline of the provision of the proposal of the Georgia EMC 
three-party proposal for disposition of Clark Hill power, a definitive 
contract proposal from Georgia EMC and the alternate proposal from 
Georgia ECM all of which are attached hereto and identified as ap- 
pendix A. <A transcript of this April 19 meeting with the Secretary 
is available and will be provided to the committee on request. 

It was agreed in the April 19 meeting that an effort would be made 
to have the parties of both sides sit down for a complete discussion 
of this entire matter. At the invitation of Mr. Aandahl we attended 
a meeting in his office at 10 a. m., Monday, April 26, which meeting 
continued to Tuesday evening. 

At the conclusion of our 2-day discussion Mr, Aandahl commented 
that the tricontract proposal and the Virginia Electric Power Co. 
Wheeling contract are substantially equivalent, and therefore the 
tricontact proposal is a satisfactory proposal. 

It was thus that the Secretary announced to us that he intended 
to go ahead with his tricontract proposal over our protest. No 
serious discussion ever took place about our proposal. There was 
never any effort to negotiate our proposal with the power company in 
our presence. 

As a result of his direction and over our protest we were requested 
to return to the Department of the Interior to continue negotiations of 
the Secretary's tricontract proposal on Saturday, May 1. We met 
with we Secretary and the Georgia Power Co. from 8 a. m., until 
5p. m., on Saturday reading paragraph by paragraph the tricontract 
scauieiael and stating our objections to those parts of the contract which 
we found objec tionable. 

The Assistant Secretary passed from each paragraph to the next 
with the comment that he would take our objection into account. 

We were direc ted by. the Secret tary to meet with the power com- 
pany the f avy—to work out the final details 
of the phr aseology | to go in the contract between the cooperatives and 
the power company. “We did this reluctantly and under protest. 

During June of 1954, we learned that Mr. Ancher Nelsen, Ad- 
ministrator of the Rural Electrification Administration was quite 
interested in the apparent stalemate over the Clark Hill matter. 
We had heard nothing from the Interior Department since our May 
meeting and we had not been advised what the next step would be. 

The board of directors of the Georgia Electric Membership Corp. 
met with Mr. Ancher Nelsen in Atlanta, Ga. on Saturday, July 17, 
i954, to discuss with him the situation then existing on the Clark 
Hill matter. During the interim period while waiting for some 
action from the Department of the Interior, we communicated by 
telegram with the Secretary of the Interior urging him to act on our 
proposal which had been pending before him since January of 1953. 
On September 23, 1954, we received a letter from Mr. Fred G. Aandahl, 
Assistant Secretary of the Interior, in which he said: 





The Department of the Interior cannot act affirmatively on your proposal to 
purchase Clark Mill power until your organization can present some plan whereby 
you can transmit and deliver this power to your member cooperatives and collect 
the money needed to make payment to the Government. * * * If you expect to 
buy this power for your members, the next move would be for you to establish 
ability to firm it, transmit it to them, and pay for it. * * * 
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This letter and the statement made by Secretary McKay before the 
House subcommittee relative to funds for transmission lines clearly 
indicates that the policy of the Department of the Interior and appar- 
ently their interpretation of the Secretary’s responsibility under the 
law is to depend upon the preference customers to provide transmission 
facilities for Federal power if they are to obtain their preference rights 
as provided in the law. , 

On October 8, 1954, we wrote to the Secretary again urging action on 
his part to settle this matter as promptly as possible, inasmuch as the 
cooperatives were losing money on a monthly basis by failure of the 
Secretary to act on this very important matter. During November, 
meetings were held between representatives of Georgia EMC and 
members of the Department of the Interior and REA in an effort to 
find some way to move the Clark Hill matter off of dead center. Real- 
izing that some move had to be made we drafted a memorandum dated 
December 2 , 1954, copy of which is attached hereto and marked “Ap- 

vendix Q,” in which we set forth in simple language the position taken 
By the Rural Electric C ooperatives in Georgia and our requirements 
of any arrangement for the disposition of ( ‘lark Hill power. 

This is something that we tried to work out; I think we made a great 
effort. 

Inasmuch as the only objection expressed to the proposal of the 
Georgia EMC had been that it injected the Georgia EMC into the 
power business in the State, we suggested in this memorandum that the 
individual member cooperatives “would contract collectively for the 
power and would pay a pro rata share of the bill to a trust fund from 
which disbursements would be made to the Government and into 
which the Georgia Power Co. would pay for power purchased from 
the cooper: ratives. This memorandum was then presented to Mr. 
Ancher Nelsen, Administrator of REA, and to Mr. Clarence Davis, 
then Under Secretary of the Interior. Both Mr. Nelsen and Mr. 
Davis expressed the opinion that this suggestion offered the best possi- 
bility of solution which they had seen to that time and agreed to 
attempt to work along those lines toward some conclusion. 

In this memorandum we state: 

In our efforts to obtain the benefits of the Clark Hill project, we have insisted 
on adherence to the two basic principles : 

(1) Clear and unencumbered title to the power directly from the Government 
to the cooperatives. 

(2) A fair share (to be determined by negotiations) of the economic benefits 
of the project, taking into account the full capability of the project (recognizing 
the dependable capacity to be 122,000 kilowatts). The full capacity of the project 
to the extent of the recognized dependable capacity and firm energy should be 
available to the preference customers as well as use of secondary energy to the 
full extent of availablity. 

Our insistence on the adherence to the above stated principles is 
for reasons of protection of the cooperatives’ rates and future security 
and for no other reason. 

Any contract which clearly is based upon and complies with the 
above-stated principles would be acceptable to the cooperatives. 

We have steadfastly stood in the same position from the beginning. 
We feel that embodiment of the above two principles in any reason- 
able contract will be acceptable to us. 

Please note, however, that there are two principles on which we in- 
sist—title to power and reasonable economic benefits. One without 
the other is insufficient. 
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Our insistence on title has a real and practical basis. Economic 
benefits can be secured only by that means. The importance of free- 
dom of the cooperatives’to purchase from two sources rather than 
from the Georgia Power Co. as the only source of supply is clearly 
indicated in the following statement by Mr. Harllee Branch, president 
of the Georgia Power Co., in the public record appearing at pages 
1159-1160 of hearings before a subcommittee of the Committee on 
Appropriations—United States Senate, 83d Congress, Ist session, on 
H. R. 4828 (Interior Department appropriations for 1954) : 


Senator CorpoN. We have a series of questions. I will read the question into 
the record and hand you a copy so that you may have it now, and then I will ask 
you to supply the answers, and, if you can give them now or desire to do so, 
all right, or otherwise you can supply them later. 


RATE SCHEDULES 


Question 1. Are the rate schedules under which your company sells electric 
energy to REA cooperatives based on your company’s average system costs of 
generated and purchased electric energy plus average system costs of transmis- 
sion, including transmission losses? 

Can you answer that one now’? 

Mr. Brancu. I prefer to supply the answer. However, I would like to point 
out that basic to the rates at which we are today supplying power to the REA 
cooperatives and the municipalities is the consideration of value generally to 
the State, and our rates to those particular agencies have historically been very 
low. I don’t know whether it is as low as the average for the service to some 
other customer, or whether it is limited to the service to those people in and of 
themselves. I think you are going to find that it is an exceedingly low rate, and 
we will furnish complete information in answer to your question. 

(The material referred to follows: ) 

“No single rate schedule is based on average system cost. If rates were made 
in that way, then all customers and all classes of service served direct from the 
transmission system would be served under the same rate schedule. To attempt 
to do this would mean that the customers of Glasses enjoying a more competitive 
position with respect to power cost from other sour¢es would not purchase utility 
service, with the result that what contribution they now make toward fixed 
expense would be lost, thus raising the average system cost. 

“In actual practice rates of this nature are made on the basis of incremental 
expenses plus something less than a full margin with respect to that class of 
service. As long as Some margin does exist, that class of service will make some 
contribution to the fixed expense of the utility to the benefit of all classes of 
service. 

“In the case of the particular rate schedules in question, it has been the 
company’s policy from its inception to cooperate with the REA program to the 
fullest possible extent in order to help to bring electric service to the rural 
areas of Georgia where the company itself could not serve within a reasonable 
period of time. These rate schedules have purposely been made just as low as 
possible as part of the company’s contribution to that program. 

“The company’s rate schedules for REA cooperatives, then, have been deter- 
mined by the two factors enumerated above, rather than by average system 
costs.” 


In other words, just in pure layman’s words, by competition. 

In meetings with representatives from REA, efforts were made to 
arrive at some satisfactory basis for a new contract format. In a 
meeting in Atlanta between REA representatives and Georgia EMC 
representatives on April 15, 1955, we proposed to REA, in general 
terms, the basis for a contract : 

(1) Georgia EMC to buy all of Clark Hill power assignable to 
Georgia directly from the Government at the project rates. 

(2) Georgia EMC to deliver to the Georgia Power Co. all of 
Clark Hill power at the project rate. 
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(3) Georgia Power Co. to sell 350 million kilowatt-hours of energy 
to the cooperatives for 5.75 mills per kilowatt-hour. 

(4) Title to the power must pass directly to the cooperatives from 
the Government. 

We indicated that a contract drafted along these lines and embody- 
ing these principles would probably be acceptable to the cooperatives. 

REA staff members then drafted proposals seeking to embody sub- 
stantially the above points. After several meetings with REA offi- 
cials, both in Atlanta and Washington, a draft of contract was 
approved by the board of directors of Georgia Electric Membership 
Corp. in a meeting in Atlanta, Ga., on May 27, 1955. This contract 
(attached hereto and marked “Appendix 8”) was delivered to Mr. 
Ancher Nelsen, who forthwith transmitted it to the Georgia Power 
Co. on May 31, 1955. 

These negotiations with REA were done very hurriedly in an effort 
to present something as soon as possible so as to settle this very dis- 
turbing and controversial matter as quickly as possible. It will be 
noted that the cooperatives compromised further in the proposal 
which they offered, by agreeing to accept a rate as high as 6 mills per 
kilowatt-hour for the 350 million kilowatt-hours, equal to the average 
energy at the project. 

In all of the negotiations from 1951 to the present date, the com- 
promises and concessions which have been made have been on the part 
of the preference customers. The Georgia Power Co. made a proposal 
in September of 1951 which to our knowledge they have not modified 
as to principle nor economic advantage since it was first offered. 

The cooperatives on the other h: ind have agreed to compromise to 
the extent that they have shown a willingness to purchase power 
at the bus bar rather than to insist that the Secret: iry transmit the 
power to them as the law requires. They have also indicated that they 
will pass on to the Georgia Power Co. the lion’s share of economic 
benefits from the project by delivering all of this power to the Georgia 
Power Co. for their use and benefit in exchange for a secure arrange- 
ment for a modest share of the economic benefits from the project. 
The proposal approved and submitted to the Georgia Power Co. on 
May 31, 1955, was another manifestation of the sincere desire on 
the part of the cooperatives to settle this matter expeditiously. 

To this date we have never received a reply to our proposal from 
the Georgia Power Co. The proposal which we rushed by the hour 
to prepare and submit to the Georgia Power Co. in an effort to resolve 
this matter has been before them for more than 90 days without reply. 

During this 90-day waiting period, we have on frequent occasions 
attempted to obtain some indication as to the power company’s de- 
cision in this matter, but have receved no specific reply to our inquiries, 
until we were informed by the Administrator of REA approximately 
3 weeks ago that he felt that the Georgia Power Co. would not accept 
the proposal, although he had not rec eived a definite reply at that time. 

Last Friday, August 26, 1955, in a meeting of the power committee 
of the Georgia E lectric Membership Corp. it was resolved that if an 
answer was not forthcoming from the Secretary of the Interior relative 
to disposition of Clark Hill power, which matter had been pending 

before the Secretary of the Interior for 2 years and 8 months without 
any action from him, it was our intention to seek through legal action 
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appropriate official compliance with the law. We had urged the Secre- 
tary on several previous occasions to take some action, ‘regardless of 
its nature, so as to permit the matter to be resolved. The inactivity 
and failure on the part. of the Secretary of the Interior to market 
power from Clark Hill in accordance with the law has not alone 
caused a great loss of the benefits from the project to the preference 
customers and others in the State of Georgia, but has also caused a 
considerable Ic ss to the American taxpayers by virtue of the large 
Federal investment for which adequate sums have not been collected 
through the sale of electricity. Only 50,000 kilowatts of Clark Hill’s 
280,000 kilowatts is presently under contract. We do not have accu- 
rate figures as to the total loss to the Federal Government resulting 
from the failure to market this power, but we know that the stm is 
quite large. 

The conclusion drawn at our meeting in Macon on August 26, 1955, 
was relayed to officials in Washington. On Monday, August 29, 1955, 
we read in the newspapers that “State’s Co- -ops Win Clark Hill Dis- 
pute.” This article, under a Washington, August 29 dateline, pro- 
ceeds to quote Assistant Secretary Aandahl as stating: 

A preliminary draft of a modified wheeling agreement for the transmission 
and disposal of Georgia’s share of Clark Hill power to the preference customers 
in Georgia has been worked out between the Southeastern Power Administration 
and the Georgia Power Co. 

Mr. Crruporr. Now, in order to keep the record straight, that is the 
press release that appeared recently in the New York Times and other 
southern newspapers setting forth that an agreement had been reac hed, 
and as a result of our discussion with representatives of your organi- 
zations who advise you nothing about that. 

Mr. Pottock. That’s correct. 

Mr. Cuvporr. Asa result of that, I sent a telegram to the Secretary 
of the Interior requesting full information, and received an answer 

saying that they had not reached any agreement, it was only a pre- 
liminary draft, and that they were not ready at this time to send it 
to you, and when it was ready they would send it to you, isn’t that 
correct ¢ 

Mr. Pottock. That’s correct, Mr. Chairman. 

Mr. Cuvporr. I just want to insert in the record at this time, that 
1 am not satisfied with the entire situation, so as a result thereof I 
wired the Secretary of the Interior this telegram : 

Reply to telegraphic request for details Georgia Power-Southeastern Power 
Administration draft contract completely unresponsive. Request immediate de- 
tails to be sent to committee in Washington for study. Further refusal of 
information should be supported by clear statement of reasons for denial to this 
committee. Information pertinent to hearings and studies now underway. 

(Signed) EarL CHUDOFF. 

Mr. Potvock. I might state right here that it is our position that 
since we are the ones who are directly affected, that we should be the 
ones who would have an opportunity at least to discuss the terms of 
the proposed plan. 

Mr. Cuuporr. But you have already won your fight according to the 


news release. 

Mr. Potuack. I have stated, for the purpose of the record, so far 
as the Georgia Electric Membership Corp., so far as the officials are 
concerned, so far as the power commission is concerned, or individual 
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cooperatives in the States are concerned, we have had no official notice 
of any action on the part of the Department of the Interior in this 
matter. 

Mr. Cuuporr. I think that everyone will agree that the facts brought 
out today show definitely that any news s release issued by the Secre- 
tary of Interior was not a true release as to the true facts. 

Mr. Jones. Let me ask this question at that point. You don’t think 
you have won anything if the Department of the Interior has made 
the trade with the Geor; gia Power Co., do you ? 

Mr. Potzock. Mr. Congressman, we feel like we have won one thing 
that we have contended for. That is, if the power company has 
reversed their position and done something that they said they would 
never do, and that is wheel 

Mr. Jongs. You are an optimist. 

Mr. Pottock. Let me continue. Therein we feel that we have won 
our fight for the principle involved, which is the right to buy that 
power directly from the Government. 

Now that is dependent upon the secondary ape eoriogecint whether or 
not there is going to be any economic benefits or how we are going to 
pay for it, or w hat is going to be charged for it, and the whale plan, I 
think, is going to depend 

Mr. Jones. It looks like to me you have been on a snipe hunt long 
enough not. to expect anything that fortunate. 

Mr. Pottock. We are not expecting very much, Mr. Congressman, 
but. you know you can’t help but be hopeful as you go along, and any 

ray of sunshine you are a little inclined to look at it with hope that 
maybe it does- 

Mr. Moss. You won your fight according to the newspaper head- 
lines on February 17, 1954, didn’t you? 

Mr. Po.tocKk. How is that, sir? 

Mr. Moss. According to the newspaper headlines on February 17, 
1954, you won your fight. Apparently, you are going to have winning 
of many innings but you have yet to win the battle. 

Mr. Potitock. That is correct, sir. 

Mr. Cuuporr. I just want to comment, Congressman Jones said 
something about a snipe hunt. I don’t know too much about hunting 
snipe, but my recollection is that in every snipe hunt somebody holds 
the bag, and it looks like you fellows are holding it. 

Mr. PettocK. We have been holding it for a long time, sir. May 
I continue ¢ 











Under the preliminary draft proposal, power from Clark Hill available for 
sale by the Government to preference customers would be transmitted for the 
Government over Georgia Power Co. lines. 

The Assistant Secretary of Interior pointed out that the preliminary draft 
proposal will be distributed among other interested groups for study as soon 
as it can be prepared. 

The Assistant Secretary of the Interior apparently met with the 
Georgia Power Co. and worked out arrangements for the handling 
of Clark Hill power before consulting the cooperatives who are 
expected to be parties to the contract. Notwithstanding the fact that 
the matter has not been referred to the cooperatives for their consider- 
ation a public announcement has been made of the Secretary’s decision 
in this matter to the extent that the local newspapers have concluded 
that “State’s Co-ops Win Clark Hill Dispute.” 
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In the Atlanta Constitution dated Tuesday, August 30, 1955, there 
is an editorial entitled “Clark Hill Dispute Is Settled Sensibly.” 

We have not yet had any proposal placed before us for our consider- 
ation since the February 17, 1954, tricontract proposal which we 
declared to be illegal and contrary not only to the law but to the 
interest of the preference customers named in the law and we do 
not at this time have before us any proposal for consideration. 

We have stated from the beginning that we are willing to negotiate 
any reasonable contract which adheres to two general principles, (1) 
the cooperatives will acquire title directly from the Government to 
all the power allotted to Georgia from C lark Hill, and (2) the prefer- 
ence customers will receive a fair share of economic benefits from the 
Clark Hill project, recognizing the full capability of the project. 

We have repeatedly stated and now reaffirm that we will stand firm 
in our contention for the two principles stated above. We will reason- 
ably negotiate a contract which will satisfy the two principles above. 
We have made four proposals to the Secretary of the Interior which 
will comply with the above-stated principles. 

We earnestly hope that the proposal which has been announced in 
the public press will comply with these principles. 

We appreciate this opportunity to appear before this committee 
of the Congress of the United States and especially for the oppor- 
tunity to present for the public record a complete accounting of the 
efforts of the Georgia Electric Cooperatives to exercise their right 
under the law. 

That concludes the statement. 

Mr. Cuuporr. Mr. Jones, do you have any questions ? 

Mr. Jones. Mr. Chairman, I am not going to delay the committee 
in making inquiries except to make an observation: That the handling 
of the Clark Hill energy is characteristic and uniform to the way that 
this administration is handling our Federal disposition of property 
generated at Federal projects. 

The whole proceeding is indicative of the kind of treatment that 
preference customers are being subjected to all over the country, and 
certainly it is cumulative evidence that the private utilities of this 
country who are supposed to be our servants are now our masters, and 
it certainly behooves us to move forward and put them back in the 
place where they belong. 

That is all. 

Mr. Cuvuporr. Mr. Moss. 

Mr. Moss. I have just a few questions here, and I will try to limit 
my questions because of the limited time remaining for the committee 
to continue its session. 

From the lengthy negotiations with the Department of the Interior, 
have you at any time under this administration had the feeling that 
the Department was acting to try to secure for you that which the laws 
accorded you ‘ 

Mr. Potxock. I might state that our feeling has been that we were 
not considered seriously at all, that what we were trying to propose 
was not taken into consideration at all by the See retar ys and that we, 
as you stated there, that we had no hopes that it would be treated by 
him in any reasonable way. That has been our feeling. 
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Mr. Moss. You stated that 3 weeks ago the Administrator of REA 
informed you that he was certain that Georgia Power would not ac- 
cept the proposal then before the Department on your behalf ? 

Mr. Porttock. That was the proposal that we ‘made. 

Mr. Moss. That is the proposal that you made? 

Mr. Potxock. In other words, the Administrator became interested 
in it and came down and asked us to work out a proposal that would 
include the rate that we felt that we should have, and include other 
things that we felt should be included in the contract. 

We hurriedly did that, and we made that proposal, and he carried 
it back with him, and it was, I assume, immediately transmitted to 
the Department of the Interior, and we heard absolutely nothing from 
it, and have heard nothing from it until this day. 

Mr. Moss. If there is a new proposal, as has been indicated in the 
past few days in newspaper releases, would it be reasonable to assume 
either that the REA Administrator was not informed of the negotia- 
tions, which certainly must have been in progress 3 weeks ago if a ‘draft 
agreement had been reached, or that as a result of the negotiations 
then going on, he concluded that Georgia Power would not agree to 
your demands, and therefore the draft which will be at some future 
time offered to you for comment will not be in conformity with the two 
basic criteria listed by you. 

Mr. Potiock. Well, I think what the Administrator meant by that 
was that he felt that the power company would not be willing to ac- 
cept the proposal that we had made, which was in the nature of a 
trade of power, that is, that we would take the power and then trade it 
to them at no markup in price, and they would put it on their lines 
and set out the rate. 

I think what he said was that the power company would not be 
interested in that. Now, as to what their position would be so far 
as the new proposal, I don’t think that entered into it so far as he 
was concerned. 

Mr. Moss. Now, we have 230,000 kilowatts in this project that is 
not committed by contract ? 

Mr. Potxock. That’s right. 

Mr. Moss. How is it being sold now, and to whom ? 

Mr. Potrock. I will get Mr. Treadway to answer that question. 

Mr. Tre apway. The power now is being sold to the South Carolina 
Public Service Authority, which is the public power agency in the 
State of South Carolina, in 1 contract for 40,000 kilowatts. 

There is another contract for 10,000 kilowatts with Greenwood 
Power Commission, constituting 50,000 kilowatts, which are prin- 
cipally under contract. The balance of the power is being sold as sur- 
plus energy to the highest bidder on a 30-day basis. 

Mr. Moss. And at what average rate / 

Mr. Treapway. I don’t know what that rate is now, but it is some- 
thing less than 5 mills per kilowatt-hour. 

Mr. Moss. And who is the successful bidder, usually? 

Mr. Treapway. I believe that South Carolina Electric & Gas Co., 
a private utility in South Carolina, has purchased most of that power. 

Mr. Moss. Does Georgia Power have any of that power? 

Mr. Treapway. Georgia Power Co. purchased the power for a few 
months when it was first offered on that basis, but I don’t believe that 
they have gotten any substantial amount of that power for the last 
10 months. 
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Mr. Moss. Now another question. In your offer to purchase at the 
bus bar has there ever been any attempt or any willingness on the part 
of the Department of Interior to sit down and seriously discuss with 
you your proposal ? 

Mr. Pottock. None whatsover. 

Mr. Moss. They frequently raise as one reason for objecting to some 
of these contracts before the committees of Congress the refusal of 
agencies to go directly to the bus bar and provide facilities to transmit. 
In this case you have been willing to do that 

Mr. Potiock. We have been willing to go buy it at the bus bar, and 
we feel that that is a compromise so far as we are concerned actually 
with the law, because the Secretary, under the law, is supposed to trans- 
mit that power to us, but we are willing, since they are going to sell it 
at. the bus bar, that we will go there and buy it there, and then we are 
willing to exchange that power with the power company with no 
markup in price at all, if that is the way it can be done. 

But apparently they have not been willing to accept that proposal, 
and apparently the Department of the Interior has not considered it 
too seriously. 

Mr. Moss. I conclude from the very well documented and ably pre- 
sented statement that you have made to this committee, that it is the 
policy of the Department of the Interior at this time not only to avoid 
giving you the right which you have been accorded by law, but to 
insist that any participation by you in this power carry with it a sub- 
stantial margin of profit for Georgia Power Co. 

Mr. Potxock. I regret to say that that apparently is the truth. 

Mr. Moss. Thank you. 

Mr. Cuuporr. Mr. Fascell? 

Mr. Fascein. How long has this 50,000 kilowatts been contracted for 
in the manner in which it presently is? 

Mr. Treapway. The first sale of power was to the South Carolina 
Public Service Authority, and the contract is dated November 28, 
1952. I don’t know whether that is the date of execution. 

Mr. Fasceti. To your knowledge, that is the first time that any of 
the power coming out of this project was sold ? 

Mr. Treapway. That’s correct, sir. 

Mr. Fasceti. What is the date of the sale of the balance of the 
power as surplus energy, and how much is there? 

Mr. Treapway. I don’t have those figures, sir, but the first contracts 
were made in South Carolina. The other two, those are both public- 
power agencies, and the first sale of power was to them out of the first 
production of the project, which recognized their preferential rights. 
The balance of the power, as it became available, was sold first to the 
Georgia Power Co. in an interim contract. 

I don’t have a copy of that contract with me, sir, but it took place, 
and I will have to estimate the time—approximately a year ago. 

Mr. Fasceti. Mr. Pollock, your statement is that you first started 
negotiations in 1949, was that it? 

Mr. Potiock. That’s correct. 

Mr. Fascety. That is all. 

Mr. Cuvuporr. I just want to ask you one question, Mr. Pollock. 
I was wondering whether or not you could give any explanation to 
the issuance by the Interior Department of its August 29 press release 
other than it was prematurely made to pressure the Georgia co-ops into 
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accepting the alleged preliminary draft, and perhaps to forestall your 
fight and this subcommittee’s efforts in your behalf. 

“Mr. Porzock. I think the timing of it is rather significant. Your 
committee was scheduled to come down here today. ‘I can’t help but 
believe that there is some close connection with the two things. 

Mr. Cuvuporr. It is an extraordinary coincidence, I think, is a good 
way to describe it. 

Mr. Poxtxock. I think so, and I think that the other is true. 

Now, I don’t know how much good faith to ascribe and how much 
not to in this case. I always like to ascribe good faith if I can, and, as 
I said a minute ago, we are hopeful that this reversal of position, so 
far as the power company is concerned, means just what it says. 

Now, we don’t know if it means what it says or not because we have 
no official notification. All we know, as has been said by Mr. Will 
Rogers, is what we read in the newspapers. 

Mr. Cuuporr. As a matter of fact, nothing has been said because 
the Interior Department admits that the draft isn’t even complete. 

Mr. Potxiock. That’s right. 

Mr. Cuuporr. So you are at practically zero. Maybe we pushed 
you a little bit over the line in the tug of war. 

Mr. Potxock. I think this: That if there is a contract in the forma- 
tive stage, certainly we should know some of the details and have 
something to do with working out the details of the contract. 

Mr. Cuvuporr. You should know all of the details and sit down 
and have an across-the-table talk about it. That is the right way 
to do it. 

Mr. Treapway. Mr. Chairman, may I make a correction, please, in 
answer to Mr. Fascell’s question about the contract. I have found 
that contract, and I was in error. 

The contract of the Georgia Power Co. for interim power is dated 
June 19, 1953, and that would make it more than 2 years instead of 1. 

Mr. Fascety. And the first contract was in 1952? 

Mr. Treapway. That’s right, sir. 

Mr. Fascetn. So that it has been since 1952 that preference cus- 
tomers in Georgia have been denied the 1 right to any of this power‘ 

Mr. Treapway. That is correct, sir. The power was sold to the 
company for 514 mills per kilow: att-hour for energy made available 
in accordance with certain restrictions which are deliveries on a purely 

calendar-week basis, which makes the project the run-of-river project 
one sells the power simply as surplus energy. 

Mr. Cuvuporr. Mr. Jonas. 

Mr. Jonas. I didn’t understand, Mr. Pollock, a statement I thought 
you made at the beginning, th: at you occupy this position without 
compenss ition. 

Mr. Potxock. I do, sir. 

Mr. Jonas. Do you | devote much of your time to it ? 

Mr. Potrock. More than I should, Mr. Jonas. I will have to admit 
that I do a little bit more than I should, because I have a job that keeps 
me pretty busy. 

Mr. Jonas. What is your occupation ? 

Mr. Pottock. I am a prosecuting attorney in the western judicial 
circuit in the State of Georgia. Solicitor general is the official name. 


Mr. Jonas. You mean, you ride a circuit “and prosecute the criminal 
docket ¢ 
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Mr. Pottock. That’s right. That is one of my jobs. 

Mr. Jonas. We call them solicitors in my State. 

Mr. Potiock. Solicitor general is my position. 

Mr. Fascetit. You are riding herd on something else, too, aren’t 
you, Mr. Pollock ? 

Mr. Pottockx. Well, I have other interests. 

Mr. Jonas. What are your other interests, and how did you happen 
to be in this business ? 

Mr. Pottocs. In 1937 the Walton Electric Membership Corp., in 
Monroe, Ga., where I live, was formed. I started out as attorney 
for the cooperative, and later on I have been occupying the position 
of president. 

Then I became interested in the Georgia Electric Membership Corp. 
back in the old years, but then dropped out and started back into it 
a little bit later on. 

They have been kindly and elected me to the office of president of 
the group, and I have tried to, in that capacity, to give my best efforts 
toward representing the rural people of Georgia in getting the thing 
that I think they are entitled to. 

Mr. Jonas. Well, I would say I think they have a very effective 
advocate. 

Mr. Pottock. Thank you. 

Mr. Jonas. A very effective president. 

: Would you turn to page 5 of your statement, the middle of the page. 
ou say: 

“During the summer and fall of 1951 the cooperatives” began work- 
ing on this. Then you jump from there to 1953. How do you ac- 
count for the delay in somebody solving all of these problems for you 
in 1951 and 1952? 

Mr. Potitock. Well, in 1951, as I remember it, I was not connected 
with the association at that time. I think somebody else could answer 
that question better than I could. 

Mr. Jonas. I don’t understand. Do you mean you didn’t prepare 
this statement ? 

Mr. Potiock. Yes, I helped prepare it. I didn’t prepare it all. I 
am not capable of preparing a statement of this type. 

Mr. Jonas. You talk about what they did in 1951? 

Mr. Pottock. That’s right. 

Mr. Jonas. Then you skip over to 1953. Now, why didn’t you get 
relief in 1951? 

Mr. Potitockx. As I remember it, the members of the group were try- 
ing to get the congressional 

Mr. Jonas. The answer is Congress wouldn’t appropriate any 
money to build any transmission lines ? 

Mr. Pottock. That’s right. I was trying to get the—— 

Mr. Cuuporr. I think the committee would like to have the bene- 
fit of what happened between 1951 and 1953, and if you can’t answer 
it, is there somebody in your organization that can, because the im- 
plication of a jump of time leaves a gap which we would like to 
know about. 

Mr. Harrison. I can answer it. I am Walter Harrison, of Millen, 
Ga. 

Between 1951 and 1953 the Georgia Power Co. was able to lull the 
leadership of the Georgia Electric Membership Corp. into thinking 
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that they were going to resolve their differences and they were going 
to be Santa Claus to the cooperatives of the State. 

Mr. Jonas. How did that prevent the Government in 1951 and 
1952 

Mr. Harrison. Evidently you don’t know how the power companies 
operate in Georgia. 

The power companies in Georgia have control of the politics in 
Georgia, including some of the Congressmen, and the power company 
in Georgia was able to sell to the leadership of our organization that 
they could solve the problems, and they so told the Congressmen and 
we could not get any active support out of the Congressmen because 
they said it was going to be resolved. 

Mr. Jonas. Did they say that to the Department of the Interior, 
too? 

Mr. Harrison. They probably did. 

Mr. Jonas. Anyway, you didn’t get any relief in those 2 years? 

Mr. Harrison. We haven’t got any relief as yet. 

Mr. Jonas. Mr. Pollock, isn’t it true that a contract which would 
have been satisfactory to your organization in all respects, except the 
two that you have mentioned, was actually negotiated and signed by 
the Georgia Power Co. back in 1954 and has been signed and on file 
since then? That is the triparty contract. 

That would have been satisfactory so far as rates are concerned. 
It was only unsatisfactory in that you didn’t think it gave you title 
to the power you wanted 4 

Mr. Treapway. The tricontract proposal of the Secretary of the 
Interior ¢ 

Mr. Jonas. Yes. 

Mr. Treapway. That thick document there, almost an inch thick, 
that we filed with the committee, constitutes a statement of our objec- 
tions, both economic and legal, to that proposal of the Secretary. 

Mr. Cuuporr. I want to interrupt at this point, Mr. Jonas, while 
I have the thought. It just occurred to me that back in 1951 the 
Department of the Interior came before the Appropriations Com- 
mittees of Congress and asked for money to build transmission lines, 
and the Congress turned the Department of Interior down at that 
time. I think the record will show that. 

Mr. Treapway. I believe that this statement shows that, sir. 

Mr. Cuuporr. So we can’t blame it on the Department of the Inte- 
rior. They tried to get the money for the transmission, but the 
Congress turned them down, so it is the Congress that is at fault and 
not the Department. 

Mr. Jonas. Go ahead. 

Mr. Treapway. In reply to your question about the tricontract pro- 
posal, that document which we filed as appendix A to this statement 
is a compilation of the data which was presented to the Secretary 
to indicate in detail the objections to the tricontract proposal. 

Mr. Jonas. Of course, I haven’t read the proposal or the contract, 
and it is an inch thick, you say, and we can’t analyze it here, but I 
understood Mr. Pollock to say that it would have been satisfactory 
but for 2 requirements that were not met, and 1 of them was that 
you wanted title to pass to you. 

You wanted to buy the power yourself and take title to it at the 
bus bar, and in turn transfer that title to the company and then let 
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the company sell to Southeastern Power Administration firm energy 
and supply it to you; is that right ? 

Mr. Treapway. That’s correct. And the statement was made at 
that time that there were two bases on which the proposal was 
unacceptable. 

Mr. Jonas. That’s right. I thought there were just two. 

Mr. Treapway. That is title and economic. 

Mr. Jonas. That’s right. Now, the economic benefits you think 
you were not getting are all involved in No. 1, aren’t they, and so it is 
really just one objection. If No. 1 had been resolved, No. 2 would 
have been settled ? 

Mr. Treapway. No, sir; that is not true. 

Mr. Jonas. Well, if you got title to the power at the bus bar, and 
that is what you want, the hydropower, you feel that you will then 
have competition. You will own the power as it comes from the dam 
and you can use that for your economic betterment in the future; am 
I not correct ? 

Mr. Treapway. That is correct, sir. But you related that to the 
tricontract proposal, and title was not given to us under that contract. 

Mr. Jonas. I understand that, but I say your objection to the tri- 
party contract was that it did not give you title to the power at the 
bus bar. 

Mr. Treapway. And neither did it give us economic benefits. 

Mr. Jonas. That’s right. Now, if it had given you title to the 
power at the bus bar, the economic benefits would have flown from that 
fact, wouldn’t they ? 

Mr. Treapway. Then, of course, we would have been in a different 
arrangement than the tricontract proposal. 

Mr. Jonas. So really, when you get right down to it, the only point 
of difference between you and the only point that has been in difference 
all this time has been over whether you will actually get title to the 
power at the bus bar or whether the company will take the power at 
the bus bar, firm it up and deliver you energy; isn’t that right ? 

Mr. Treapway. May I answer the question this way, Congressman. 
If we get title to the power, whatever economic benefits accrue from 
that title will belong to us, and we can work it out. But so far we 
have not gotten the title, and therefore we have not gotten the economic 
benefits. 

Mr. Jonas. I understand that, but that is not what I asked you. 

I asked you if it isn’t true when you analyze your objections to the 
contracts and the different approaches that have been made and the 
contentions of the different parties, the principal thing and virtually 
the only thing that has stood between you and an acceptable contract 
to all parties has been the question of title to the power at the bus: bar? 

Mr. Treapway. That has been one of the two principles. 

Mr. Jonas. If that had been settled satisfactorily, the rest of the 
thing, do you think, could have been worked out, because they were 
minor in comparison with that, weren’t they ? 

Mr. Treapway. I would hesitate to compare them, sir. 

Mr. Jonas. Well, if you had been willing to accept energy to meet 
your full requirements and all of the energy that could be firmed up by 
your part of the peaking power available from this dam, you have been 
In position to get that all of the while, but the question of title is what 
kept you from it; isn’t that true? 
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Mr. Treapway. Title has kept us from the power; yes, sir. 

Mr. Jonas. In other words, the company has been offering for the 
last several years to furnish your full requirements with firmed- -up 
power from its own generating system if it takes over the power from 
the dam. 

Mr. Treapway. Its proposal was to buy the power from the dam and 
deliver a portion of that power to us. 

Mr. Jonas. The full portion that you are entitled to under the allot- 
ment; isn’t that true? 

Mr. Treapway. No; a specified proportion of the power which they 
purchased. They w ould purchase 122,000 kilowatts of dependable 
capacity and a portion of that capacity would be made available to us, 
not the full portion. 

Mr. Jonas. I am not meaning to argue it, I don’t know much about 
it. Iam just trying to get it clear in my own mind as to what the point 
of difference is between you, and, as I read these hearings before the 
Senate committee, and as I have listened to you testify, I got the im- 
pression that the only thing that stood between you and an ac ceptable 
contract was the question of title to the power. 

And you take the position that under section 5 of the Flood Control 
Act of 1944, the Government would violate that section if it transferred 
title of any part of this power to the company ? 

Mr. Treapway. That’s right. 

Mr. Jonas. For transmission to you? 

Mr. Treapway. That’s right. 

Mr. Jonas. Now, I call your attention to the fact that in the South- 
west contracts similar to that exist in five separate contracts where 
private companies receive the power from the bus bar, firm it up and 
deliver firming energy to the cooperatives, but would you say you 
would never accept a situation of that sort ? 

Mr. Treapway. I believe, sir, in that case you are talking about the 
Oklahoma contract ? 

Mr. Jonas. Well, there are some Texas contracts, Oklahoma con- 
tracts, and some Arkansas contracts. 

Mr. Treapway. I was under the impression that the cooperatives 
were customers of the Government, not of the power company to re- 
purchase that power, title having passed from the Government to the 
company, to the co-op, but it is the other way. Title passes directly 
to the cooperative from the Government, which has never been offered 
to us, 

Mr. Jonas. Well, of course, you don’t know how this new proposed 
contract—what it does with respect to title. If it gives you title at the 
dam, you feel if it gives you title to the power at the dam, you think 
you may be satisfied, but if it doesn’t give you title, it won’t be satis- 
factory ¢ 

Mr. Potiock. No, sir. There is just more consideration than just 
title to the power at the dam. There is a second part, which is the 
economic benefit. 

Now, the two are entwined, of course, and dependent upon one an- 
other, but there is no doubt we are entitled—they offered a 10-to-1 

ratio here, we say that we are entitled— to more than that because the oy 
are getting the ‘benefit of this peaking power from the Clark Hill 
project itself. 
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Therefore, the two things, first apparently from what has been re- 
leased here, what we read in the papers, they have agreed to wheel. 
That means that we can buy at the co-op’s load center, directly from 
the Government, but there is a secondary consideration that should 
be worked out in the contract, whether or not we are going to get 
any part of the economic benefits of this great project. 

Mr. Jonas. What do you mean by the economic benefits? 

Mr. Fascetxi. Will the gentleman yield at that point? 

Mr. Jonas. Yes. 

Mr. Fascett. Do you mean that when you transfer this power, 
which you proposed to buy, to the power company at no increase in 
price, the economic benefit you are talking about is the spread on the 
profit that would be made in the price that would come to you for the 
power that you take over—the remainder of the power ? 

Mr. Potxock. That’s right, but that is not our proposal, 

Mr. Fascetu. I understand that is the economic justification you are 
talking about. In other words, the economic justification is the price 
to you from the power company of the balance of the power that they 
sell to you from the total amount that you interchange to them at the 
same price that you bought it from the Government ¢ 

Mr. Pottock. That’s right. 

Mr. Jonas. Where have you been getting your power in recent 
years ¢ 

Mr. Pottock. We buy directly from the power company. 

Mr. Jonas. You mean you get your requirements from the Georgia 
Power Co.? 

Mr. Potiock. The cooperatives, that’s right, they buy from the 
power company. 

Mr. Jonas. What is the average kilowatt-hour price ? 

Mr. Potiock. 6.7 mills. 

Mr. Jonas. That is your wholesale rate ? 

Mr. Potiock. That’s right. 

Mr. Jonas. What do you charge your customers ? 

Mr. Potiock. Well, it varies. Different cooperatives have different 
rate schedules. They are almost as different as each cooperative is dif- 
ferent. 

Mr. Jonas. How isthat? Isn’t that controlled ? 

Mr. Potiock. No, sir. 

We are not under the supervision of the Georgia Public Service 
Commission in the State, but the rates have to be approved by REA, 
and, of course, each cooperative, as they fix the rate, has to have the 
approval of REA, but we are not under the regulation of the Georgia 
Public Service Commission. 

Mr. Jonas. Have your full requirements been met? You are not 
complaining about a shortage of power ¢ 

Mr. Potiock. No, sir. 

Mr. Jonas. How much do you think the wholesale rate would go 
down if you received this ? 

Mr. Potiock. We made a proposal of 6 mills. We thought we were 
pretty liberal. We wanted 5.75. 

Mr. Jonas. It would only come down seven-tenths of 1 mill? 

Mr. Potxock. Right. 

Mr. Jonas. I believe that is all. Oh, one other question I did want 
to ask you. 
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I thought I understood you to say that you understand the Flood 
Control Act of 1944 to require the Secretar y of the Interior not only 
to make this power available to preference customers but to transmit 
it to them. 

Mr. Potxiock. To get it to them. 

Mr. Jonas. Now, would you read me the section of the act that pro- 
vides that? I never have been able to get anybody to point that out 
to me. 

Mr. Potiock. Of course, the act itself, the wording is the same. 
The interpretation may be different. Probably your interpretation of 
that would be completely different from ours. 

Mr. Jonas. The only reference in the section to the transmitting of 
power is that the Secretary of the Interior is authorized from funds 
to be appropriated by the Congress to construct or acquire. 

Now, if he doesn’t have any funds appropriated by Congress, how 

can the Secretary of the Interior acquire power from any outside source 
and resell it to you to construct transmission lines 

fr. Potnock. Let me read this to you, Mr. Jonas, and see what you 
think about it: 

Electric power and energy generated at reservoir projects under the control of 
the Department of the Army and the opinion of the Secretary of the Army not 
required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles. 

“Transmit” is in there. 

Mr. Jonas. But how is he going to transmit? The very next sen- 
tence says that he is authorized to use funds. He doesn’t have any 
funds of his own. He can only transmit or provide transmission facil- 
ities if Congress makes the money available. 

Mr. Potiock. That’s right. 

Mr. Jonas. Isn’t your principal complaint misdirected against the 
Secretary of the Interior, and if anybody is to blame, isn’t it Con- 
gress? 

Mr. Potrock. No, sir; I don’t think so. 

Mr. Jonas. We never have authorized any money, put up any 
money to build transmissions. 

Mr. Potxock. I think we have got 2 complaints, 1 against the De- 
partment of the Interior and 1 against the Georgia Power Co. atti- 
tudes in failing to apply the principles here that are directed under 
this Flood Control Act. 

Mr. Jonas. That brings me to this. The Georgia Power Co. asked 
to be permitted to be heard here today, and was denied that privilege, 
and the inference was that the Georgia Power Co. was not under 
investigation, was not on trial, but certainly you have put them on 
trial here today. 

Mr. Potiock. No, sir; I haven’t, Mr. Jonas, except that I have said 
that the whole matter, I think, can only be judged in relation to the 
attitudes of the different people who are involved, that is the only 
thing. 

If that is it, then of course I can’t change it. 

Mr. Jonas. May I say I have no interest in the Georgia Power Co. 
I have never met a man that even worked for it or has anything to do 
with it, as far as I know. 
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Mr. Poriock. I understand, and the same goes for me. I know 
them, but I only know them when I see them. 

Mr. Jonas. I am not carrying any torch for them. 

Mr. Potxock. Yes, we understand. 

Now, Mr. Chairman, we have Mr. Ellis Arnall here, who is our 
special counsel. He would like to say just a word at this time. 

Mr. Cuuporr. I don’t like to refuse to hear anybody, and I cer- 
tainly wouldn’t want to turn down the governor, but I want to say 
this to you: that we have a plane schedule to meet, and we are advised 
that the traffic out of Atlanta is pretty heavy because of the Labor 
Day weekend, and we have to have one of our committee members in 
Sacramento, Calif., at noon tomorrow, and he couldn’t afford to miss 
his plane, so if Governor Arnall will be just as brief as possible, we 
will be very happy to hear from him. 


STATEMENT OF ELLIS ARNALL, SPECIAL COUNSEL, GEORGIA 
ELECTRIC MEMBERSHIP CORP. 


Mr. Arnatn. Mr. Chairman, let me say this: I think the real issue 
here is whether or not the Flood Control Act of 1944 can be invalli- 
dated and the purpose of the preference clause defeated simply by 
reason of the attitude of public utilities and/or the Secretary of the 
Interior and/or failure to grant an appropriation. 

Mr. Jonas. Can I ask you a question at that point, Governor. 

You speak of title to the power being not vested in the cooperatives. 

As a matter of fact, under section 5 of the Flood Control Act of 
1944, as long as the preference customers make application for the 
power, then title is already vested in them. The only thing that is 
required then is to determine the price and the manner of payment 
by the recipient of the power. 

Mr. Arnaty. Mr. Jonas, you are correct, eminently correct. Ac- 
tually, the Georgia Electric Membership Corporation and our con- 
stituent units have asked for the power under the same terms and con- 
ditions as the Georgia Power Co. It is that simple. We say we want 
it, they say they want it. 

Now, we want the Secretary to act, and let me say this: I do not 
here in this brief moment desire to get into a controversy about who 
is responsible and who isn’t responsible, but I do say this: 

Irrespective of what position anyone may take, there is a duty on 
ag public official to discharge the responsibilities imposed upon him 
vy law. 

Now, if he in his judgment and official wisdom determines to accept 
the Georgia Power Co. proposal, then by all means let him doit. That 
is the only way we can get into court to test whether or not he has 
carried out the law. 

But if, on the other hand, he desires to accept our construction and 
our proposal, then let him doso. But I do say, and this is the ground 
of my complaint, if I have it—time is running out; the Government 
islosing money. The people of Georgia are losing the right to power, 
the cooperatives are losing the right to power which the Congress gave 
them, we think. 

Now, we say, Mr. Secretary, please do us the kindness, the great 
favor—we hope it isn’t asking too much after this long period of 
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time, these weighty decisions that you have to consider, to sign some- 
think, do something, tell us, send us a document. Don’t treat us at 
arm’s length to read the newspapers. Goon and act. 

We say our position is right. We believe it sincerely. If it is 
wrong, let the Secretary act contrarywise. We always have redress 
to the courts. 

But I say that this committee serves a worthwhile purpose in letting 
official Washington—and I say that whether the Democrats are in 
power or the Republicans—know that public officials must discharge 
the responsibilities imposed upon them by law, and they should do it 
expeditiously. 

Certainly, in this case the record is resplendent with evidence that 
someone has been asleep at the switch. We have done all we can 
do. I would hate to have to have our group mandamus the Secretary. 
I hope that won’t be necessary. 

I think that this committee is going to be very helpful to get action. 
If the action is legal, we are going “to accept it, if we get title and 
our fair share of economic benefits. If we consider it illegal, we are 
going to the courts, as far as my recommendation is concerned. 

If, on the other hand, the action is one that in good conscience, in 
our judgment, is violative of the law and denies us the right to eco- 
nomic benefits or, Mr. Jonas, if we have got to buy title from the 
Department at the sacrifice of our economic benefits, we are not going 
to do that. 

We say we are going to try to get the treatment which the law 
should give us. We want the Secretary to act. We are not mad 
with Mr. Branch. He has a duty to protect his company if he thinks 
we are inimical to its interest, but we have a duty to fight for what 
we believe our legal rights are. 

We are not going to let those rights be dissipated. We will continue 
to fight, using every forum at our disposal. 

Thank you, Mr. Chairman and gentlemen of the committee. 

Mr. Cuvuporr. Thank you, Mr. Governor. 

Mr. Fasceti. Governor, doesn’t the testimony that you have heard 
today indicate the possibility that this committee should study the 
probability of recommending to the Congress an amendment to the 
law, to eliminate these stalemates in the future? 

Mr. Arna.. I hesitate, Mr. Congressman, to make this response 
because, very frankly, I am not interested at this hearing in fighting 
political wars. But my limited experience as Governor ‘of the State 
was this: 

That no matter how you write the Jaw, the law is not enough. Any 
public official charged with responsibility to administer a law, i in my 
Judgment, must be in sympathy with that law or else it will not be 
administered, and I don’t believe you in all your wisdom, or this 
committee in its wisdom, could write a law that would cure the prob- 
Jem we have encountered here. 

There is only one answer: Honest, fair, constructive, sympathetic 
administration of the law. That is my belief. 

Mr. Cuuporr. Thank you, Governor. 

I just wanted to make a very short closing statement. 

I want to say that it appears to me and the subcommittee that the 
hearings held here and in Springfield, Mo., show a definite pat- 
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tern on the part of the Department of the Interior to either close their 
eyes or violate section 5 of the Flood Control Act of 1944 as applied 
to the preference customers that are entitled to power under that 
section. 

We are not going to stop here. Next week, on Wednesday, we will 
be in Denver, Colo. and Frid: ay in Idaho, Falls, Idaho. From there 
we are going to San Francisco. It does not appear to be sectional, 
it does not appear to be that the Southwest is suffering more than 
the Southeast and the other sections of the country. It appears that 
everybody has the same particular complaint against the Interior 
Department. 

I want to say to you that the committee is in sympathy with the 
fight of the rural electric cooperatives to exercise their lawful right 
to buy power. This power has been available for years. The failure 
of the Department of the Interior to market it to the cooperatives 
has already resulted in a loss to the Government of millions of dollars. 

We do not think the cooperatives have been treated fairly in this 
matter by either the present Secretary of the Interior or the power 
and light companies involved. We ‘commend the cooperatives on 
their persistence in fighting for what is rightfully theirs, and we 
hope present negotiations will result in a fair settlement of this lone- 
standing problem. Otherwise we believe that the Congress of the 
United States will take action to assure a means of bringing this 
power to the cooperatives. 

I just want to thank the witnesses who have come great distances, 
from Alabama and Virginia, North Carolina, and Geor gia, to appear 
before this committee. It has been a pleasure to hear you. You have 
been forthright in your statements; they have been well documented 
and easy to understand. 

I do not know too much about the power situation, and I have been 
able to understand every word that you have told us today. 

I want to also thank the city of Atlanta for their hospitality. You 
have been very nice to us. 

I also would like to thank the General Services Administration for 
allowing us to use this very fine room and offering its facilities to 
us, and I want to say to you, as a Yankee from Philadelphia, that 
I personally was amazed at the development of the South. 

Back home where I live, when we talk about the South we think 
about communties that raise cotton and tobacco, and I can see the 
great development in this great section of the country. I like the 
friendliness of everyone and their willingness to fight for the things 
that they believe they are guaranteed by the Constitution of the 
United States and the laws of the land. 

It has been wonderful, and I think that your development, your 
industrial development especially, has been due to the public-power 
program, and if you get the power, you will go forward to a greater 
development, a better standard of living and a better place for the 
people to live in. 

(Whereupon, at 4:35 p. m., the subcommittee adjourned; to recon- 
vene on Wednesday, September 7, 1955, in Denver, Colo.) 

(The following material was submitted for use of the subcom- 
mittee :) 
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APPENDIX B 
CHAPMAN’S LETTER TO GEORGIA POWER Co. 


JANUARY 2, 1953. 

My Dear Mr. McManus: This is in response to your letter of November 26, 1952 
in which you ask “whether or not the Interior Department is going to continue 
to insist that preference customers (both existing and future) be customers of 
the Government.” 

My answer to the question is that publi¢ bodies and cooperatives purchasing 
Government power are the Government’s customers. If they purchase power 
from the Georgia Power Co., then they are the company’s customers. The choice 
lies with these purchasers. We cannot contract away their right to deal either 
with the Government or with the company. 

The Department of the Interior must, of course, continue to insist upon com- 
plianee with the provisions of section 5 of the Flood Control Act of 1944. Any 
contract that diminished the rights of preference customers and of power con- 
sumers generally under that act would be of highly doubtful validity. Even if 
no question of its legality were involved, such a contract would directly conflict 
with policies repeatedly declared by Congress which are binding upon this 
Department. 

Section 5 of the Flood Control Act of 1944 designates the Secretary of the 
Interior as the agent of the United States to dispose of all power and energy 
generated at Army projects, except such insignificant amounts as are necessary 
for the operation of the projects themselves. This law provides standards for 
the disposition of power, including the requirements that the power shall be 
disposed of in such a manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business prin- 
ciples; also that, in the sale of power, preference shall be given to public bodies 
and cooperatives. The law makes no distinction between existing and future 
public bodies and cooperatives. 

You have proposed a contract wherein you suggest that all the power from the 
Clark Hill project, which may be made available in your service area, should 
be sold to the Georgia Power Co. at the bus bar. You propose to give the Govern- 
ment the right to designate certain preference customers to be recipients of blocks 
of power, to the extent of one-half of the capacity sold to you (i. e., one-half of 
140,000 kilowatts), to be delivered to them by the company as its customers. The 
rates you would charge these customers for such blocks of power would be the 
cost of the power to you at the bus bar plus a percentage maikup. Should the 
power requirements of these preference customers be in excess of the amounts 
designated to be delivered to them, then they may purchase additional blocks of 
power from your company at your established rates. Your proposed contract, as 
well as the contracts between you and the preference customers, would be sub- 
ject to approval by the Public Service Commission of the State of Georgia. 

Permit me to point out why your proposed contract is not compatible with 
the provision of law stated above. 

1. Section 5 of the Flood Control Act of 1944 contemplates that the sales of 
power shall be made by the Secretary to the various customers directly, giving 
preference to public bodies and cooperatives. When section 5 was debated be- 
fore the Senate, Senator Bailey, of North Carolina, introduced an amendment 
which would require the Secretary of the Interior to dispose of the power at 
the bus bar. This would have meant to dispose of the power to such customers 
as would be in a position to construct transmission facilities to the various 
projects. As a practical matter, it would have meant to sell substantially all 
of the power to the private-power companies. This amendment was defeated, 
and section 5 was enacted, contemplating direct sales to the various customers 
by the transmission of power from the projects to such customers, either through 
existing facilities, or through the acquisition or construction of transmission 
lines and related facilities. Subsequently, various bills were introduced which 
would have had the same effect as the Bailey amendment, but none of them was 
enacted into law. 

2. The provision to give preference in the sale of power to public bodies and 
cooperatives contemplates that there shall be a seller—the Secretary of the 
Interior, a buyer—the preference customer, and a consideration flowing from 
the buyer to the seller. Your contract would in effect mean that the Georgia 
Power Co. should be preferred to all other customers to the extent of 140,000 
kilowatts or one-half of the total capacity of the project, the consideration being 
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that you would give a preference or an economic advantage to the public bodies 
and cooperatives. 

3. To give a preference in the sale of power to public bodies and cooperatives 
on a business-like basis means, of course, that the power from the project would 
be sold in such quantities and upon such terms and conditions that we would 
meet the requirements of the customers, not only as of the time of the sale, but 
also to meet their growing needs. Under your proposal, once the blocks of power 
for the various public bodies and cooperatives are determined, there would be no 
way of supplying the growing needs of these customers. They would have tv 
depend upon purchasing power from you at your established rates. 

4. As in the case of all contracts entered into by public utilities for the sale 
of power, the contract and the rates are subject to approval by the Public Service 
Commission of the State of Georgia. While the Federal Government is not 
bound by the regulations of the State commission, nevertheless, the Georgia 
Power Co. would be subject to such regulation. This means that the commis- 
sion may make performance of such contract by the Georgia Power Co. impos- 
sible, and the United States would then find itself with large blocks of power on 
its hands, but without ability to transmit and dispose of the same to the prefer- 
ence customers. 

5. It cannot be too strongly emphasized that the Secretary of the Interior, not 
the Georgia Power Co., is charged with the responsibility of giving preference 
in the sale of power to public bodies and cooperatives. He cannot delegate this 
function to a private-power company. 

6. In order to effectuate the principles embodied in section 5 of the Flood 
Control Act of 1944 and in analogous provisions of other statutes under which 
we operate, I have promulgated a set of standards or requirements for entering 
into contracts with private power companies for the wheeling of Government 
power over their transmission lines. 

(a) The first requirement is that the policies embodied in the law must be 
followed. As I have shown above, the contract proposed by you would be in 
derogation of the policies embodied in the law. 

(b) The second requirement is that transmission facilities which interconnect 
the Government’s source of supply with each other and with load centers should 
generally be owned and controlled by the Government. There is no compelling 
reason why the sale of power in Georgia should constitute an exception to the 
general rule. By your contract you merely urge that the Government should 
sell the power at the bus bar and should be blocked from disposition of power 
at points other than the project itself. 

(c) The third requirement is that the power programs of the Department 
should be developed consistently with the law and with the view toward utiliz- 
ing existing nonfederally owned transmission capacity under arrangements 
satisfactory to the Government. Under your contract, the Government would 
not be utilizing the transmission capacity of the Georgia Power Co. That 
transmission capacity would be utilized by the company itself to serve its own 
customers. 

(d) The fourth requirement lists a number of standards which must be com- 
plied with to assure satisfactory arrangements for the use of existing non- 
federally owned transmission capacity. These are as follows: 

(i) There must be an assurance to the Government’s customers of the same 
opportunity to develop and serve increased loads, and the same right to con- 
tract, directly with the Government as they would have if the Government 
built its own faeilities. Under your proposed contract these assurances would 
be lacking, since your company would control the source of supply. 

(ii) The arrangements must safeguard fully the rights of preference custom- 
ers. By entering into the contract proposed by you, we would not be in a 
position to safeguard their rights. On the contrary, there would be a discrimi- 
nation hetween existing and future preference customers, as also discrimination 
as between existing customers on the basis of their growth in load. 

(iii) The arrangements must avoid monopolization of power which would 
result from the sale thereof at the bus bar or otherwise. Your contract con- 
templates the sale of Clark Hill power at the bus bar. 

(iv) Any contract for the wheeling of Government power should contemplate 
methods of supplying power to the Government’s customers equally or more 
advantageous, as compared with the condition which would obtain if the Gov- 
ernment constructed separate transmission facilities. Obviously, your contract 
would not provide methods of supplying power which would be equally or more 
advantageous to the preference customers. 
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(v) Reasonable compensation should be paid for the use of transmission fa- 
cilities of others, but in no event greater than the cost to the Government of 
its own transmission capacity. The wheeling costs (the percentage markup 
plus the other advantages which the Georgia Power Co. would derive from such 
a contract, but which are not spelled out therein) may far exceed either of these 
standards. 

(vi) Wheeling contracts should provide, wherever practicable, for the ex- 
change of power upon reasonable terms for the firming up of the power supply 
of both the Government and the utility, for economical operation, and for 
emergency breakdown relief. Under the proposed contract, there would be no 
room for cooperation to the mutual advantage of both the company and the 
Government in this regard. 

(vii) Finally, any contract for the wheeling of power entered into should 
provide for cancellation of arrangements upon reasonable terms. In essence, 
your proposed contract does not make such provision, because under the arrange- 
ment proposed, the Government must remain bound to the Georgia Power Co., 
else be without customers in the area. 

In view of the above, I hope you will realize that the Department cannot, 
consistently with its obligations under section 5 of the Flood Control Act of 
1944, enter into any contract like the one you have proposed. 

Sincerely yours, 
(Signed) Oscar L, CHAPMAN, 
Secretary of the Interior. 


APPENDIX C 
(Revised draft of September 11, 1951) 


CoNnTRACTt EXECUTED BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN PowER ADMINISTRATOR 
AND GEORGIA POWER COMPANY 


THIS CONTRACT, executed ______________ , by and between the UnttTep STATES 
oF AMERICA (hereinafter called “the Government”), Department of the Interior, 
acting by and through the Southeastern Power Administrator (hereinafter called 
“the Administrator”), and Groracra PowreR CoMPANY, a corporation organized 
and existing under the laws of the State of Georgia (hereinafter called “the 
Company”). 

WITNESSETH : 

That whereas the Secretary of the Interior is authorized by Section 5 of the 
Flood Control Act of 1944 (16 U. S. C. 1946 ed., see. 825s) to transmit and 
dispose of electric power generated at reservoir projects under the control of 
the Department of the Army not required in the operation of such projects, and the 
Secretary of the Interior has by Departmental Order No. 2558, dated March 
21, 1950 (15 F. R. 190) delegated to the Administrator his authority under said 
Section 5 with respect to projects then or thereafter constructed in the State 
of Georgia, and 

Whereas the Company is a privately owned public utility engaged in the 
business of selling electric power to the general public and owns and operates 
generating plants aud transmission and distribution systems in the State of 
Georgia; and 

Whereas the Department of the Army is now constructing in and adjacent 
to the territory served by the Company a certain Federal multiple-purpose reser- 
voir project for flood control, stream regulation, navigation, and power, located 
on the Savannah River approximately 18 miles north of Augusta, Georgia, known 
as the “Clark Hill Reservoir Project” (referred to herein as “the Project”) ; and 

Whereas under the provisions of Section 5 of the Flood Control Act of 1944 
aforesaid, it is provided that the Secretary of the Interior, in disposing of avail- 
able power from such a project, should do so according to the following 
provisions: 

1. Preference in the sale of such power, “shall be given to public bodies and 
cooperatives.” 

2. The power shall be sold on, “fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, cooperatives, and 
privately owned companies.” 
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8. Disposition of the power shall be made, “in such manner as to encourage 
the most widespread use thereof at the lowest possible rates to consumers 
consistent with sound business principles.” 

4. The rate schedules at which the power is to be disposed of by the Goy- 
ernment shall be confirmed and approved by the Federal Power Commission. 

5. “Rate schedules shall be drawn having regard to the recovery * * * of the 
cost of producing and transmitting such electric energy, including the amortiza- 
tion of the capital investment allocated to power over a reasonable period of 
years.” 

6. The Secretary of the Interior is authorized to construct or acquire, “from 
funds to be appropriated by the Congress * * * only such transmission lines 
and related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities ;” and 

Whereas it is recognized by the parties hereto that substantial benefits can 
result from the integration of said Federal Reservoir Project with the existing 
interconnected power system of the Company, such benefits including but not 
being limited to the following: 

(a) A material increase in the amount of firm power marketable from said 
Project as a result of supplementing the Project’s generation with generation 
from the Company’s steam generating capacities. 

(b) A substantial existing market in the large area served by the Company 
for surplus secondary and seasonal energy generated at this Project is afforded 
by the Company’s interconnected power system. 

(c) A substantial existing market in this area for surplus “peaking” capacity 
is afforded by the Company's system; and 

Whereas, the Company can, and is willing through integration to so utilize 
its firming capabilities and markets for surplus “peaking” capacity and surplus 
energy; and 

Whereas, the parties hereto have agreed upon a plan which is embodied in 
this contract, whereby each and all of the aforesaid provisions may be fully 
complied with so that (a) public bodies and cooperatives may not only obtain 
the benefit of such available power at whatever price advantage may be offered 
under said Act, but in addition, such public bodies and cooperatives may obtain 
any additional power required from the Company; (b) any power not used 
ly said Preference Customers will be used to serve other customers of the Com- 
pany thereby providing for the sale of the entire available output of the Project ; 
nud (¢c) there will be a widespread use of such available power by public bodies, 
cooperatives and others at the lowest possible rates consistent with sound busi- 
ness principles; and 

Whereas the Administrator agrees to advise the Company in writing of his 
designation of any Preference Customer who is to receive benefits under this 
Contract, together with the amount of Project power assigned to such customer, 
and the Company in turn agrees that it will enter into individual contracts with 
such designated Preference Customers under which they will be entitled to the 
bencfits provided for them by this Contract; and 

Whereas, the parties hereto desire to sell and purchase such available power 
on the terms and conditions hereinafter set forth: 

Now, therefore, in consideration of the premises and of the mutual terms and 
obligations hereinafter set forth, the Administrator and the Company agree as 
follows: 

SCOPE OF CONTRACT 


1. This contract shall apply to electric power delivered to the Secretary of the 
Interior from the Project and in turn sold and delivered by him to the Company 
under this contract, it being the intent of the parties to provide herein the 
basis of a comprehensive and long-range plan to make effective the purposes of 
the Congress as expressed in Section 5 of the Flood Control Act of 1944 as to 
such project. 


ELECTRIC POWER TO BE FURNISHED BY THE GOVERNMENT TO THE COMPANY 


2. When the Project becomes operative the Government will sell and deliver, 
and the Company will purchase and receive, at the points of delivery hereinafter 
described, fifty percent (50%) of all electric capacity and energy available from 
the Project, except as hereinafter provided; and provided further that the Gov- 
ernment may withdraw such capacity and energy at a monthly load factor not 
greater than thirty-five percent (35%), in amounts not exceeding 10,000 kilowatts 
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in any one calendar year only on six months written notice, and in greater 
amounts only on three years written notice, to the Company in advance of the 
date upon which such withdrawal is to become effective. 


FIRM MARKETABLE POWER 


3. (a) Firm power available from the completed Project that is to be assigned 
and delivered to the Company is equal to 70,000 kilowatts at approximately 
thirty-five percent (35%) load factor. This firm power as increased by energy 
from the Company’s interconnected system is hereby agreed by the parties hereto 
to be 70,000 kilowatts at fifty percent (50%) load factor and is herein referred 
to as Firm Marketable Power. Such Firm Marketable Power less energy losses 
shall be the amount of power available for Preference Customers. 

(b) As the Project becomes operative, the Firm Marketable Power shall be 
determined as 30,000 kilowatts per generating unit available for operation and 
assigned to the Company until capacity equivalent to three such generating units 
have been so assigned, after which the Firm Marketable Power shall be 70,000 
kilowatts for the remainder of the contract except for power reserved or with- 
drawn by the Government as provided under Section 6. 


RATES AND CHARGES 


4. (a) Firm Marketable Power.—The Company shall pay the Government at 
the rate of eighty cents ($0.80) per kilowatt per month for 70,000 kilowatts, or 
such portion thereof as is made available to the Company in accordance with the 
provisions of paragraph (b) of Article 3, and the Company shall pay the Govern- 
ment 3.00 mills per kilowatt-hour for all energy received from the Project up to 
a maximum equivalent to fifty percent (50%) load factor during any month. 

(b) Interim Power.—In event the Government elects to commit and deliver 
more than fifty percent (50%) of the firm electric capacity and energy available 
from the Project to the Company on a temporary basis, the Company agrees to 
accept and pay for such increased deliveries by increasing proportionately the 
quantities of capacity and energy specified under paragraph (a) and (d) of this 
Article 4; provided, however, that such temporary capacity and energy may be 
withdrawn by the Government in amounts not exceeding 10,000 kilowatts in any 
one calendar year only on six months’ written notice, and in greater amounts 
only on three years’ written notice, to the Company in advance of the date upon 
which such withdrawal is to become effective. 

(c) Peaking Capacity—The Government agrees to commit and provide addi- 
tional capacity for use by the Company as such capacity becomes available 
at the Project and the Company agrees to purchase and pay for such capacity 
at the rate of fifty cents ($0.50) per kilowatt month; provided, however, that 
such additional capacity to be purchased by the Company shall not exceed sixty 
percent (60%) of the capacity made available to it under paragraph (a) and 
.\b) of this Article 4. The Government agrees to make additional capacity avail- 
able for the generation of secondary energy to the extent such capacity is avail 
able at the Project from time to time at two cents ($0.02) per kilowatt day. 

(d) Secondary Energy.—The Company agrees to pay for energy received from 
the Project in excess of that provided for under paragraphs (a) and (b) of 
this Article 4+ at the rate of 3.00 mills per kilowatt-hour for the first ten (10) 
million kilowatt hours per month, at the rate of two (2.0) mills per kilowatt- 
hour for the next ten (10) million kilowatt hours per month and at the rate of 
one (1.0) mill per kilowatt-hour for all other energy received ; provided, however, 
that the receipt of more than twenty (20) million kilowatt hours per month of 
secondary energy shall be at the option of the Company. 

(e) A charge per hour per generating unit adequate to compensate the Gov- 
ernment for the energy used in operating the generators as condensers as pro- 
vided in Article 15. Such charge shall be determined by mutual agreement 
from operating tests made after the units have been installed or from factory test 
data. 

DISPOSITION OF FIRM MARKETABLE POWER 


5. (a) The Company agrees to sell and deliver within its service area to the 
Preference Customers designated by the Administrator who have contracted with 
the Government and the Company, an amount of power equal to the Firm Mar- 
ketable Power, as defined under Article 3, less an allowance for transformation 
and transmission losses. After deducting ten per cent (10%) for energy and 
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after losses in capacity by the diversity between the thirty (30) minute inte- 
grated demands of the Preference Customers served under this contract, the 
Firm Marketable Power available for delivery to Preference Customers is agreed 
to be equal to a total of 70,000 kilowatts of undiversified thirty (380) minute inte- 
grated demand of the customers at a maximum monthly load factor of forty- 
five percent (45%). 

(b) Preference Customers shall be defined in Section 5 of the Flood Control 

Act of 1944, subject, however, to the following limitations as to delivery of power: 

To be entitled to receive electric power at any delivery point under this 
contract, a Preference Customer other than a Municipality of a Cooperative 
must have a demand of not less than 500 KW at that delivery point while 
a Municipality or Cooperative must have a demand at such delivery point 
of not less than 100 KW; except that where in order to provide a delivery 
point for a Municipality or Cooperative, the construction of transmission 
lines of any substantial length is required, the Company shall not be obli- 
gated to construct such lines at its expense where the demand of such 
customers is less than 200 KW. 

(c) The Administrator shall advise the Company in writing of his designation 
of any Preference Customer under this contract and of the maximum amount of 
power, in kilowatts of capacity and the load factor assigned to such customer. 
Until receipt of such written notice, the Company shall be under no obligation 
to treat any customer as a Preference Customer under this contract. The arith- 
metical sum of all such assignments to Preference Customers by the Adminis- 
trator shall not exceed the amount of capacity and energy available for sale 
to Preference Customers as provided in paragraph (a) of this Article 5. 

(d) All preference Customers designated by the Administrator will execute 
a special contract with the Company. Each such special contract between the 
Preference Customer and the Company shall run concurrently with the contract 
between the Administrator and said Preference Customer, but in any event, 
for a period of not less than five (5) years. 

(e) The rate to be charged Preference Customers by the Company for Firm 
Marketable Power shall be eighty-four cents ($0.84) per kilowatt per month plus 
3.50 mills per kilowatt-hour. 

(f) Should the power requirements of any Preference Customer in any month 
exceed the amount of power assigned to that Customer by the Administrator, the 
Company will supply such excess at a price per kilowatt-hour which the Com- 
pany’s regular applicable rate for the service, applied to such Customer’s total 
capacity and energy use in that month, would have earned. 


RESERVATION OR WITHDRAWAL OF POWER BY GOVERNMENT 


6. (a) Subject to the Provisions of Article 2 hereof, the Government shall 
have the right to reserve or withdraw electric capacity and energy generated 
at the Project to supply service over its own facilities to any Preference Customer, 
or Customers, within the service area of the Company when requested to do so 
by such Customer, or Customers. . 

(b) In event the Government reserves or withdraws firm capacity and energy 
exclusive of interim power in accordance with the provisions of paragraph (a) 
of this Article 6, the kilowatts of Firm Marketable Power specified in Article 3, 
4 and 5 hereof shall be reduced by the kilowatts of capacity reserved or with- 
drawn. 


DEFICIENCY OF PROJECT ENERGY AS RESULT OF SCHEDULING BY COMPANY 


7. (a) When as a result of scheduling by the Company as provided under 
Article 9, Project generation is insufficient to supply capacity and energy reserved 
or withdrawn by the Government in accordance with the provisions of Article 6 
or the Company’s pro-rata share of energy required in the operation of the Project 
such deficiency shall be supplied from Company sources. 

(b) Energy supplied to the Government in accordance with the provisions 
of paragraph (a) of this Article 7 shall be deducted from energy delivered to 
the Company by the Government and the remainder shall be used in determining 
the monthly billing to the Company hereunder. In event there is a net delivery 
of energy to the Government by the Company during any month, the Government 
shall pay the Company for such energy at the rate of 3.00 mills per kilowatt-hour. 
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SALE OF FIRMING ENERGY TO GOVERN MENT 


8. The Company agrees to supply to the Government from Company sources 
energy to supplement capacity and energy reserved or withdrawn by the Gov- 
ernment under the provisions of Article 6 so as to increase the load factor of 
the reserved or withdrawn capacity from thirty-five percent (35%) to fifty 
percent (50%) and agrees to supply energy when, as, and if available from its 
generating plants or purchase sources to supplement Project generation assigned 
for ultimate use outside the Company’s service area. Energy supplied by the 
Sompany shall be paid for at the incremental cost to the Company of generating 
or purchasing such energy plus fifteen percent (15%) for transmission and 
transformation losses plus one (1.00) mill per kilowatt-hour. 


PROVISIONS FOR SERVICE 


9. (a) Subject to such regulations as to the maximum and minimum release of 
water from the project reservoir for flood control and stream regulation as ma) 
be established from time to time by the Corps of Engineers, Department of the 
Army, and subject to the provisions of Articles 15 and 18, the Government will 
operate the project in such manner as to generate that portion of the Project 
output assigned to the Company’s service area (including a pro-rata part of the 
energy required in the operation of the Project) at such time and in such quan- 
tities as may be scheduled by the Company and which are within the capability 
of the Project to produce; and will deliver such energy (less the aforesaid pro- 
rata part of the energy required in the operation of the Project, and less any 
energy which may be delivered over Government facilities directly to a Prefer- 
ence Customer located within the Company’s service area) to the Company at 
the voltage of the Company’s high tension lines where connected in the Proj- 
ect’s switchyard. 

(b) The Company will schedule the operations of the Project, as provided 
above, in such way as to make the most effective use of the available equipment 
and reservoir storage capacity, such use to be governed by the following con- 
siderations : 

(1) Obtaining maximum generation at the Project during periods when 
natural stream flows are low. 

(2) Providing maximum benefits to downstream plants. 

(3) Obtaining maximum energy generation at the Project during peak 
periods. 

(4) Obtaining maximum total generation at the Projects. 

(ec) To the extent of the generating capacity which the Government deter- 
mines to be available to the Company, the Company shall schedule the genera- 
tion of energy to utilize all of the Company’s share of water which the Corps 
of Engineers requires to be released from the reservoir. In the event water is 
wasted at the Project due to departure by the Company from current operating 
schedules, which departure is not attributable to an uncontrolled force as de- 
fined in Article 18, a regulation established by the Corps of Engineers, Depart- 
ment of the Army, referred to above, or to action of the Government permitted 
by Article 15, the Company shall pay the Government for the Electrical energy 
equivalent of the Company’s share of water so wasted at a rate mutually deter- 
mined to be appropriate. 

(d) Electric power supplied hereunder by either party hereto will be three- 
phase alternating current at a nominal frequency of sixty cycles per second. 


PEAK PERIOD 


10, (a) Under this contract, the peak period shall be the 100 hours of each 
seven-day week designated by the Company. All other time shall be the off- 
peak period. Energy delivered during any peak period shall be known as 
“peak energy”. Energy delivered during any off-peak period shall be known as 
“off-peak energy”. 

(b) The Company hereby designates the hours between 7:00 A. M. and 
12:00 P. M., Eastern Standard Time, during the five days, Monday through 
Friday inclusive, and from 7:00 A. M. to 10:00 P. M., Eastern Standard Time, 
on Saturday, as being the peak period for initial operation under this contract. 
The Company shall have the right to change the peak period hours from time 
to time at intervals of not less than six months by giving the Government ten 
(10) days’ prior written notice of such change. 
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MEASUREMENT OF ELECTRIC POWER 


11. The electric power delivered hereunder to the Company and to the Govern- 
ment will be measured by metering equipment to be furnished, installed, and 
maintained by the Government. The Company may, if it so desire, install check 
meters. All meters shall be sealed and seals shall be broken only upon occasions 
when the meters are to be inspected, tested, or adjusted and representatives of the 
parties shall be afforded reasonable opportunity to be present on such occasions. 
The Government meters shall be tested at reasonable intervals upon request by 
the Company and at least once each year. Any metering equipment found to be 
defective or inaccurate shall be repaired and readjusted or replaced. If any of 
the meter tests provided for in this Article disclose that the error of any meter 
or meters exceeds two percent (2%), correction, based upon the inaccuracy found, 
shall be made of the records of electric service since the beginning of the billing 
month immediately preceding the billing month during which the tests were made, 
except that no correction will be made for a longer period than such inaccuracy 
may be determined to have existed. Should a meter or meters fail to register, 
the electric power delivered hereunder during such period of failure to register 
shall, for billing purposes, be estimated from the best information obtainable. 


BILLING AND PAYMENT 


12. (a) Bills for service each month under the terms of this contract shall 
be mailed by the Government to the Company, on or before the tenth day of 
the succeeding month and shall be payable on or before the last day of the month 
in which the bill is presented, herein referred to as the “payment date.” There 
shall be added, as liquidated damages, interest of one-half of one percent (14%) 
to any undisputed amount remaining unpaid on the first day of the month next 
succeeding the “payment date” and an additional one-half of one percent (144%) 
shall be added on the first day of each succeeding month on the remaining past 
due and unpaid balance until the account is paid in full. Should the Company 
fail to pay any bill when due in accordance with the provisions of this paragraph 
and paragrph (c) of this Article 12, the Government shall have the right to 
discontinue service upon 15 days written notice and to refuse to resume service 
as long as part of any overdue amount remains unpaid. Such discontinuance 
shall not relieve the Company of liability for charges during the period service 
is discontinued. 

(b) Any correction in billing resulting from a correction of metering records 
as provided in Article II shall be made in the bill for the month in which the 
meter test resulting in the correction was made. 

(c) In the event of a dispute concerning the correctness of any bill, or any 
part thereof, rendered pursuant to Paragraph (a) of this Article, the Company 
shall pay the undisputed portion of such bill on or before the “payment date” 
and shall inform the Government in writing of the nature of the claim of error. 
If the representatives of the Company and the representatives of the Government 
designated by the Administrator cannot agree with respect to such disputed 
bill within sixty days after the bill was first received by the Company, the 
Company shall either pay the amount in dispute under protest or present to the 
Administrator a written statement of the proper amount which the Company 
alleges it owes, with a request that the Secretary of the Interior or his designee 
make a finding as to the proper amount of such disputed bill. The Company 
shall make payment in accordance with the finding of the Secretary of the 
Interior or his designee, within fifteen days after receipt of such finding. How- 
ever, in making such payment the Company shall not waive any right it may 
have to proceed to a judicial determination of the correctness of the amount. 


FACILITIES TO BE PROVIDED BY THE COMPANY 


18. (a) The Company shall provide a high voltage transmission line or lines 
of adequate capacity to receive that portion of the output of the Project made 
available to the Company, from a suitable point on the Company’s existing 
transmission system to connect with the high voltage bus in the switchyard of 
the Project. The Government will, without charge, grant to the Company all 
necessary easements across property of the Government and all necessary per- 
mission to enable the Agents of the Company to carry out this contract and 
construct and maintain its lines and circuits in and at all places required by 
the Company and owned, leased, or controlled by the Government. Protective 
equipment for this line or lines, other than that planned for installation by the 
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Corps of Engineers, shall be provided by and installed by or at the expense of the 
Company. Communication equipment other than public communication system 
telephone (which will be provided at the expense of the Government) shall be 
supplied by the Company and installed by or at the expense of the Company. 
Space will be provided for facilities necessary to be installed by the Company in 
the switchyard or powerplant at the Project. Load control equipment to permit 
the use of the Project’s powerplant in the regulation of the Company’s system 
and which would not otherwise be required shall be supplied and installed by 
or at the expense of the Company. Such load control equipment shall be as 
specified by the Company and approved by the Government. 

(b) Any part of the equipment listed in paragraph (a) which is installed by 
or at the expense of the Company shall be maintained by or at the expense of 
the Company and shall remain the property of the Company. Reasonable time 
for removal of such equipment by the Company will be allowed at the termina- 
tion of the contract. Any costs.arising out of such removal shall be paid by 
the Company. At the option of the Government such equipment may be pur- 
chased by the Government at a reasonable price to be mutually agreed upon at 
the time. The Government also gives the Company the right at all times by 
its duly authorized agents and employees to enter the premises of the Govern- 
ment at all reasonable times, for the purpose of keeping in repair or removing 
its own wires, reading meters, and performing any other work incident to this 
contract. 


COORDINATION OF SYSTEM CONSTRUCTION, OPERATION, AND MAINTENANCE 


14. The Government and the Company shall coordinate the construction, 
operation, and maintenance of their respective power systems in a manner 
which will not interfere with any service supplied from the power system of 
either party. 


CONSTRUCTION, OPERATION, AND MAINTENANCE OF GOVERNMENT'S FACILITIES 


15. The Government will not be required to operate any generating unit at 
a load which in the judgment of the Corps of Engineers will result in excessive 
deterioration of facilities. The Company may schedule the operation of the 
generators at no load as condensers at a charge as provided in Article 4 (e). 
The Government shall maintain the powerplant in good operating condition at 
all times unless prevented by uncontrollable forces. The (overnment may 
remove facilities from service for maintenance, repairs, replacements, installa- 
tion of equipment, investigations, and inspections. Except in case of emergency, 
the Government will give the Company reasonable advance notice of such re- 
moval from service and, insofar as possible, will so schedule removals as not 
to interfere with service to the Company. The work necessary to restore the 
facilities to serviceable condition will be performed with diligence. 


LIABILITY 


16. Unless such claim shall arise because of their negligence, neither the Com- 
pany nor its officers, agents, or employees shall be liable for any claim arising 
from the censtruction, operation, or maintenance of the facilities of the Govern- 
ment under this contract. Unless such claim shall arise because of their negli- 
gence, neither the Government nor its officers or employees shall be liable for 
any claim arising from the construction, operation, or maintenance of the 
facilities of the Company under this contract. 


TRANSFER OF INTEREST IN CONTRACT 


17. No voluntary transfer of this contract or of the rights of the Company here- 
under shall be made without the written approval of the Administrator: pro- 
vided, that any successor to or assignee of the rights of the Company, whether 
by voluntary transfer, judicial sale, foreclosure sale, or otherwise, shall be subject 
to all the provisions and conditions of this contract to the same extent as though 
such successor or assignee were the original contractor hereunder; and provided, 
further, that the execution of a mortgage or trust deed, or judicial or foreclosure 
sale made thereunder, shall not be deemed voluntary transfers within the mean- 
ing of this article. 
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UNCONTROLLABLE FORCES 


18. Neither party shall be considered to be in default in respect to any obli- 
gation under this contract if prevented from fulfilling such obligation by reason 
of uncontrollable forces. For the purposes of this contract, the term “uncon- 
trollable forces’ means any cause beyond the control of the party affected, in- 
cluding, but not limited to, failure of facilities, flood, backwater caused by flood, 
earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, labor 
disturbance, sabotage, and restraint by court or public authority, which by 
exercise of due diligence and foresight such party could not reasonably have 
been expected to avoid. Either party rendered unable to fulfill any obligation by 
reason of uncontrollable forces shall exercise due diligence to remove such in- 
ability with all reasonable dispatch. 


WAIVERS 


19. Any waiver at any time by either party hereto of its rights with respect to 
a default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 


NOTICES 


20. Communications under this contract shall be addressed, by the Company 
to B. W. Creim, Administrator, Southeastern Power Administration, Elberton, 
Georgia, and by the Government to E. C. Hammond, Secretary, Georgia Power 
Company, Electric Building, Atlanta 3, Georgia. Either party may, at any time, 
by written notice change the person, or the address of the person, to whom it 
wishes communications addressed. 


OFFICIALS NOT TO BENEFIT 


21. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 


APPROVAL OF RATES BY FEDERAL POWER COMMISSION 


22. It is understood that all charges for power and energy delivered by the 
Government under this contract are subject to approval and confirmation by 
the Federal Power Commission, and that the Government will not deliver power 
under this contract until such rates are so approved and confirmed. 


APPROVAL OF AND TERM OF CONTRACT 


23. This contract shall become effective upon approval by the Secretary of the 
Interior, and shall remain in effect for a term of fifteen (15) years after the 
date of initial delivery of power unless sooner cancelled by either party upon 
written notice given not less than three (3) years in advance. The date of 
initial delivery hereunder shall be the date on which the Government is prepared 
to deliver energy from at least one of the generating units. The Government 
shall give the Company reasonable advance notice in writing of such date. 


APPROVAL BY THE GEORGIA PUBLIC SERVICE COMMISSION 


24. This contract shall not be binding upon the Company until it has been 
approved by the Georgia Public Service Commission, and it shall not be binding 
on the Government unless said approval is in form and substance satisfactory to 
the Government and the Company is so notified in writing. 


CONTINGENT UPON APPROPRIATIONS 


25. The liability of the Government wnder this contract is made contingent upon 
the appropriation by the Congress of the funds required by the Government to 
perform its obligations under the contract. If, during the period covered by 
the contract, the necessary funds are not appropriated, the Company hereby 
releases the Government from all liability for failure to perform its obligations 
under the contract. 
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LEGAL REMEDIES 


26. No provision of this contract shall be so construed, as to abridge, limit, 
or deprive either party of any means of enforcing any remedy either at law or 
in equity, for breach of any of the provisions of this contract. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be executed 
the day and year first above written. 


UNITED STATES OF AMERICA, DEPARTMENT OF THE INTERIOR, 
NE een ee eatubeedn stone 
Administrator, Southeastern Power Administration, Elberton, Georgia. 


Attest for Georgia Power Co.: GEORGIA POWER COMPANY, 
BO: obenietaa teak aaa lumens Nl Bt sins deecsias ceaaplabeeanpieuiay sansa seniliceae tine 


Secretary of the Interior 


APPENDIx D 
(Revised draft, August 2, 1951) 


SPECIAL CONTRACT FOR PREFERENCE CUSTOMERS DESIGNATED To RECEIVE BENEFITS 
oF CLARK HILL ELECTRICAL POWER UNDER BASIC CONTRACT 


(To be attached to executed Standard Contract Form for Applicable Service) 


THIS AGREEMENT, made by and between the GEorGIA PowEeR COMPANY (here- 
inafter called the “Company”), and ~--------------~--- (hereinafter called the 
“Customer” ). 

WITNESSETH : 

That Whereas the Company has entered into a contract dated ____-_----~- 
with the United States of America, Department of the Interior, acting by and 
through the Southeastern Power Administrator (hereinafter referred to as the 
Basic Contract) providing a basis whereby electrical power generated at the 
Federal Project known as “Clark Hill Reservoir Project” and made available 
to the Secretary of the Interior under Section 5 of the Federal Flood Control Act 
of 1944 (16 U. S. C. 1946 ed. sec. 825e) is to be disposed of so that, as provided in 
Section 5 of said Act, preference in the sale of such power will be given to public 
bodies and cooperatives: and “in such manner as to encourage the most wide- 
spread use thereof, at the lowest possible rates to consumers consistent with 
sound business principles” ; and 

Whereas, under said Basic Contract, it is provided that an amount of electrical 
power equivalent to that delivered to Company less transformer and transmis- 
sion losses will, in turn, be sold and delivered by it to Preference Customers 
designated by the Southeastern Power Administrator under said Basic Contract 
at the rates established under Section 3 of said Basic Contract, increased by 15% 
to cover transmission and transformer losses and handling charges: and 

Whereas, under said Basic Contract, it is likewise provided that to the extent 
insufficient electrical power is furnished the Company from said Clark Hill Reser- 
voir Project to meet the demands of Preference Customers within the Company’s 
service area, the Company will furnish the additional power at a price per kilo- 
watt-hour which the Company’s regular applicable rates for such service, applied 
to Customer’s total capacity and energy use during the month, would have 
earned ; and 

Whereas Customer desiring to obtain the advantages of a Preference Customer 
within the meaning of Section 5 of the said Federal Flood Control Act of 1944 
and the additional advantages afforded a Preference Customer under said Basic 
Contract has entered into a contract with the Southeastern Power Administrator 
ee ee ie , under which Customer has been-designated by the South- 
eastern Power Administrator as a Preference Customer for the purchase of 
Clark Hill electrical power and under such designation is entitled to purchase 
not to exceed ___. KW of capacity at ____ load factor each month. 

Now, therefore, in consideration of the foregoing and of the mutual covenants 
and agrements hereinafter contained and of One ($1.00) Dollar and other valu- 
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able consideration each to the other paid, the receipt of which is hereby mutually 
acknowledged, the parties do hereby agree with each other as follows : 

1. The Company agrees to sell and deliver to the designated Preference Cus- 
tomer each month an amount of electrical capacity and energy equivalent to 
that delivered to Company under the Basic Contract less transmission and trans- 
formation losses and allotted by the Southeastern Power Administrator to Cus- 
tomer as a Preference Customer, and Preference Customer agrees to accept, use, 
and pay the Company for such electrical capacity and energy at the rate estab- 
lished in Section 3 of said Basic Contract, increased by 15% to cover transmission 
and transformation losses and handling charges as in said Basic Contract 
provided. 

2. Company likewise agrees to sell and deliver to Customer all electrical 
capacity and energy required by Customer over and above that furnished under 
paragraph 1 above, and Customer agrees to accept, use and pay for such addi- 
tional services at the price per kilowatt hour which the Company’s regular 
applicable rate, applied to Customer's total capacity and energy use during the 
month, would have earned. 

3. Company and Customer have also executed the Company’s Standard Con- 
tract for any additional service desired by Customer, which contract shall be 
attached to and be part of this contract and shall be subject to the terms and 
conditions of this Special Contract, but except as otherwise herein provided, 
all of the terms and conditions of said Standard Contract shall be effective, 
including the Company’s current regular rate for the service applicable to billing 
rendered under paragraph 2 above. 

4. This contract shall be subject to approval by the Georgia Public Service 
Commission, and shall not be binding upon the parties thereto until it be so 
approved. 

5. This contract shall run concurrently with the contract between the Cus- 
tomer and the Southeastern Power Administrator, with the same renewal and 
cancellation provisions as contained therein. In the event that contract or the 
Lasie Contract are terminated, then this Special Contract shall also be termi- 
nated, but the Standard Contract referred to in paragraph 3 shall continue in 
full force and effect for the unexpired portion of its term or any then existing 
renewal thereof. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be ex- 


ecuted in duplicate by their duly authorized officers on this ---. day of 
sche eiceaiabacdals » Anes 
GEORGIA PoWER COMPANY, 
RR RET Sst Loe dere RE A hee apes te 
(Vice President) 
ay eee elt (Customer) —~S 
DSO. .nccmtthethaume tbc. eek Saltese, 
eee. Cette ee seb Ae 





APPENDIX E 
JANUARY 29, 1953. 
Re Georgia Electric Membership Corp. negotiations. 
Mr. CHARLES W. LEavy, 


Administration, Southeastern Power Administration, 
Elberton, Ga. 


Dear Mr. Leavy: I have been advised that 22 cooperative members of the 
Georgia Electric Membership Corp. have signed contracts with the Southeastern 
Power Administration for delivery of Clark Hill power to their load centers to 
supply their power needs. It is anticipated that several more of such coopera- 
tives will enter into a contract with SEPA in the near future. These contracts 
are conditioned upon agreement by the Georgia Power Co. to offer their trans- 
mission facilities for delivery of this Clark Hill power to proposed preferential 
customers for a reasonable wheeling charge. According to information we have 
obtained from the Georgia Power Co. and from time to time in the newspapers, 
the Georgia Power Co. has steadfastly refused to enter into any such agreement 
under any circumstances. 

The members of the rural electric cooperatives in the State of Georgia, who 
are in turn members of the Georgia Electric Electric Membership Corp., are 
most anxious to exercise their rights under the preference clause of the Flood 
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Control Act of 1944, in order to receive the maximum benefits from the Federal 
hydro developments throughout this area. We are particularly interested at this 
time in the distribution of power from Clark Hill. As you know, we have made 
numerous attempts and worked continuously to find ways and means of obtaining 
some of this Clark Hill power for the use of the Georgia cooperative members, 
but to date every effort which has been made to work out contracts involving the 
Georgia Power Co. facilities, has been unsuccessful. 

The Government cannot transmit power from Clark Hill to the cooperatives 
without transmission facilities and in the absence of a Government-owned trans- 
mission system, the Georgia Power Co. facilities would be required. Therefore, 
since the Georgia Power Co. refuses to transmit power for the Government over 
their facilities, we hereby propose: 

1. To purchase the entire output of Clark Hill power assigned by the South- 
eastern Power Administration for marketing in the State of Georgia at the bus 
bar at Clark Hill. 

2. The purchase of this power will be subject to negotiations with you as to 
prices and will also be subject to economic feasibility, to be determined by 
studies which we now have underway and which we request that you im- 
mediately instigate with your staff in an effort to work out the necessary arrange- 
ments for disposal of this power by this means. 

To this end, the Georgia Electric Membership Corp. will endeavor to obtain 
from the Georgia Power Co. reasonable agreements for the purchase of firming 
steam power and wheeling of this power over their transmission facilities to the 
distribution cooperative’s load centers. 

We request that you keep us advised as to the progress which your staff is 
making in their studies and we will likewise coordinate our studies with your 
efforts. We earnestly request that you give full consideration to this proposal 
and make no commitments as to the disposition of Clark Hill power under any 
alternate proposal, until this plant has been thoroughly investigated. 

Very truly yours, 
GEORGIA ELECTRIC MEMBERSHIP Corp., 
(Signed) D. M. Po ttock, President. 


Copy to Hon. Douglas McKay, Secretary of the Interior, Washington 25, D. C. 


APPENDIX F 
JANUARY 29, 1953. 
Hon Dovuc6ias McKay, 
Secretary of the Interior, 
Washington 25, D. C. 

My DEAR MR. SECRETARY: The rural people of the State of Georgia who are 
members of the rural electric cooperatives, are most anxious to obtain their 
full preferential rights to power generated at the federally developed hydro 
plants throughout this area. The Allatoona project has been operating for some 
time, however, no cooperative has ever received any power from this project. 
Clark Hill, on the Savannah River, is beginning operation and none of this power 
has flowed into the State of Georgia, nor is it likely to unless suitable agreements 
are reached between the Government and the cooperatives to obtain this power 
for their use. As of this time, 22 cooperatives in the State of Georgia have en- 
tered into a contract with the Southeastern Power Administration to use such 
power if and when it is made available to them. 

In view of the failure of negotiations between the Georgia Power Co. and 
the Southeastern Power Administration to evolve a plan whereby the coopera- 
tives may obtain the full benefits to which they are entitled of this federally 
produced power, we are currently studying a plan whereby the Georgia Electric 
Membership Corp., of which the cooperatives are members, proposes to purchase a 
block of power at the project site and work out with the Georgia Power Co., agree- 
ments for the purchase of firming steam and also arrange with such company to 
wheel this power to the cooperatives over its transmission facilities. 

We request that we be given full opportunity to explore this plan to the fullest 
extent before any alternate plan is concluded for the disposal of this power. I 
am enclosing a copy of a letter that I am today writing to the Southeastern Power 
Administration, submitting the proposal referred to in this letter. 
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The writer of this letter and other interested parties in the State are planning 
to be in Washington very soon and would like an opportunity to personally dis- 
cuss this proposal with you. 

Very truly yours, 
GEORGIA ELECTRIC MEMBERSHIP CorpP., 
(Signed) D. M. Pottock, President. 





APPENDIX G 
GeorGIA ELecTRIC MEMBERSHIP CorRP. 


Memorandum of contents of letter dated March 23, 1953, addressed to Hon. 
Douglas McKay, Secretary of the Interior. 


As we have originally indicated, the Georgia Electric Membership Corp. and 
its members are deeply concerned over the fact that to date no arrangements 
have been made whereby any power from Clark Hill will flow to the people of 
the State of Georgia. Contracts concluded so far have only been for delivery 
of the power to South Carolina. 

On February 11, 1953, a committee, representing the Georgia Electric Member- 
ship Corp.., appeared before the Secretary of the Interior and submitted a gen- 
eral statement of a proposal which, we, representing preference customers, were 
making for disposition of Clark Hill power in the State of Georgia. The pro- 
posal as we presented it at that time is substantially as follows: 

1. That the Georgia Electric Membership Corp. purchase for the use of the 
preference customers, the output of Clark Hill power assignable for disposition 
in the State of Georgia at the bus bar of Clark Hill. 

2. That we enter into an agreement for the purchase of firming power from 
the Georgia Power Co., at rates satisfactory to both parties. 

3. That an agreement also be entered into with the Georgia Power Co., again 
at satisfactory rates for wheeling to preference customers such portion of 
Clark Hill power. 

This proposal represents a compromise which will provide the means of de- 
livering to the people in the State of Georgia some of the benefits from Clark 
Hill power, and should be acceptable to all parties because : 

1. It follows the provisions of the Flood Control Act of 1944 in that it delivers 
the power to the preference customers at the bus bar. 

2. It eliminates the need for Government transmission lines and makes use 
of existing Georgia Power Co. generating and transmission facilities. 

Our proposal would allow the operation of Clark Hill as it was designed, 
as a peaking plant. It would also utilize steam generation on the most economi- 
cal basis by employing each kilowatt of steam capacity for upward of 7,000 
to 8,000 hours per year rather than 3,500 hours as required to serve the coopera- 
tive load without Clark Hill power. It does not, in any way, interfere with the 
operation of Clark Hill as a generating plant on the Georgia Power Co. system. 
Our proposal simply designates that portion of Clark Hill power that is useful 
to the preference customers as if Clark Hill were a generator connected directly 
to preference customer loads isolated from other power company loads. 

Our proposal differs from the proposal made by the Georgia Power Co. in 
that: 

1, It passes on to the cooperatives at greater and more realistic share of 
Clark Hill benetits and does not put a limit of 70,000 kilowatts. 

2. The preference customer contractually will own the Clark Hill power from 
the instant of generation to the ultimate consumption of this power by the 
preference customer, which is proper under the Flood Control Act of 1944. 

An analysis of the Georgia Power Co. proposal, now pending in your office, 
shows that when the rates in that proposal are applied to our estimated load 
for 1954-63, the average saving te the- preference customer over our present 
rate will be $150,549 per year. 

The fact that the Georgia Power Co. will operate Clark Hill as a peaking 
plant will show the following: Assuming one-half of the output of Clark Hill 
to be available to Georgia (as assumed by the Georgia Power Co. in their pro- 
posal), a minimum of 122,000 kilowatts of dependable capacity will be available 
and utilized to the maximum by the Georgia Power Co. to carry a portion of 
the peak load. If this company does not acquire this Clark Hill hydro power 
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for the growing needs of its system, it must provide equivalent capacity from 
alternative sources. The Federal Power Commission has estimated that alter- 
native steam capacity available for load will cost in fixed charges, $21.05 per 
year. Clark Hill power is offered and can be purchased for $0.75 per kilowatt 
per month or a maximum of $9 per kilowatt per year. 


Steam capacity cost (122,000 kilowatts at $21)__-__--__~- bc ... $2,562,000 
Clark Hill, hydropower cost (122,000 kilowatts at $9) __-_-___ __. 1, 098, 000 
Annual saving to power company___--____-___-___-____--__-_. 1, 464, 000 


Please refer to the attached chart entitled “Probable Utilization of Clark Hill 
Power by Georgia Power Co. Based on Project Characteristics—Peak Day 
1954.” This chart indicates the manner in which Clark Hill will probably op- 
erate and shows the relationship of the cooperative load to Clark Hill power as 
it will be utilized at the peak of the Georgia Power Co.’s system load curve. 

From the calculations above, it is clear that the Georgia Power Co. stands 
to gain $1,464,000, per year while offering a proposition to the preference cus- 
tomers which would pass on a maximum of $150,549 per vear, average over the 
next 10 years. The ratio is 9.7 to 1.0. 

We do not propose to interfere with the operation of Clark Hill project to the 
fullest extent of utilization by the Georgia Power Co., and the maximum benefit 
to the people of the State of Georgia. We propose only that a greater share 
of the benefits from the operation of the project accrue to the preference cus- 
tomers. We believe that our proposal is the answer, and will culminate in a 
workable solution to a presently stalemated situation. 

To this end, we are dedicating our efforts, and our studies are proceeding as 
rapidly as possible. It may be seen by reference to the attached copy of the 
letter to the Georgia Power Co. that we are endeavoring to solicit an agreement 
on their part to enter into negotiations to conclude this matter at the earliest 
possible time. 

We accordingly request that your assurance be given us that no action will 
be taken on any other arrangement for the disposition of Clark Hill power, 
until we have an opportunity to develop the proposal presented herein. 

Very truly yours, 


GEORGIA ELECTRIC MEMBERSHIP CorRP. 
(Signed) D. M. Pottock, President. 
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APPENDIX H 


Monroe, GA., March 23, 1958. 
Mr. HARLLEE BRANCH, JF., 
President, Georgia Power Co., 
Atlanta, Ga. 

Dear Mr. BRaANcH: The members of the Georgia Electric Membership Corp. 
and all persons being served by rural electric cooperatives in the State of 
Georgia are extremely interested in the disposition of Clark Hill power in the 
State of Georgia, particularly as it relates to their present and future power 
supply. 

We are aware of the fact that the provisions of the Flood Control Act of 
1944 make any arrangement to purchase this power by the Georgia Power Co. 
very unlikely, and we have, therefore, made a proposal to the Secretary of the 
Interior in behalf of the Georgia Electric Membership Corp. 

This proposal is, briefly, that the Georgia Electric Membership Corp. purchase 
at the bus bar of Clark Hill such power as is assigned for use in the State of 
Georgia, and in turn offer to contract with the Georgia Power Co. for the addi- 
tional firming power to satisfy the requirements of the Georgia Electric Mem- 
bership Corp. members, and other preference customers who are interested. 

In this way the Clark Hill project will be utilized as a peaking plant supple- 
mented by base loaded steam for maximum efficiency of operation. The excess 
power, not calculated to be useful in the preference customer load will be 
available to the Georgia Power Co. 

This proposal, as outlined in general terms, constitutes a method by which 
this problem regarding Clark Hill power may be solved. It will fully satisfy 
the preference clause of the Flood Control Act in that the power will be 
delivered directly to the preference customers. 

It offers the distinct possibility of concluding a contract which will permit 
this power from Clark Hill to flow into the State of Georgia. To date the only 
contracts concluded are those which call for delivery of a portion of this power 
into the State of South Carolina. We know that you, like the members of the 
yeorgia rural electric cooperatives, are most anxious for arrangements to be 
concluded whereby we will receive the benefits of this fine hydro project. 

In order that we may proceed without further delay, and while our project 
is being considered by the Secretary of the Interior, we request that you advise 
us whether or not you will be willing to sell us the additional firming power 
necessary for our use, and allow us to use your transmission system to deliver 
power to our members and other preference customers, subject to agreement 
between us on contractual terms and prices for such firming steam and wheeling 
services. 

Your early reply to our request will be appreciated. 

Very truly yours, 
GEORGIA ELECTRIC MEMBERSHIP CorP., 
(Signed) D. M. Pottock, President. 


APPENDIX I 
Apri. 9, 1953. 
Mr. D. M. PottocK, 
President, Georgia Electric Membership Corp., 
Monroe, Ga. 

Dear Mr. PotitocKk: Since your letter of March 24 described a proposal by the 
Georgia Electric Membership Corp. for the disposition of Clark Hill power, it is 
regretted that it was not received in time to be answered in advance of recent 
testimony in Washington on that subject. 

We, too, are most interested in obtaining for Georgia the greatest possible 
benefits of hydroelectric power from the Clark Hill Dam. We have been working 
toward that end for several years. 

You will recall that as early as March 24, 1950, we submitted a proposal to the 
Department of the Interior for the purchase and delivery of power from that 
project, and other Federal reservoir projects, to preference customers in our 
State. On the basis of that proposal a definitive draft of contract was negotiated 
on September 11, 1951, with the Division of Water and Power, to which the matter 
has been referred by the ‘then Secretary of the Interior. Naturally, we expected 
that the contract would be promptly approved by the Secretary so that there 
would be no delay in the delivery of power to Georgia preference customers. 
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You know of our persistent efforts to obtain action on the contract by the 
former Secretary so that the rural-electric cooperatives in Georgia would receive, 
without delay, the full benefits of Government power, to which they are entitled 
by law. We were greatly disappointed not to have had your corporation’s help 
in that effort, since, under the terms of our proposal, the cooperatives belonging 
to your organization would receive Government power at the lowest cost and 
under the most favorable conditions of any plan yet devised by anyone, either 
in or out of Government. Our proposal, which fully conforms with Federal stat- 
ute and congressional policy, has been resubmitted to the new Secretary of the 
Interior, and we :re advised that is now being studied by his staff. 

The proposal described in your letter does not differ in principle from the 
“wheeling” contract which the Southeastern Power Administration has repeat- 
edly sought to force upon our company. We have explained many times to the 
Southeastern Power Administration, and to other interested parties, including 
the officers and members of your own organization, why we could not be a party 
to any such arrangement, Your proposal, like the earlier proposal of the South- 
eastern Power Administration, would require us to give up customers we have 
served efficiently and at low rates for many years, including not only the rural- 
electric cooperatives but also a large number of municipalities constituting an 
important segment of our business. To our knowledge, they have not indicated 
any desire to be served either by your corporation or the Southeastern Power 
Administration. 

If we accepted your proposal we would not only have to dedicate substantial 
generating facilities to your corporation’s use for firming up the limited and 
inadequate amount of power available from Clark Hill, but we would also be 
committed to maintain whatever generating and transmission facilities were 
necessary to take care of the power requirements of preference customers in 
excess of that limited power supply. You will see, therefore, that what you are 
suggesting is that we supply the means by which an important part of our busi- 
ness would be sacrificed. Accordingly, we must say again that such a proposal 
is unacceptaable to our company. 

While we cannot agree to your proposal, nevertheless, we are desirous of work- 
ing with your group and all of the Georgia cooperatives to the fullest possible 
extent, and we hope yoy will not hesitate to call upon us whenever we can be 
of service. 

Sincerely yours, 
HARLLEE BRANCH, Jr. 


APPENDIX J 
AprRIL 30, 1953. 
Mr. HARLLEE BRANCH, 
President, Georgia Power Co., Atlanta, Ga. 

Dear Mr. BrRancH: This will acknowledge your letter of April 9, 1953. I do 
not think that this most important matter can be settled by an exchange of 
letters, however, there are some things in your letter upon which I would like to 
commend. 

The Georgia Electric Membership Corp. proposal is very different from the 
wheeling contract offered by the Southeastern Power Administration. Our pro- 
posal would have the effect of keeping the Government out of the power business 
in the State of Georgia and would allow the Georgia Electric Membership Corp., 
a preference customer, the right of buying the power for distribution to its 
member cooperatives. These cooperatives are presently your customers and 
your company would be dealing with them on a wholesale basis and would be 
supplying their power needs as it had done in the past, with the exception that 
a portion of that power supply would come from Clark Hill. 

The same commitment would have to be made by your company whether there 
was any contract with the cooperatives, either through the Georgia Electric Mem- 
bership Corp., or as individual customers and whether the Georgia Power Co. 
proposal is approved by the Secretary of the Interior. Exactly the same amount 
of load would exist on the Georgia Power Co. system and must be supplied from 
the identical sources of generation. We would be, in effect, trading capacity to 
your company for the energy necessary to take care of our requirements. 

We do not feel your proposal passes on the benefits from Clark Hill project 
which were intended for the REA cooperatives and to which they are entitled. 
It has been, and it is now, our desire to reach a mutual agreement with you on 
this important subject, and then to work hand in hand with your good company 
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for the development of a greater Georgia, and our counterproposal is made on 
that basis. 

{ Very truly yours, 

GEORGIA ELECTRIC MEMBERSHIP CORP., 
D. M. PoLLock, President. 


APPENDIX K 
May 19, 1953. 
Mr. D. M. PoLLock, 
President, Georgia Electric Membership Corp., 
Monroe, Ga. 


DeAR Mr. PoLtocK: Your letter of April 30, regarding Georgia Electric Mem- 
bership Corp.’s proposal for distribution of Clark Hill power, reached me just be- 
fore I left Atlanta for Washington to testify before the Senate committee, and too 
late to be answered in advance of that testimony. 

We are pleased to have your assurance that it is the desire of your organiza- 
tion to reach a mutual agreement with us on this important subject and then to 
work hand-in-hand with us for the development of a greater Georgia. For 
the past many years we have sought and, during most of that time, enjoyed such 
cooperation from the rural electric cooperatives in our service area. 

The proposal of the Georgia Electric Membership Corp., referred to in your 
letter, is not basically different from the wheeling contract which the Southeast- 
ern Power Administration has sought to force upon our company. Those who 
drafted your proposal must have known of our unwillingness to accept such a 
proposal and the reasons for it. They must have known, also, that our company 
has made a generous and nonprofit proposal for the purchase and delivery of 
Clark Hill power to preference customers. This proposal, which was first made 
in March 1950, has now been incorporated in a definitive draft of contract which 
needs only the signature of the Secretary of the Interior to become effective. 
They must have known, therefore, that the proposal referred to in your letter 
would serve only to delay and confuse. 

Our draft of contract would result in the delivery of Clark Hill power to the 
rural electric cooperatives and other preference customers at a lower cost and 
on more advantageous terms to them than would be possible under any other plan 
yet devised, including the one referred to in your letter. It would also result in 
full integration of the Clark Hill project with our facilities so as to substantially 
increase the power which would be available for the cooperatives and other 
preference customers. Our company has offered to provide energy from its own 
sources to firm up that portion of the Clark Hill capacity allocated to Georgia 
to a 50-percent load factor, and to supply any additional power which might be 
required by any preference customer from our own facilities, and at rates lower 
than those available to any customer not receiving its entire power supply from 
our company. We have offered to do all of these things without profit to the 
Georgia Power Co. Your proposal would not give the preference customers bene- 
fits above or even equal to those which would be available to them under our 
plan. In fact, your proposal would increase the cost of Government power to 
the individual cooperatives if your organization passed on to them the expense 
generally paid for wheeling and firming of power under arrangements such as 
that contemplated in your proposal. 

It is questionable whether Government power can be sold for distribution 
‘ under section 5 of the Flood Control Act of 1944 under a type of contract such 
as you propose, and also whether Georgia Electric Membership Corp. has the 
legal right under its charter, to purchase and deliver power to electric member- 
ship cooperatives already receiving central station service. 

We must also call your attention again to the fact that you are asking us to 
} use our facilities for the purpose of destroying a part of our business, and in 
; effect, to increase rather than reduce the likelihood of a public-versus-private 
power controversy in our State. 

For these reasons and others set forth in my earlier letter of April 9, we are 
unable to consider your proposal as acceptable. We will be happy, as always, 
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; to meet with you on any matters of interest to Georgia Electric Membership 
Corp. or its members at any time. However, the proposal referred to in your 
letter is so completely unacceptable that further discussion of it would, in our 
; opinion, serve no useful purpose. 


Very truly yours, 
HARLLEE BRANCH, Jr. 
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Appenpix L 
SEPTEMBER 1, 1953. 
Hon. Dovetas McKay, : 
Secretary of the Interior, 
Washington, D. C. 
(Attention Hon. Fred Aandahl, Assistant Secretary.) 


Dear Mr. Secretary: In previous meetings with you and with Assistant Sec- 
retary Aandahl we have briefly outlined the desires of the Georgia Electric 
Membership Corp. on behalf of the preference customers with reference to the 
disposition of power allotted to Georgia from the Clark Hill project. We wish 
to obtain two things to which we believe we are entitled under section 5 of the 
Flood Control] Act of 1944, These are: 

1. The right to purchase from the Government the power and energy produced 
at Clark Hill and allotted to Georgia. f 

2. A reasonable portion of the economic benefits to be derived from the opera- 
tion of the project. 

We have previously submitted both orally and in writing the proposal of the 
Georgia Electric Membership Corp. to accomplish these purposes upon substan- 
tially the following terms: 

1. The Georgia Electric Membership Corp. will purchase at the bus bar of 
Clark Hill for the use of preference customers, at rates fixed by the Government 
under the provisions of section 5 of the Flood Control Act of 1944, the entire 
output of Clark Hill power allotted for disposition in the State of Georgia. 

2. If its proposal for the purchase of the power is accepted, it will enter into 
an agreement with the Georgia Power Co. for the wheeling by the company of 
such portion of the Clark Hill power to the preference customers at rates 
satisfactory to both parties. 

3. It will also enter into an agreement for the purchase of firming power 
from the Georgia Power Co. at rates satisfactory to both parties. 

We have, as yet, received no definite answer to this proposal. Accordingly 
while it is not withdrawn and while we are most desirous that it be given your 
careful attention and consideration, because it complies with all of the applica- 
ble provisions of the Flood Control Act of 1944, including the requirement that 
you give preference in the sale of such power to public bodies and cooperatives, 
the Georgia Electric Membership Corp. now submits an alternative proposal 
designed to accomplish the same purposes as follows: 

1. It will purchase from the Government at the bus bar of Clark Hill the entire 
output of power allotted for sale in the State of Georgia. It will enter into a 
suitable agreement with the Federal Government covering the cost of the power, 
fixed under the provisions of section 5 of the Flood Control Act of 1944 and 
setting forth the operating requirements of the project. 

2. If its proposal is accepted, it will enter into an agreement with the Georgia 
Power Co. for the sale to it of the power which belongs to the Georgia Electric 
Membership Corp. by virtue of the purchase agreement with the Government. 
The Georgia Power Co. will have this power for its full use and benefit. The 
power can be commingled with power from any other source available to the 
Georgia Power Co. and used by it in its total system in any way it sees fit, to the 
best interest of the company and its customers, subject to the requirements of the 
following paragraph: 

3. It will also agree with the Georgia Power Co. to a rate for the delivery of 
all power requirements of the REA cooperatives which will guarantee that a 
reasonable portion of the benefits to be derived from the operation of the project 
will be passed on to the preference customers as required by section 5 of the 
Flood Control Act of 1944. 

We believe that this alternate proposal, if adopted, will also satisfy the prefer- 
ence requirements of section 5 of the Flood Control Act of 1944 by providing for 
sale direct from the Government to the preference customers and by assuring to 
the preference customers a proportionate share in the economic benefits derived 
from the operation of the project. At the same time the Georgia Power Co. would 
not be required to surrender its customers to the Government and would be free 
to operate the project (within the bounds of the requirements of the Corps of 
Engineers and of the Southeastern Power Administration) to the greatest utili- 
zation possible in its total systemwide operation. For the foregoing reasons we 


believe that this alternate proposal should be acceptable and will meet the 
objections raised by the Georgia Power Co. 
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The Georgia Electric Membership Corp. is willing to consider any modification 
of either of its proposals which will comply with the law, which is reasonable 
and which will afford to it and its members the security and economic benefits to 
which they are entitled under section 5 of the Flood Control Act of 1944. 

We respectfully request your consideration of these proposals and the oppor- 
tunity to explore them fully with your Department and with the company. 

Yours very truly, 
GeorGIA ELEcTRIC MEMBERSHIP CorP., 
D. M. Potiock, President. 





APPENDIX M 
SEPTEMBER 1, 1953. 
Hon. Doveras McKay, 
Secretary of the Interior, Washington, D. C. 
(Attention Mr. Fred Aandahl, Assistant Secretary.) 

DEAR Mr. SEcRETARY: The Georgia Electric Membership Corp. is a cooperative, 
nonprofit, membership corporation which was organized under the provisions 
of the Georgia Electric Membership ‘Act 6f 1987 (Ga. L. 1937, pp. 644-659) for 
the purpose of furnishing electric energy to persons in rural areas who were not 
receiving electric service from private power companies or municipal corpora- 
tions. Among the powers granted to it by statute are those of purchasing, 
acquiring, and accumulating electric energy and furnishing electric energy to 
member corporations organized under that act. It has 37 member cooperatives 
organized under the act. The Georgia Electric Membership Corp. and each of 
its members meet the requirements for preference customers under section 5 of 
the Flood Control Act of 1944. 

On February 11, 1953, a committee representing the Georgia Electric Mem- 
bership Cerp. appeared before the Secretary of the Interior and submitted its 
proposal for the purchase by preference customers of Clark Hill power and 
energy in Georgia. Subsequently that proposal was confirmed to you in writing. 
Again on June 17-18, 1953, the committee appeared before the Assistant Secre- 
tary, Mr. Fred Aandahl, for the purpose of protesting the proposal of the Georgia 
Power Co. to purchase such power and to urge that the proposal for the sale 
of the power to the Georgia Electric Membership Corp. be considered and con- 
summated. Again the proposal was confirmed in writing. However, on June 
19, 1953, the Department of the Interior acting through the Southeastern Power 
Administration entered into an interim contract with the Georgia Power Co. 
for the sale to that company of all of the power available to Georgia from the 
Clark Hill project pending a decision regarding a long-term disposition of such 
power. That contract which also refers to continuing negotiations between the 
Government and the company respecting the company’s proposal has caused the 
preference customers in Georgia to be seriously concerned that you may con- 
template the sale of such power and energy to the Georgia Power Co. which is 
neither a public body nor a cooperative substantially in accordance with the 
proposal which was submitted by it, despite the fact that such proposal was 
expressly rejected by the then Secretary of the Interior on January 2, 1953, a 
copy of which is hereto attached, as being in violation of section 5 of the Flood 
Control Act of 1944 for a number of very sound and persuasive reasons. 

The purpose of this letter is to again urge to you those and other objections, 
both legal and equitable, to the proposal of the Georgia Power Co. and to submit 
an additional proposal by the Georgia Electric Membership Corp., which may 
be considered as an alternate proposal by it, to purchase such power and energy 
on behalf of the preference customers. 

An agreement based upon the proposal of the Georgia Power Co. would be 
illegal for the following reasons: 

1. It would violate section 5 of the Flood Control Act of 1944. 

2 It would deprive the preference customers of an equitable share of the 
benefits of the power generated at Clark Hill and allotted to Georgia. 

; 3. The Government would sell all of the power and energy available to 
Georgia from the Clark Hill project to a privately owned power company instead 
of to the cooperatives who have applied to purchase such power from the Gov 
ernment and who are entitled to preference by mandatory language of section 5 
of the Flood Control Act of 1944. 

. [t would require public bodies and cooperatives who are designated as 
preference customers by section 5 of the Flood Control Act of 1944 to depend 
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upon the Georgia Power Co. for both their power and their preference, by 
requiring them to contract with the Georgia Power Co. to obtain either power 
or preference. 

5. It would constitute an illegal delegation to a privately owned power com- 
pany by the Secretary of the Interior of the duties imposed upon him by section 
5 of the Flood Control Act of 1944 to give preference in the sale of such power 
and energy to public bodies and cooperatives and to transmit and dispose of 
such power and energy in such manner as to encourage the most widespread 
use thereof at the lowest possible rates to consumers consistent with sound 
business principles. 

G. It contemplates monopolization of the power from a public project by pro- 
viding for the sale of the entire power and energy available therefrom to a 
private company with whom all customers, including preference customers are 
required to contract. 

7. It would prefer the Georgia Power Co. to the extent of 140,000 kilowatts 
or one-half of the total capacity of the project but would limit the public bodies 
and cooperatives designated as preference customers by the Secretary of the 
Interior to 70,000 kilowatts, thereby compelling the preference customers to 
purchase their additional requirements from the company at its regular rates 
while at the same time making available to the Georgia Power Co. substantial 
peaking capacity which it may resell at such rate. 

8. It would define preference customers more narrowly than is intended by sec- 
tion 5 of the Federal Control Act of 1944 by arbitrarily limiting the kilowatts 
available at the preferred price to such customers to 70,000 kilowatts, thereby 
making no provision for additional preferred customers or for the growing needs 
of the old ones; and by making the definition of “preference customers” for the 
purpose of the contract depend upon the kilowatt demand of such customers. 

9. It would constitute an illegal delegation of authority by the Secretary of 
the Interior to the Georgia Public Service Commission which would have the 
authority to approve or disapprove the rates between the Georgia Power Co. and 
the preference customers. 

10. It would discriminate between present preference customers and between 
present and future preference customers on the basis of their growth and load 
by now limiting the total amount of kilowatts available to preference customers 
at preferred prices for the duration of the contract. 

11. It would bind both the Government and the preference customers to the 
company for a long period of years without providing for cancellation of the 
arrangements upon reasonable terms. Substantial withdrawals by the Govern- 
ment to serve preference customers from its own facilities must be on 3 years’ 
notice and can affect only the 70,000 kilowatts arbitrarily allotted to preference 
customers ; not the overage which goes to the company. 

12. It will result in an estimated average saving to the preference customers 
over their present rate of only $150,549 per year while resulting in an estimated 
annual saving to the Georgia Power Co. of $1,464,000 per year, or a benefit ratio 
to the Georgia Power Co. over the preference customers of 9.7 to 1. 

13. It would violate the power policy of the Department of the Interior which 
specifically states that * * * * the Department will give preference and priority 
to public bodies and cooperatives in disposing of electric energy generated at 
Federal plants.” 

Submitted contemporaneously herewith is the proposal by the Georgia Electrie 
Membership Corp. to purchase on behalf of the preference customers all of the 
power and energy available to Georgia from Clark Hill. We sincerely trust and 
believe that the Secretary and the officers and agencies of the Department to 
whom authority has been delegated will carefully consider both the original 
and the alternate proposal submitted by the Georgia Electric Membership Corp. 
on behalf of the preference customers. Although the interim contract with the 
Georgia Power Co. is subject to many of the same objections as that company’s 
proposal for a long-term disposition of the power, and accordingly should be 
continued in effect no longer than necessary, certainly neither the Government 
nor the Georgia Power Co. can be either damaged or inconvenienced by this De- 
partment giving the alternate proposals the consideration and study which we 
believe they merit. 

Very truly yours, 
GEORGIA ELECTRIC MEMBERSHIP Corp., 
ID). M. Potiock, President. 
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APPENDIX N 


MEMORANDUM OF LAW SUPPORTING GEORGIA ELECTRIC MEMBERSHIP CORPORATION'S 
OFFER TO PURCHASE CLARK HILL PoWwER 


STATEMENT OF FACTS 


The Georgia Power Company (hereinafter called Power Company) and the 
Georgia Electric Membership Corporation (hereinafter called GEMC) have each 
made proposals to purchase from the Government at the bus bar of the Clark 
Hill project, all of the power which may be made available from the project 
to Georgia by the Secretary of the Interior under the provisions of Section 5 of 
the Flood Control Act of 1944. 

The Power Company is privately owned. It has proposed a 15 year contract 
subject to cancellation only upon 3 years notice. It would pay to the Govern- 
ment for such power whatever price the Interior Department and the Federal 
Power Commission may specify and would give the Government the right to 
designate preference customers to the extent of 70,000 KW, which would equal 
one-half of the 140,000 KW capacity sold to the Power Company. This would be 
delivered to the designated preference customers as its customers by the Power 
Company at the cost of the power to it plus a percentage markup for transmis- 
sion which the Power Company represents to be the “barebone” cost. Should 
the power requirements of the preference customers be in excess of the 70,000 
KW they could purchase such excess requirements from the Power Company at 
its established rates. The Government could reserve or withdraw up to 10,000 
KW in any calendar year only on six months notice and greater amounts only 
on three years notice to serve preference customers direct and such reservations 
or withdrawals would be charged against the 70,000 KW allotted to preference 
customers. Its proposed contract and those between the Power Company and 
the preference customers would be subject to approval of the Georgia Public 
Service Commission. The Power Company would integrate the capacity of the 
project allotted to Georgia into its own generating system which, in turn, is a 
part of the Southern Company system composed of the Georgia Power Co., Ala- 
bama Power Co., Gulf Power Co., and Mississippi Power Co. 

The GEMC is a nonprofit cooperatives organized under the Georgia Electric 
Membership Corporation Act of 1937. It has 37 rural electric coopertaives as 
members which were also organized under that Act for the purpose of taking 
advantage of the provisions of the Federal REA Act of May 20, 1936 in furnish- 
ing electric energy to persons in rural areas who were not receiving such service. 

The GEMC has submitted alternate proposals for the purchase by it at the 
bus bar for the benefit of preference customers of all of the power allotted to 
Georgia. Under both proposals it, like the Power Company, would pay to the 
Government for such power whatever price the Interior Department and the 
Federal Power Commission may fix under Section 5 of the Flood Control Act of 
1944. If its first proposal is accepted the GEMC will enter into an agreement 
with the Power Company for the wheeling by that company of such power to 
the preference customers at rates satisfactory to both parties; or, in the event 
the Power Company refuses, will apply to the proper regulatory body having 
jurisdiction and the authority to require such transmission. It will also purchase 
firming power from the Power Company at rates satisfactory to both parties. 

If its alternate proposal is accepted the GEMC will enter into an agreement 
with the Power Company for the sale to the Power Company of the power which 
the GEMC purchases from the Government at cost to the GEMC. The contract 
will provide for delivery of all power requirements of the REA cooperatives to 
them at a rate which will guarantee that a reasonable portion of the benefits to 
be derived from the operation of the Clark Hill Project will be passed on to 
the preference customers, 

QUESTIONS PRESENTED 


Is the Secretary of the Interior required to give preference to the GEMC 
over the Power Company in the sale of Clark Hill power? 


CITATION OF AUTHORITY 


At the hearing on September 1, 1953, Assistant Secretary Fred C, Aandah} 
said: 

“You folks well remember that in the department here we have a major policy 
question to decide first, and after that has been decided we will have to get into 
the economics of whatever approach we decide to use.” 
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Accordingly, while this memorandum will not deal with the economic inequities 
of the proposal submitted by the Power Company it must not be forgotten that 
one of the basic purposes of Section 5 of the Floor Control Act of 1944 was to as- 
sure the economic benefits of public power to public bodies and to cooperatives 
serving rural areas. 

In considering the question presented, we are primarily concerned with the 
statute itself. No administrative policy will avail to forego the plain language 
of the Act (Alaska S. 8S. Co. vs. U. S., 290 U. S. 256, 54 S. Ct. 159, 78 L. ed. 302; 
Webster vs, Luther, 163 ‘1, 8. 331, 16 8S. Ct. 968, 41 L. ed. 179). 

If interpretation of the statute is necessary in order to arrive at its purpose, 
insofar as public policy may be considered as shedding light upon the Con- 
gressional intent, it is the public policy which existed at the time of the enact- 
ment of the statute which must prevail rather than that of a later period when 
different ideas and theories may exist (The Mobile & Ohio Railroad Co. ys. 
Tennessee, 153 U.S. 486, 14 S. Ct. 968, 38 L. ed. 793). 

The statute involved, and which controls the question now at issue, in Sec- 
tion 5 of the Flood Control Act of 1944 (Act approved Dee, 22, 1944, 665, See. 5, 
53 Stat. 890, as amended July 27, 1947, 343, Title II, Sec. 205 (a), 61 Stat. 501, 16 
U.S. C. 825 (s)). It provides: 

“Electric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business principles, the rate 
schedules to become effective upon confirmation and approval by the Federal 
Power Commission (upon the basis of the application of such rate schedules 
to the capacity of the electric facilities of the projects) of the cost of producing 
and transmitting such electric energy, including the amortization of the capital 
investment allocated to power over a reasonable period of years. Preference 
in the sale of such power and energy shall be given to public bodies and co- 
operatives. The Secretary of the Interior is authorized, from funds to be ap- 
propriated by the Congress, to construct or acquire, by purchase or other agree- 
ment, only such transmission lines and related facilities as may be necessary 
in order to make the power and energy generated at said projects available in 
wholesale quantities for sale on fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, cooperatives, and pri- 
vately owned companies. All moneys received from such sales shall be deposited 
in the Treasury of the United States as miscellaneous receipts.” 

The right which the GEMC is now seeking to assert is set out in that sentence 
of Section 5 of the Act which provides: “preference in the sale of such power 
and energy shall be given to public bodies and cooperatives.” 

The status of the GEMC as a cooperative within the terms of the statute 
will be demonstrated at a later portion of this memorandum. Assuming that 
Status, however, a refusal by the Secretary of the Interior to sell the Clark 
Hill power and energy to the GEMC would not only violate the clear mandate 
of Section 5 of the Flood Control Act but would also give to that Act an inter- 
pretation at variance with every basic rule of statutory construction. 

To determine the meaning of the statute our first resort must be to the 
language used. If that is plain there is an end to construction, and the statute 
is to be taken to mean what it says (J. N. Bailey et al. vs. Drevel Furniture Co., 
259 U. S. 20, 42 S. Ct. 449, 66 L. ed. 817; Adams Eapress Co. vs. Kentucky, 288 
U. S. 190, 35 S. Ct. 824, 59 L. ed. 1267). 

The words are to be given their ordinary meaning unless the context shows 
that they are differently used (H. C. Jones vs. Liberty Glass Co., 332 U. S. 524, 
88 S. Ct. 229; 92 L. ed. 142; Rosenman vs. U. S., 823 U. S. 658, 65 S. Ct. 536, 
39 L. ed. 535). 

The significant words in the preference provision of the statute are “prefer- 
ence,” “shall” and “sale.” Those words are in such common and frequent 
usage that their meaning should be readily understood by anyone whose func- 
tion it becomes to interpret or to apply the statute. It would be difficult for 
Congress to express a mandate in any clearer language. 

In Webster’s New International Dictionary, Second Edition, Unabridged, 
“Preference” is defined as follows: 

“1. Act of preferring or state of being preferred; the setting of one thing 
before or above another; higher estimation; predilection; prior choice; also, 
the power or opportunity of choosing; as to give him preference. * * * 
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“7. Law; Priority in the right to demand and receive satisfaction of an 
obligation, as the payment of a debt in full or in part. 

“8. Railroad law. A special advantage given to a particular person, a par- 
ticular locality, or a particular form of establishment—whether by the granting 
of a lower tariff or of extraordinary facilities for shipment. More commonly 
ealled discrimination in the United States.” 

It is obvious that Congress in giving a preference to public bodies and co- 
operatives in the sale of public power intended them to have a special advantage 
or prior choice. This may not mean that the Government would be required to 
make substantial expenditures to construct transmission facilities at uneconomic 
distances from the dam in order to afford a preference to public bodies and 
cooperatives. However, it must mean that if a private power company and a 
cooperative each offers to purchase the power from the Government at the place 
where it is generated on the same or substantially the same terlus the power 
must be sold to the cooperative in order to comply with the law; otherwise it 
has no meaning. 

Congress did not intend for the Secretary of the Interior to have or to exercise 
a discretion in the sale of the power as between preference customers and private 
power companies who offer to purchase the power at the place where it is gen- 
erated on the same or substantially the same terms. It said preference “shall 
be given.” 

Webster defines “shall” as follows: 

“1, Owe, be under obligation for * * * 

“2 (a) Am obliged; must * * * 

“Shall and will are both used as future auxiliaries, the choice between them 
arising from their respective special implications of necessity and intention. 
Thus shall, when used in the 2d and 3d person, has a special force from the 
fact that the speaker predicts or promises another’s action, and hence is ex- 
pressive of some authority or compulsion on the speaker’s part; as in, you shall 
go; thou shalt not kill; he shall rue it.” 

Accordingly, when Congress told the Secretary of the Interior that preference 
“shall be given” to public bodies and cooperatives it was speaking with authority 
and expressing compulsion; or, to paraphrase, Congress said to the Secretary of 
the Interior that such preference “must be given”. The choice is given to the 
public bodies and cooperatives; not to the Secretary. 

The word “sale” is also significant. It is defined by Webster as meaning: 

“1. Law. Act of sale; a contract whereby the absolute, or general ownership 
of property is transferred from one person to another for a price, or sum of 
money, or, loosely for any consideration; also, a contract for such transfer of 
ownership in the future or upon a future fulfillment of some condition.” 

Thus, it was the purpose of Congress that the preference given to public bodies 
and cooperatives should extend to the transfer of the absolute or general owner- 
ship of the property by the Government; not just to seeing that they received a 
share in the economic benetits. Congress apparently recognized that the only 
way to assure the economic benefits of public power to the public bodies and 
cooperatives was to permit them to acquire the ownership of the power. That 
is one of the basic reasons why, regardless of economic considerations, the pro- 
posal of the Georgia Power Company would fail to comply with the mandate of 
the Statute. The preference to be accorded public bodies and cooperatives is not 
just in the price of the power but is in its ownership. 

“Preference in the sale of such power and energy shall be given to public bodies 
and cooperatives.” It is difficult, if not impossible, to read anything vague, 
doubtful, or undecisive into the plain language of the statute. Where a law is 
expressed in plain and unambiguous terms, Congress should be intended to mean 
what it has plainly expressed, and consequently no room is left for construction 
(U.S. vs. Lexington Mill & Elevator Co., 232 U.S. 399, 34 S. Ct. 337, 58 L. ed. 658; 
Commissioner of Immigration vs. Gottlieb, 265 U. S. 310, 44 S. Ct. 588, 68 L. ed. 
1081; U. 8S. vs. Standard Brewery, 251 U. S. 210, 40 S. Ct. 139, 64 L. ed. 229: 
Browder vs. U. S., 312 U. S. 335, 61 S. Ct. 599, 85 L. ed. 862: U. S. vs. American 
Trucking Association, 310 U. S. 534, 60 S. Ct. 1059, 84 L. ed. 1845). 

The Supreme Court of the United States has had occasion to consider other 
acts of Congress in which similar language was used and had no difficulty in 
concluding from the use of such language that Congress was expressing a man- 
date. Thus, in Escoe vs. Zerbst, 295 U. 8. 400, 55 S. Ct. 818, 79 L. ed. 1566, the 
Court said: 

“We find in this statute more than directory words of caution, leaving power 
unaffected. This is so if we consider words alone, putting aside for the moment 
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the ends and aims to be achieved. The defendant “shall” be dealt with in a 
stated way; it is the language of a command, a test significant, though not con- 
trolling Richbourg Motor Co. vs. United States, 281 U. S. 528, 74 L. ed. 1016, 
1021, 50 S. Ct. 385, 73 A. L. R. 1018).” 

In Hilton vy. Sullivan, 334 U. S. 323, 68 S. Ct. 1020, 92 L. ed. 1416 the Court 
said: 

“There appears to be little room for contention that there is ambiguity 
in the language that Congress selected to express its purpose to require the 
restoration of a former government employee who entered the armed forces 
to his old position and to give him the right to retention for a year. The 
language is that such an employee ‘shall be restored’ to his position or to 
one like it, supplemented by language that he ‘shall not be discharged from 
such position without cause within one year after such restoration.’ We 
have examined the Legislative history of the Selective Training Service Act 
of 1940 and find nothing whatever which faintly suggests that Congress in- 
tended its language to be less mandatory than implied by the words it used.” 

In Ex Parte Conrad N. Jordan, et al., 94 U. S. 248, 24 L. ed. 123, the Court 
said: 

“We think the appeal should have been allowed. The petitioners were de- 
fendants in the suit when the final decree was rendered. They were direct- 
ly interested in what was then decided. The allowance of an appeal under 
Section 692, R. 8., follows of course, if prayed for by one who has the right 
to it. The language of the statute is ‘shall be allowed’ which means ‘must 
be allowed’, when asked for by one who stands in such relation to the cause 
that he can demand it. The question upon such an application is not what 
will be gained by an appeal, but whether the party asking it can appeal at 
on,” 

In French v. Edwards, 80 U. S. (13 Wall.) 506, 20 L. ed. 702, the Court 
said: 

“The general authority of the officer in judicial sales under the act of 1851, 
in the exercise of which he has a large discretion, is limited and defined when 
applied to sales under judgments for delinquent taxes, by the provision de- 
claring that the sheriff in selling the property assessed ‘shall only sell the 
smallest quantity that any purchaser will take, and pay the judgment and 
all costs’—language which imports a negative upon a sale in any other way. 
The fact that in some cases no purchaser at a sale may, perhaps, be willing 
to take less than the whole property and pay that amount, does not dispense 
with the duty of the officer to comply with the law.” 

Although the language of the Statute appears to be plain enough without 
resort to other relevant aids to construction, the application of those aids 
serves but to support and confirm what the plain language of the law 
imports. 

It is appropriate to interpret the words of a statute in the light of its 
legislative history, of the circumstances existing at the time it was passed 
and of the particular evils at which the legislation was aimed (Apew Hosiery 
Co. v. Leader, 310 U. S. 469, 60 S. Ct. 932, 84 L. ed. 1311 and citations; U. 8. v. 
Champlin Refining Co., 341 U. 8. 290, 71 S. Ct. 715, 95 L. ed. 949). 

In a memorandum addressed to the Secretary of the Interior who is charged 
with the administration of the preference section of the Flood Control Act of 
1944, it is deemed unnecessary to dwell at length upon the development of the 
preference provisions in Federal statutes; nor upon the reasons which prompted 
their enactment. 

It has long been an established principle of our society and Government that 
drawing energy from the waters of the Nation is imbued with a public purpose. 
Thus in Mt. Vernon-Woodberry Cotton Buck Company vy. Alabama Interstate 
Power Company, 240 TU. S. 30. 36 8. Ct. 234, 60 L. ed. 507, decided January 24, 
1916, Mr. Justice Holmes, speaking for a unanimous Court, said: 

“Rut to gather the streams from waste and to draw from them energy, labor 
without brains, and so to save mankind from toil that can be spared, is to supply 
what, next to intellect, is the very foundation of all our achievements and all 
our welfare. If that purpose is not public, we should be at a loss to say what 
it is.” 

It has also long been the continuing, nonpartisan belief and policy of the Con- 
gress that the hydroelectric benefits from dams constructed with public funds 
should first go to the publie who owned and constructed them. 

As early as the Reclamation Act of 1902, as supplemented by the Reclamation 
Act of 1906 (48 U. S. C. 522) during the administration of Theodore Roosevelt, 
thr Secretary of the Interior was directed to give preference to “municipal pur- 
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poses” in the lease of any surplus power or power privilege from projects created 
under the Act. 

That policy has received the approval of Congress by its reaffirmation and 
enlargement in many subsequent statutes. By the early nineteen-thirties it was 
recognized that the convenience afforded by electric service were being denied 
to rural residents throughout the nation on account of the prohibitive rates 
charged by privately owned power companies for extending their service into 
such “skimmed-milk” areas. Accordingly in the T. V. A. Act of May 18, 1933 
(16 USC 881 i) the preference was enlarged to include “States, counties, 
inunicipalities, and coperative organizations of citizens or farmers, not organized 
or doing business for profit, but primarily for the purpose of supplying elec- 
tricity to its own citizens or members.” 

In order to further its purpose of remedying this deficiency in the life and 
economy of the rural population of the Nation Congress passed the Rural Elec- 
trification Administration Act of. May 20, 19386 (7 U. S. C. 901 et seq.) under 
which great sums of money were set aside with which to make loans to local 
cooperative agencies throughout the Nation and provision was made for the 
creation of local nonprofit cooperative agencies to be organized under State 
laws. See Arkansas Valley Cooperative Rural Electric Co. vs. Elkins, 200 Ark. 
883, 141 S. W. 2d 538 (1940); Aansas City Power & Light Co. vs. McKay, Civil 
Action No. 4276-50, U. S. District Court for the District of Columbia, decided 
June 17, 1953. 

The policy of giving preference to cooperatives in the sale of power from the 
public multipurpose dams has been consistently followed since that time. Pro- 
visions granting preference to public bodies and cooperatives are contained in 
the Bonneville Dam Act of 1987 (16 U. S. C. 8382c), the Fort Peck Act of 1938 
(16 U. S. C. 838c), the Reclamation Project Act of 1939 (43 U. S. C. 485h (e)), 
the Case-Wheeler Act of 1940 (16 U. S. C. 390x-7), the Columbia Basin Project 
Act of 1943 (16 U. S. C. 835), the Rivers and Harbors Act of 1945 (59 Stat. 
10, 22), and the Eklutna Project Act of 1950 (48 U. S. C. 812a) in addition 
to the TVA Act of 1933 and the Flood Control Act of 1944. No single policy 
has more thoroughly permeated our body of laws. When the Flood Control Act 
of 1944, with which we are now concerned was being debated on the floor of the 
Senate, Senator Downey said: “I take it that that is a principle of law on 
which all of us are agreed, that in these public-power projects where public 
money is used, public agencies and cooperatives should be given the advantage 
in the purchase of the power.” His statement was not challenged (90 Cong. Ree. 
8323). And even the much-debated Bailey Amendment which will be discussed 
later, although designed to emasculate the preference provision, did not under- 
take to strike it from the proposed statute. 

Congress anticipated that private power companies, who were the only 
potential customers financially able to do so, would undertake to monopolize 
the power by erecting transmission lines to the point where the public power was 
generated, thereby defeating the purpose of the preference provision. Accord- 
ingly in the TVA Act and the subsequent acts cited, it authorized the construction 
or acquisition of transmission lines and facilities by the Government. In the 
3onneville Project Act (16 U. S. C. 832a (b)) and in the Ft. Peck Project Act 
(16 U. S. C. 838a (b)) Congress specifically said that its purpose in authorizing 
the transmission lines was: 

“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups.” 

It would seem that the preference provision of the acts, in conjunction with 
the avowed purpose to encourage the widest possible use of all electric energy 
that can be generated and marketed would have sufficiently revealed the desire 
of Congress to prevent the monopolization of the power. However Congress 
spelled it out so that there could be no mistake about it: “to prevent monopoli- 
zation thereof by limited groups.” 

The purpose of Congress to prevent the monopolization of the power by 
limited groups was carried forward into Section 5 of the Flood Control Act of 
1944. It not only again gave preference to public bodies and cooperatives, and 
authorized the Government to construct or acquire transmission lines from 
funds to be appropriated by Congress, but in the very delegation to the Secretary 
of the interior of authority to sell the power, it repeated, in substance, the 
purposes quoted from the Bonneville and Ft. Peck Acts. Thus, it said: 

“Electric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
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not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business principles, the rate 
schedules to become effective upon confirmation and approval by the Federal 
Power Commission.” 

Although the quoted language from the Bonneville and Ft. Peck Acts should 
be accorded considerable weight in arriving at the intent of Congress in the 
Flood Control Act of 1944 because the statutes are in pari materia (United 
States vs. Stewart, 311 U. S. 60, 61 S. Ct. 102, 85 L. ed. 40; British American Oil 
Producing Co. vs. Board of Equalization, 299 U. S. 159, 57 S. Ct. 132, 81 L. ed. 95) 
it has an extraordinary significance in the construction of Section 5 of the 
Flood Control Act. As that Act was introduced in the House of Representa- 
tives, it did not contain the preference provision which now comprises Section 
5 of the Act. That Section was added as an amendment by the Senate Com- 
mittee on Commerce (Senate Report No. 1030, 78th Congress, 2nd Session) and 
after considerable debate and minor changes by the Senate and by the Con- 
ference Committee of both Houses (Conference Report No. 2051, 78th Congress, 
2nd Session) was finally adopted in its present form. In explaining the Senate 
amendment and Conference changes to the House, Representative Will M. Whit- 
tington, from Mississippi, the author of the Bill and its sponsor in the House 
of Representatives stated : 

“The House will also recall that when this Bill passed the House there was no 
provision for the present disposition of power generated in any of the dams 
authorized to be constructed by the War Department. There was a great deal 
of debate in the Senate with respect to that question. The so-called Bailey 
power amendment was debated at length. The Conference Agreement provides 
for the disposition by the Secretary of the Interior of the surplus power gener- 
ated at the project under the control of the War Department in substantially 
the same language which now obtains in legislation previously passed by the 
Congress for the disposition of power at Bonneville, at Fort Peck, and under 
executive orders for the disposition of power in the southwest at the reservoir 
at Dennison, Pensacola, and Norfolk with amendments to the language as agreed 
to in the conferences to the Senate Amendment” (90 Cong. Rec. 9281). 

Other similar comparisons of Section 5 to the Bonneville and Fort Peck Acts 
were made by Mr. Whittington on the floor of the House (90 Cong. Rec. 9281- 
9283). 

These statements by the author and sponsor of the legislation in the House 
of Representatives and which went unchallenged on the floor of the House show 
clearly that Section 5 of the Flood Control Act had the same purposes as the 
comparable provisions of the Bonneville and Fort Peck Acts which included 
preventing the monopolization of the power from public projects by limited 
groups. United States vs. Great Northern Railway Co., 287 U. S. 144, 
53S. Ct. 28, 77 L. ed. 223 (Richbourg Motor Co. vs. United States, 281, 528, 50 
S. Ct. 385, 74 L. ed. 1016; United States vs. United Mine Workers of America, 
330 U. S. 258, 67 S. Ct. 677, 91 L. ed. 834; Chicago, Minnesota, St. Paul € 
Pacific R. Co. vs. Acme Fast Freight, Inc., 336 U. 8. 465, 69 S. Ct. 692, 98 L. ed. 
817). 

There are other significant features of the legislative history of the Flood 
Control Act of 1944 which confirm this view. In the passage of the Bill 
through the Senate an amendment was proposed, debated at length, put 
to a vote and rejected. That is a circumstance to be weighed along with others 
if ambiguity can be said to exist (For vs. Standard Oil Company of New Jersey, 
294 U. §. 87, 55 S. Ct. 338, 79 L. ed. T80: United States vs. St. Paul, Minneapolis 
é Manitoba Railway Co., 247 U. S., 38 S. Ct. 525, 62 L. ed. 1130). 

After the Senate Committee on Commerce had recommended amending the 

sill by adding Section 5 in substantially its present form, Senator Bailey, of 

North Carolina, with Committee approval proposed an amendment by striking 
all of the Committee Amendment after the word “cooperatives” and inserting 
new language thereafter so that the amendment would read as follows: 

“Electric power and energy generated at reservoir projects under the control 
of the War Department and in the opinion of the Secretary of War not required 
in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
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mission. Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives. The sale of such electric power as may be 
generated at reservoir projects shall be made at the point of production, without 
special privilege or discrimination, so as to provide for the complete coordination 
of such power and energy with other power developments, both private and 
public, in the area contiguous to such projects. It shall be stipulated in connec- 
tion with any sale that any and all savings realized by the purchasers shall be 
passed on under Federal regulations where no State regulation exists, to the 
consuming public; Provided, that unless 90% of the firm power produced at such 
project shall be demanded or purchased within three years after completion 
of construction of such projects, the Secretary of the Interior is authorized to 
construct transmission lines for the purpose of selling such power at wholesale” 
(90 Cong. Rec. 8232). 

Harold L. Ickes, Secretary of the Interior, wrote to Senator Barkley, of 
Kentucky, regarding the Bailey amendment which letter was read on the floor 
of the Senate. He said in part: 

“My attention has been called to the amendment that Senator Bailey intends 
to propose on the Flood Control Bill (H. R. 4485). That amendment would 
result in a fundamental reversal of the sound, traditional policies of the Congress 
with respect to the sale of Federal power. By restricting the construction of 
transmission facilities, it would place the Government in a poor bargaining 
position in the sale of its power and would permit the private utility in the 
vicinity of each dam to monopolize, on its own terms, the power produced at 
the Federal project. Rather than giving the customary preference to public 
agencies and farmers’ rural electric cooperatives in the disposition of public 
power, the effect of the amendment would be to foreclose these public and non- 
profit agencies from securing the power. The amendment would therefore result 
in lower income to the Federal Government and in higher power rates to the 
farmers and other consumers who might otherwise be benefitted from the Federal 
power developments. * * * 

“Disposition of power generated at Government projects under public power 
policies, such as sales preferences for municipalities and other public agencies 
and for farm cooperatives on reclamation projects. Subsequently the Congress 
has reiterated and extended these policies in the Tennessee Valley Authority, 
Bonneville, and Fort Peck Acts and in the Reclamation laws. I cannot believe 
that the Congress will want to overthrow these sound policies that have been 
embedded in our laws and have resulted in promoting the industrial development 
of the West and South and in the protection of the consumers in those areas. 
The policy of the proposed amendment would deprive the ultimate consumer of 
the benefits of low-cost electric energy produced at public projects and would 
permit their monopoly by a few private utilities” (90 Cong. Rec. 8315). 

It was pointed out by Senator Downey that the portion of the amendment 
suggested by Senator Bailey would directly nullify the first part of the amend- 
ment which provided that preference in the sale of such power and energy shall 
be given to public bodies and cooperatives (90 Cong. Ree. 8328). 

Senator Aiken asserted that the amendment would not only put a stop to 
any expansion of cooperative distribution lines but would mean that undoubtedly 
many of them would be forced eventually to give up the ghost and go back to 
some private utility system, even in territories which the private companies 
absolutely refused to serve a few years ago (90 Cong. Ree. 8328). 

Senator Hill pointed out to the Senate, as had Secretary Ickes that the amend- 
ment would not only deny any preference but even an equal opportunity to the 
public power bodies or the rural cooperatives to buy any of the power and 
would constitute a reversal of Congressional policy which had been in effect since 
1906 (90 Cong. Ree. 8335). 

Senator Ellender gave the Senate a résumé of the various Acts of Congress 
in which its policy with respect to the development of power had been declared 
and said: 

“The proposed amendment would limit the Federal Government to a single 
purchaser who would be in a position practically to dictate terms. In other 
words, the Federal Government would be placed in the position little better 
than that of building power projects for private monopolies. The Sections 
from the various Acts placed in the Record a few months ago by me are clearly 
designed to avoid such a situation and the decision of the Supreme Court in 
the Ashwander case, involving the TVA, recognized the right of the Federal 
Government to full opportunity to market its power in such a way as best to 
serve the public interest” (90 Cong. Ree. 8360). 
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There were a number of other statements during the debates of the same 
tenor. These statements are important because of the remarkable unanimity 
of opinion in the Senate regarding the purpose and effect of the Bailey amend- 
ment. Thus, in responding to the letter of Secretary Ickes, Senator Bailey 
said: 

“* * * Tn his letter I think the Secretary of the Interior says we would be 
putting the rural electric lines in a bad position. That is not the case at all, 
Mr. President. The rural electric lines will be able to buy the power just the 
same as anyone else will be. The power lines will be able to buy it the same 
as anyone else will. The amendment provides that any profit or savings shall 
be passed on to the consumers. Anyone else will be able to buy the power, 
just as he wishes, and will be able to distribute it. Of course, that will put 
the power in the hands of the local power companies, where they can use it, 
if they extend their transmission lines to the dam and get the electrical power 
and distribute and sell it; and we would help them to that extent, because we 
would build a great dam for it. But the power must be distributed in either 
one way or the other. We can either distribute it by means of the Federal 
Government, with the resultant destruction of free enterprise, or we can dis- 
tribute it through free enterprise. Senators can make their choice about that. 
I have made mine.” [Emphasis supplied.] (Cong. Rec. 78th Congress, 2nd 
Session, Vol. 90, page 8396. ) 

This legislative history of Section 5 of the Flood Control Act of 1944 is 
significant for several reasons. 

The Congressional debates should be considered as reflecting light upon the 
general purposes of the Statute and the evils which it sought to remedy (Hum- 
phrey’s Executor vs. United States, 295 U. S. 602, 55 S. Ct. 869, 79 L. ed. 1611; 
United States vs. C. I. 0., 335 U. S. 106, 68 S. Ct. 1849, 92 L. ed. 1849). 

Throughout the debates it was conceded that the purpose of the Bailey Amend- 
ment requiring the sale of the power at the point of production without special 
privilege or discrimination would be to put the power into the hands of the 
private power companies if they would extend their transmission lines to the 
dam. Even though Senator Bailey agreed to a modification of his amendment 
which would have permitted the Secretary of the Interior to construct trans- 
mission lines for the purpose of selling the power at wholesale if 90% of the 
firm power had not been purchased upon completion of construction of the 
project (90 Cong. Rec. 8361), the Bailey Amendment was overwhelmingly 
rejected by the Senate (90 Cong. Rec. 8369). 

Congress is not only presumed to have been familiar with the prior legisla- 
tion on the subject, and to have passed the new Act in view of the legislation 
already enacted (St. Louis, Iron Mountain & Southern Railway Company vs. 
United States, 251 U. S. 198, 40 St. Ct. 120, 64 L. ed. 225) but the Secretary of the 
Interior who was charged with the administration of the laws, members of 
the Senate during the debates, and the author of the Bill in the House specifically 
called the previous legislation to the attention of Congress so that a consistent 
policy would be followed. It was pointed out that sales preference for munici- 
palities and later public bodies and farm cooperatives had been a basic tenet of 
government power policy since 1906 when Congress first authorized de- 
velopments on reclamation projects. In the recent Acts, which were specifically 
referred to, it was definitely asserted that the purpose of Congress was to avoid 
monopolization of the power by limited groups. Accordingly, as Section 5 of the 
Flood Control Act does not show a plain purpose (or any purpose) to change 
that policy, it must be taken as intended to fit into the existing system of related 
legislation which established that policy and to be carried into effect conformably 
to it (Routeman vs. Williard Storage Battery Company, 291 U. S. 386, 54 S. Ct. 
443, 78 L. ed. 859; United States vs. Arizona, 295 U. S. 174, 55 S. Ct. 666, 79 L. ed. 
1871). 

It is of particular significance that the Secretary of the Interior, who is the 
Federal administrative officer affected by Section 5 of the Flood Control Act, since 
it would become his duty to apply and enforce it, pointed out that the change 
sought to be effected by the Bailey Amendment would constitute a reversal of 
the sound, traditional policies of Congress with respect to giving public agencies 
and farmers rural cooperatives preference in the sale of Federal Power, and would 
permit its monopoly by a few private utilities (Shapiro vs. United States, 335 
U.S. 1, 68 St. Ct. 1375, 92 L. ed. 1787: United States vs. American Trucking Asso- 
ciation, Inc., 310 U. 8. 534, 60 S. Ct. 1059, 84 L. ed. 1845; Kern River Company vs. 
United States, 257 U. S. 147, 42 S. Ct. 60, 66 L. ed. 175; Adams vs. United States, 
319 U. S. 312, 63 S. Ct. 1122, 87 L. ed. 1421; Norwegian Nitrogen Products Co. vs. 
United States, 288 U. S. 294, 53 S. Ct. 350, 77 L. ed. 786). 
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It is apparent, therefore, from the plain language of the statute and from the 
overwhelming extrinsic evidence, that the evil which Congress foresaw and 
sought to remedy by Section 5 of the Flood Control Act, and by the other Acts 
relating to the sale of public power, was the monopolization of that power by 
a limited number of privately owned utilities, thus defeating the preference it 
wishes to accord public bodies and cooperatives. Obviously Congress was not 
dealing with the monopolization of the power in the sense that certain monopolies 
are defined and condemned by Federal penal statutes. There would have been 
no need for additional preventative legislation directed to such monopolies. A 
statute should not be construed to have done a vain and useless thing (Arm- 
strong Paint & Varnish Works vs. Nu-Enamel Corporation, 805 U. 8. 815, 69 S. Ct. 
191, 838 L. ed. 196; Clark vs. Barnard, 108 U. S. 436, 2 S. Ct. 878, 27 L. ed. 780). 

The term was used in the debates and in the legislation dealing with the sale of 
public power in its common and ordinary acceptation. It is defined by Webster 
as meaning: 

“1, Exclusive control of the supply of any commodity or service in a given 
market; hence any public use in such control in a given market as enables the 
one having this contro] to raise the price of a commodity or service materially 
above the price fixed by free competition.” 

This purpose of Congress, to prevent the monopolization of the power by limited 
groups necessarily brings into focus the status and activities of the Georgia 
Power Company in relation to the disposal of power from public projects, and 
particularly from Clark Hill. 

The evil which Congress anticipated and sought to prevent is exactly what 
the Georgia Power Company is now seeking, and has consistently sought to 
create. It has professed cooperation to the fullest extent in the improvement 
of our waterways and in bringing the benefits of Federal power to the persons 
and the groups intended by Congress. (See statement of Harlee Branch before 
subcommittee of the Committee on Appropriations, H. R. 88rd Cong., Ist Sess., 
Part 4, p. 358.) The record does not support that assertion. 

The Georgia Power Company is a subsidiary of the Southern Company, which 
also controls the Alabama Power Company, the Gulf Power Company, and the 
Mississippi Power Company. 

In 1936 the Georgia Power Co. sought to enjoin the T. V. A. from erecting < 
transmission line to a cooperative in Georgia, from constructing any trans- 
mission or distribution lines in Georgia, and prayed a declaration that the 
attempted business of T. V. A. in Georgia was illegal. The injunction and 
declaration were denied May 28, 1936. Georgia Power Company vs. Tennessee 
Valley Authority, 14 F. Supp. 6738. On the following day the Georgia Power 
Company in conjunction with eighteen other power companies filed suit against 
the T. V. A. and others in a State Court of Alabama and also in the Chancery 
Court in Knoxville, Tennessee. The Alabama case was dismissed by the 
complainant on the day before the date set for hearing and the Tennessee case 
was subsequently removed to the Federal Court for that District. J ennessce 
Electric Power Co. vs. Tennessee Valley Authority, 306 U. S. 118, 59 S. Ct. 
366, L. ed. 548. This action, taken in spite of the adverse judgment of the 
District Court in which its original action was brought was characterized by 
that Court as “harassing, veratious and unnecessary’ (italic added), 
and the Georgia Power Company and its solicitors were enjoined from taking, 
authorizing, or permitting any action to enforce the decree entered by the 
District Court for the Eastern District of Tennessee and from continuing in 
any manner with or maintaining such proceedings. Georgia Power Company 
vs. Tennessee Valley Authority, 17 F. Supp. 769. 

The Savannah River Electric Company, a subsidiary of the Georgia Power 
Company, in 1928 applied for and secured from the Federal Power Commission 
a license to construct a dam and hydroelectric power project at Clark Hill on 
the Savannah river in South Carolina and Georgia. Construction was never 
commenced and in 1932 the license was surrendered. The Flood Control Act 
of 1944, 58 Stat. 387, authorized the construction of the Clark Hill Project by 
the United States and under the Deficiency Appropriation Act of 1946, 59 
Stat. 632, a lump-sum appropriation included $1,000,000.00 which had been 
budgeted to Clark Hill. In the War Department Civil Appropriations Act 
approved May 2, 1946, 60 Stat. 160, another lump sum appropriation included 
$4.500,000.00 budgeted for this purpose. Thereupon the Savannah River Electrie 
Company on August 28, 1946, filed application for a license to construct the 
Clark Hill project which application was dismissed by the Federal Power Com- 
mission on January 14, 1947. The Power Company sought to reverse the dis- 
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missal, Savannah River Electric Company vs. Federal Power Commission, 164 
F. 2d 408. 

At the last three sessions of Congress representatives of the Power Company 
have appeared before Congressional Appropriations committees to oppose appro- 
priations for the purpose of planning, constructing, or acquiring facilities designed 
to carry public power in Georgia to public bodies and cooperatives 

On March 24, 1950, three days after the creation of the Southeastern Power 
Administration, the Power Company submitted to the newly appointed Admin- 
istrator a plan for the integration and distribution by the Southern Company 
Group of any power and capacity that might be available from the Clark Hill, 
Buford, and Jim Woodruff reservoir projects, and any subsequent government 
reservoir projects in the service areas of the four companies comprising the 
Southern Company group. We now see the Georgia Power Company, which has 
constructed transmission lines to the Clark Hill project, telling the Government 
that it is the only customer with whom the Government can contract under 
the statute. As stated by its representatives, Mr. Charles A. Collier at the 
hearing on September 1, 1953, before Assistant Secretary Aandahl: 

“To the first proposal which involves the Company agreeing to wheel and 
firm energy, our position has been and always and consistently so, that we 
were not willing to wheel nor are we willing to dedicate facilities for firming 
of some one else’s capacity.” 

“That was our position with the Federal Government.” 

“Certainly, we would not deviate from that position to substitute someone 
in lieu of the Federal Government.” 

“So, as far as our answer to the first problem is concerned the answer is that 
we are not a willing partner to any such arrangement, and that is out.” 

Thus the Power Company would become the preference customer. Congres- 
sional policy for decades would be reversed. The law would be frustrated. 
This is the very monopolization which was foreseen and referred to by Congress ; 
it is the evil which Section 5 of the Flood Control Act of 1944 was intended to 
prevent. 

If construction of the statute is necessary, the answer will be found in the 
ends which Congress sought to achieve in the particular conditions which were 
expected or foreseen (Norwegian Nitrogen Products Co. vs. United States, 238 
U. S. 294, 58 S. Ct. 350, 77 L. ed. 796). 

The Power Company has contended that its proposal will result in lower rates 
to the consumer than the proposal of the G. Kb. M. C. because it will charge only 
the “bare bone” cost for transmission. We do not believe and do not concede 
that its proposal will result in lower rates. However, it is significant that the 
Bailey Amendment which provided for the sale of the power at the point of 
production also provided that any and all saving realized by the purchaser must 
be passed on under Federal regulations, where no State regulation existed, 
to the consuming public. The whole amendment was rejected. Thus Congress 
did not believe that lower rates should justify monopolization or defeat prefer- 
ence to public bodies and cooperatives. That is also implicit in the language 
of the statute itself. The sentence granting preference to public bodies and 
cooperatives is not expressly qualified or limited by any other provision of the 
statute. However, the provision requiring the Secretary of the Interior to 
dispose of the power and energy in such manner as to encourage the most wide- 
spread use thereof at the lowest possible rates to consumers is specifically 
limited by a provision that these requirements must be consistent with sound 
business principles. Having so effectively expressed its purpose in this and 
other related statutes to prevent the monopolization of the power by limited 
groups, Congress could not have considered such monopolization a “sound busi- 
ness principle.” It had specifically denounced monopolization of public power 
in the earlier Acts after which Section 5 of the Flood Control Act was patterned. 
It had sought to prevent it by authorizing the construction of transmission lines 
and by giving preference to public bodies and cooperatives. We do not believe 
it is necessary to remind the Secretary of the many other Federal statutes aimed 
at prohibiting monopolies. It is not uncommon for monopolies to temporarily 
reduce prices until they obtain exclusive control of the commodity or the service 
in the market, just as the Power Company is now offering to transmit the power 
at the “bare bone” cost. The Federal Supreme Court has stated: 

“Trade or commerce under those circumstances may nevertheless be badly 
and unfortunately restrained by driving out of business the small dealers and 
worthy men whose lives have been spent therein, and who might be unable 
to readjust themselves to their altered surroundings. Mere reduction in the 
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price of the commodity dealt in might be dearly paid for by the ruin of such 
a class, and the absorption of control over one commodity by an all-powerful 
combination of capital’ (United States vs. Trans-Missouri Freight Association, 
166 U. S. 290, 17 S. Ct. 540, 51 L. ed. 1007. See also: Fashion Originators Guild 
of America, Inc., vs. Federal Trade Commission, 312 U. 8. 457, 61 S. Ct. 702, 
85 L. ed. 949). 

The language of the Bonneville and Ft. Peck Acts, the letter of Secretary Ickes, 
and the debates in the Senate were prophetic when applied to the present con- 
troversy. It was foreseen by Congress. That is why Congress limted the lan- 
guage directing the Secretary to dispose of the power in such manner as to en- 
courage the most widespread use thereof, at the lowest possible rates to con- 
sumers, so that it must be consistent with sound business principles. 

If the phrase “sound business principles” is construed to preclude a monopo- 
lization of the power by limited groups, there will be no contlict between the pro- 
visions of the Statute, even in a situation where a private power company, one 
of an affiliated group of such companies has made a proposal which will result 
in a sale to the ultimate consumer at a rate slightly lower than can be met by 
the preference customers. The sale of the power to the preference customers 
will effectuate the preference clause. At the same time it will not violate that 
provision which provides for a disposal of the power at the lowest possible rates 
to consumers consistent with sound business principles because the sale to the 
private power company would result in the monopolization of the power and 
violate the basic purpose of the Act. The preference and rate sections are hot 
inconsistent. They should not be so construed (Helvering vs. Credit Alliance 
Corp., 316 U.S. 107, 62 S. Ct. 989, L. ed. 1807 ; United States vs. Fowier, 302 U.S. 
540, 58 8S. Ct. 3538, 82 L. ed. 413 

On the contrary, if the Statute is constrned to permit the Secretary to accept 
an offer of the Power Company merely because its proposal would result in u 
slightly lower rate to the ultimate consumer, and regardless of monopolization, 
the result would be to render the preference provisions of the Statute almost 
wholly ineffective and inefficient. The preference provision would then apply 
only when the preference customers submitted a proposal under which the con 
sumers would get the power at an equal or lower rate than that available to 
them under the private power contract. Obviously, if lower rates were intended 
to be the chief criterion, the customer submitting the proposal! resulting in the 
lowest rates to consumers would get the power, whether that customer be power 
company, public body or cooperative, because of the provisions of the Statute 
directing disposition of the power at the lowest rates to consumers consistent 
with sound business principles. The same provision would also largely contro! 
where the rates to the ultimate consumers would be the same under both pro- 
posals, because the sale to public bodies and cooperatives would then avoid 
monopolization of the power and be consistent with sound business principles 
The preference provision would be of little use or value. 

All the words used in the Statute should be given their proper signification and 
effect (United States vs. Lerington Mill & Blevator Company, 232 U. S. 399, 
34 8S. Ct. 337, 58 L. ed. 658; McDonald vs. Thompson, 305 U.S. 2635, 59 8S. Ct. 176, 
83 L. ed. 164). 

If possible, effect should be given to every clause and part of a statute 
(D. Ginsberg & Sons, Inc., vs. Popkin, 285 U. S. 204, 52 8S. Ct. $22, 76 L. ed. 
704). 

The Statute should not be construed in such a manner as to render it partly 
ineffective or inefficient if another construction will make it effective (United 
States vs. Powers, 307 U. 8S. 214, 59 S. Ct. 805, 88 L. ed. 1245; Shapiro vs. United 
States, 335 U.S. 1, 68 8. Ct. 1875, 92 L. ed. 1787). 

Nor should it be construed to have done a vain and useless thing (Clark et al, 
vs. Bannand et al, supra: Armstrong Paint & Varnish Works vs. Nu Enamel 
Corporation, supra). 

The reasons and supporting authority cited should be sufficient to dispose of 
any contention by the Power Company that it should be preferred in the sale 
of the power because (as it contends) its proposal is more consistent with sound 
business principles. However, there are other basic principles of statutory 
construction which require the same conclusion. 

If there is any clash between that provision of the Statute which directs the 
disposal of the power in such manner as to encourage the most widespread 
use at the lowest possible rates to consumers consistent with sound business prin 
ciples and that which requires preference to be given to public bodies and co 
operatives, the latter must control. It was directed specifically to the aecomplish- 
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ment of a public purpose; that of supplying power without profit from public 
power projects to public agencies and to rural residents who had been denied 
power on account of prohibitive costs. The other provision of the Section under 
which the privately owned Power Company finds the basis for its claim, directing 
the disposal of the power by the Secretary of the Interior in not so specifically 
and immediately devoted to the public welfare. It is not directed to the relief of 
an underprivileged group or to the aid of public bodies, but permits the sale of 
the power on the open market, at a profit to the purchaser, under certain specific 
conditions. Accordingly, when the conflict in offers under the respective pro- 
visions of the Statute occurs, public rights must be preferred to private rights 
(Mills, et al vs. County of St. Clair, et al, 49 U. S. (8 How.) 569 12 L. ed. 1201; 
Virginia Ry. Co. vs. System Federation No. 40,300 U. 8. 515, 57 S. Ct. 392, 81 L. ed. 
789). 

Not only should public rights be preferred in the construction of the Statute, 
but public bodies and cooperatives have been granted substantial rights under it; 
that of being preferred in the sale of the power. If any ambiguity exists, or if 
a clash occurs between that and another provision of the Statute it should not 
be resolved so as to imperil those preference rights. One portion of a Statute 
should not be construed to annul or destroy what has been clearly granted by 
another (Young vs. Higbee Company, 324 U. S. 204, 85 S. Ct. 594, 89 L. ed. 890; 
Peck vs. Jenness, 7 How. (U. 8S.) 612, 12 L. ed. 841). 

In view of the Congressional purpose to prevent the monopolization of the 
power, which finds expression in the language of the Act and is demonstrated 
by so many extrinsic aids to construction, it is not surprising that on January 2d, 
1953, the then Secretary of the Interior ruled that the very proposal which the 
Power Company now offers was illegal. In addition to the reasons which already 
have been discussed in this memorandum, he pointed out other convincing reasons 
why the proposal of the Power Company would violate the intent and the pro- 
visions of Section 5 of the Flood Control Act. 

The Secretary recognized that he could not delegate nor surrender to the 
Power Company the responsibility imposed upon him by Congress of giving 
preference in the sale of the power to public bodies and cooperatives. If all of 
the power were sold by the Government to the Georgia Power Company, the 
public bodies and cooperatives would have to depend upon the Power Company 
for both their preference and their power. Under the Power Company's offer 
the Government, with the consent of the Power Company, could designate prefer- 
ence customers, but it would have no power with which to effectuate the prefer- 
ence (except by withdrawing limited amounts upon very advance notice) and 
would have to depend upon the Power Company to do so. The Secretary would 
deliberately and voluntarily make it impossible for him to perform the Congres- 
sional mandate. 

The Secretary pointed out that under the Power Company proposal the contract 
and the rates charged the preference customers by the Power Company would be 
subject to the approval of the Georgia Public Service Commission. While the 
Federal Government would not be subject to such regulation, it could be left 
with large blocks of power on its hands and with no facilities for transmitting 
it to the preference customers. G. E. M. C. and its members are exempt from 
such regulation. 

It was also observed by the Secretary that the Power Company proposal would 
limit the preference customers during the life of the contract to 70,000 KW, or 
one-half of the capacity sold to the Power Company, so that there would be no 
power with which to supply the growing needs of these customers. The Power 
Company, in a reply to the Secretary, vigorously challenged this interpretation 
of the Act, asserting that to so construe it would “put the Federal Government 
fully and completely into the public utility business.” However, Congress, who 
wished the benefits of public power to go first to public bodies and cooperatives 
would not have intended to limit the preference customers to those in existence 
and seeking the power on the day the project began generating. Certainly it 
did not say so. Neither did it intend that the load sold to preference customers 
should be limited to the initial capacity taken by them. It knew that as rural 
areas gradually became familiar with the benefits of electricity, and installed 
more electric labor saving machinery and conveniences on farms and in dairies 
and homes, the consequent need for power would substantially increase. It 
intended the preference customers to have the benefit of all the surplus power and 
energy produced at the multipurpose public projects if they desired it and would 
utilize it. It granted preference “in the sale of such power and energy.” There 
were no restrictions in the language of the Statute. The power companies urged 
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a similar restrictive interpretation of the R. E. A. Act in Kansas City Power € 
Light Company, et al., vs. McKay, Civil Action No. 4276-50, U. S. D. C. for the 
District of Columbia, decided June 17, 1953. The Court said: 

“Although Plaintiffs apparently have no quarrel with the practice under which 
the Administrator has made loans for the construction of distribution lines which 
meet the present requirements of only certain rural residents in an area, they 
do challenge the REA practice of making successive loans to the cooperatives 
over a period of years which would enable the borrowers to construct an electrical 
system to meet the increasing power requirements of its members, who are 
presently being served, as well as to supply the demand for service from new 
consumers in the surrounding area who would be denied such service, except for 
the assistance of the REA. 

“In this connection it must be borne in mind that the REA Act of 1936, as its 
name implies, was legislation designed to carry into effect a governmental policy 
by means of which the benefits of electrical energy and accompanying electrical 
facilities might be made readily available, as they had not, hitherto, been so 
made available, to individuals in rural areas. It was designed to remedy a 
deficiency in the life and economy of the rural population of the nation. Arkansas 
Valley Cooperative Rural Electric Co. vs. Elkins, 200 Ark. 883, 141 S. W. 2nd 
583 (1940). Consequently, the Court has not been persuaded that it was in- 
tended that rural residents, upon receiving an ER loan, should be barred from 
further participation in the advantages and opportunities offered in the RE 
program.” 

The Court further held: 

“In like manner it is clear to the Court, in view of the rule laid down in 
Ashwander vs. T. V. A. (297 U. S. 288, 56 S. Ct. 466, 80 L. ed. 683) that the 
purchase of thermal energy generated at the steam plants of the cooperatives, 
which purpose is reasonably incidential to the integration of hydroelectric power 
generated at the Reservoir Projects, is not prohibited by the provisions of the 
Flood Control Act, but rather is within the scope of its provisions and in accord 
with its purpose.” 

The Georgia Power Company also urged a similar objection to the T. V. A. 
Act. In Georgia Power Company vs. T. V. A., 14 F. Supp. 673, Judge Sibley 
said: 

“Its activities in selling electric power as pointed out in Ashwander, et al., vs, 
Tennessee Valley Authority, 56 S. Ct. 466, 80 L. ed. 638, rest on the constitutional 
right of the United States to dispose of their property. That decision settles 
that electric energy generated at Wilson Dam and not needed for governmental 
purposes may be sold under authority of Congress, and that to effect sale trans- 
mission lines may be bought or built to a market for it, and this was held 
although evidently the contemplated sale was not a transient or casual one, but 
a continuous operation amounting to a business.” 

Again he said: 

“A policy is expressed of promoting the use of electricity on farms within 
a reasonable distance of transmission lines, and of constructing transmission 
lines to farms and small villages not otherwise supplied with electricity at 
reasonable rates. Thus to encourage the development of a new market for 
electricity, rather than to invade an old one seems to be most considerate of 
existing interests and not of any detriment to the State. That the new market 
is small and not immediately profitable to the seller of electricity is for the 
consideration of Congress. The policy of selling by preference to those who 
though middlemen pass all profits to the consumer does not discriminate 
against most power companies, but it seems to me to be within a seller’s right 
to choose his customers.” 

Of course, neither Congress nor the Secretary have undertaken to provide for 
the present or further requirements of preference customers in excess of that 
necessary to dispose of the power from the multipurpose public dams. Howveer. 
Congress has granted public bodies and cooperatives preference as to all of 
that power. 

Because it was pointed out in the Secretary’s ruling on the Georgia Power 
Company proposal that it violated the power policy of the Department which was 
then in effect it should be observed that the proposal is also at variance with the 
Interior Department’s recently announced new power policy. That policy under- 
takes to give full force and effect to the preference clause of Section 5 of the Flood 
Control Act of 1944 and to those of the other comparable statutes. Thus para- 
graph 3 of the statement of policy asserts: 

“The Department of the Interior will operate the Federally owned generati! 
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and transmission facilities under its control for the benefit of the general public, 
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and particularly of the domestic and rural customers, and the Department will 
give preference and priority to public bodies and cooperatives in disposing of 
electric enrgy generated at Federal plants. It will be the policy of the Depart- 
ment to dispose of power, remaining after provision for existing preference cus- 
tomers to privately owned public utilitis serving domestic and rural customers in 
the area.” 

Certainly this announcement of policy does not contemplate sale of all of the 
power generated at the Federal projects to a privately owned company upon 
which the preference customers in turn will be dependent for their power require- 
ments. This is substantiated by paragraph 2 of the statement of policy relating 
to transmission facilities which provides: 

“The Department of the Interior will construct and operate transmission lines 
that are economical, feasible and necessary for proper connection and operation 
of Federally owned generating plants. Transmission facilities will also be built 
and operated ot carry power to load centers within economic transmission dis- 
tances unless other public or private agencies have or will provide the necessary 
facilities upon reasonable terms. These terms shall generally be such that the 
Federally produced power will be made available to customers at costs not higher 
than would result from the construction of transmission facilities by the Federal 
government.” 

Thus it appears that the policy contemplates either the construction and opera- 
tion of transmission lines or the use of transmission facilities provided by others 
upon reasonable terms. A power company which refused to permit its trans- 
mission facilities to be utilized except to transport power which was sold to it 
would not be “supplying” those facilities to the Government, to the preference 
customers to Whom a portion of the power was resold, nor to anyone except itself. 
This is confirmed by the “statement relative to power poliey of the Department of 
the Interior’ which accompanied the release of the Department’s power policy 
and which asserted : 

“The new transmission line program is such that in combination with various 
wheeling agreements facilities will be available to transmit all power from recla- 
mation or army hydro-electric plants now under construction as soon as they are 
placed in operation.” [Italic added. ] 

The new power policy does not appear to contemplate a capitulation by the 
Government to a private power company of all of the surplus power generated 
at the Federal projects merely because the private power company refused to 
make its transmission facilities, already erected, available upon reasonable 
terms for moving the power to the preference customers. Such a policy would 
be unworthy of the Secretary of the Interior and will not be attributed to him. 

It is the position of the G. E. M. C. that when it as a nonprofit cooperative 
membership corporation organized under the laws of Georgia composed of 37 
rural electric cooperative members offers to purchase the power at the dam 
from the Government at the price fixed by the Government, the facts require 
the application by the Secretary of the preference provision of Section 5 of the 
Flood Control Act of 1944. The transmission of the power would be G. E. M. C.’s 
problem and not the Government’s, however, it wishes the Secretary to be 
fully advised. It would undertake to work out an agreement with the Georgia 
Power Company. The G. E. M. C. does not believe and is not willing to anti- 
cipate that in the event its proposal to purchase the power is accepted the 
Georgia Power Company, which is a public utility exercising substantial rights, 
privileges, and benefits given to it by the public, including the power of eminent 
domain, will so far disregard its corresponding obligations to the public as to 
refuse to carry the power to the preference customers over its transmission 
facilities for a reasonable compensation. In the event that the Power Company 
did refuse to wheel the power for a reasonable compensation, the G. E. M. C. 
would utilize the statutes adapted to meet that situation. Section 202 of the 
Federal Power Act, as amended (16 U. 8S. C. 824a (b)) provides: 

“Whenever the Commission, upon application of any State commission or of 
any person, engaged in the transmission or sale of electric energy, and after 
notice to each State commission and public utility affected and after oppor- 
tunity for hearing, finds such action necessary or appropriate in the public 
interest, it may by order direct public utility (if the Commission finds that no 
undue burden will be placed upon such public utility thereby) to establish 
physical connection of its transmission facilities with the facilities of one or 
more other persons engaged in the transmission or sale of electric energy, to 
sell energy to or exchange energy with such persons: Provided, That the Com- 
mission shall have bo authority to compel the enlargement of generating 
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facilities for such purposes, nor to compel such public utility to sell or exchange 
energy when to do so would impair its ability to render adequate service to its 
customers. The Commission may prescribe the term and conditions of the 
arrangement to be made between the persons affected by any such order, in- 
cluding the apportionment of cost between them and the compensation or reim- 
bursement reasonably due to any of them.” 

Section 93-307 of the Georgia Code of 1933 provides in part: 

“The Public Service Commission shall have the general supervision of all * * * 
electric light and power companies within this State; and while it may hear com- 
plaints, yet the Commission is authorized to perform the duties imposed upon it 
of its own initiative and to require all common carriers and other public-service 
companies under its supervision to establish and maintain such public service 
and facilities as may be reasonable and just, either by general rules or by special 
orders in particular cases.” 

Applying the Section last quoted, the Georgia Public Service Commission 
(Georgia Public Service Commission vs. Georgia Power Company, 182 Ga. 706) 
required the Georgia Power Company to extend its transmission lines and supply 
power to the City of Andersonville, Georgia. The Court said: 

“A corporation organized to generate and supply hydroelectric power to the 
public and having a monopoly of such power in the section where it operates, has 
no authority to select customers or discriminate against the members of a class 
it has elected to service * * *. This public service company, from the evidence, 
enjoys commensurate profits by reason of its permissive operations in this State, 
and it will not be heard to complain because of the possibility of a small, isolated 
loss incurred in order to serve, as required by the commission, a member of a 
class, which class it has undertaken to serve in a territory in which it holds a 
practical monopoly. Moreover, the Public Service Commission was authorized 
to find from the evidence that the project required by the Order would entail no 
loss.” 

It is apparent that the proposal of G. E. M. C. contemplates that it must have a 
reasonable time to make arrangements for the transmission of the power if its 
proposal is accepted. What is a reasonable time depends upon all of the circum- 
stances of the particular case. Paine vs. Central Vermont Railroad Company, 
113 U. S. 152, S. Ct. 1019, 30 L. ed. 198. The circumstances here are that the 
G. E. M. C. would need time to negotiate with the Power Company, who has the 
only transmission line to the load center, for a transmission agreement or, in the 
event the Power Company refuses to enter into such an agreement upon reason- 
able terms, would require time to obtain a ruling from the proper regulatory body 
permitting use of such facilities upon the payment of adequate transmission rates. 

In several instances Congress has not only said that a reasonable time should 
be granted in order to protect the preference clause but also has expressed itself 
on what a reasonable time contemplates under similar circumstances. 

It is obvious at the outset that Congress did not consider the time required 
to obtain a ruling from a regulatory body as unreasonable since it provided in 
section 5 of the Flood Control Act that the rate schedule of the proposed contract 
should become effective only upon confirmation and approval by the Federal 
Power Commission. A similar provision is contained in most of the Acts or 
Statutes authorizing the sale of power from the multipurpose public projects. 

In the Boulder Canyon Project Act of December 21, 1928 (43 U. S. C. 617 d 
(c) Congress provided that preference to applicants for the use of water and 
appurtenant works and privileges necessary for the generation and distribution 
of hydroelectric energy or for delivery at the switchboard of a hydroelectric 
plant should be given first to a State for the generation or purchase of electric 
energy for use in the State and, for the purpose of carrying out the preference 
provision, said: 

“The rights covered by such preference shall be contracted for by such State 
within six months after notice by the Secretary of the Interior and to be paid 
for on the same terms and conditions as may be provided in other similar con 
tracts made by said Secretary: Provided, however, That no application of a 
State or a political subdivision for an allocation of water for power purposes or 
of electrical energy shall be denied or another application in conflict therewith 
be granted on the ground that the bond issue of such State or political subdi 
vision, necessary to enable the applicant to utilize such water and appurtenant 
works and privileges necessary for the generation and distribution of hyroelectric 
energy or the electrical energy applied for, has not been authorized or marketed, 
until after a reasonable time, to be determined by the said Secretary, has heen 
given to such applicant to have such bond issue authorized and marketed.” 
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In the T. V. A. Act of May 18, 1933 (16 U. S. C. 351k) Congress, also for the 
purpose of effectuating its preference provision, said: 

“Provided, That if any State, county, municipality, or other public or coopera- 
tive organization of citizens or farmers, not organized or doing business for profit, 
but primarily for the purpose of supplying electricity to its own citizens or 
members, or any two or more of such municipalities or organizations, shall con- 
struct or agree to construct and maintain a properly designed and built trans- 
mission line to the Government reservation upon which is located a Government 
generating plant, or to a main transmission line owned by the Government or 
leased by the board and under the control of the board, the board is hereby 
authorized and directed to contract with such State, county, municipality, or 
other organization, or two or more of them, for the sale of electricity for a 
term not exceeding thirty years; and in any such case the board shall give to 
such State, county, municipality, or other organization ample time to fully comply 
with any local law now in existence or hereafter enacted providing for the 
necessary legal authority for such State, county, municipality, or other organ- 
ization to contract with the board for such power * * *.” 

In the Bonneville Act of August 20, 1937 (16 U. S. C. 332 e (d)) which was 
one of the Statutes referred to by the author of the Flood Control Act as being 
the pattern for the preference amendment Congress provided: 

“It is declared to be the policy of the Congress, as expressed in this chapter, 
to preserve the said preferential status of the public bodies and cooperatives 
herein referred to, and to give to the people of the States within economic trans- 
mission distance of the Bonneville project reasonable opportunity and time to 
hold any election or elections or take any action necessary to create such public 
bodies and cooperatives as the laws of such States authorize and permit, and to 
afford such public bodies or cooperatives reasonable time and opportunity to 
take any action necessary to authorize the issuance of bonds or to arrange other 
financing necessary to construct or acquire necessary and desirable electric 
distribution facilities, and in all other respects legally to become qualified pur- 
chasers and distributors of electric energy available under this chapter.” 

Proposals of the Power Company for the purchase of Clark Hill power have 
been under consideration by the Interior Department since March 24, 1950, 3 days 
after the creation of Southwestern Power Adminisrtation as a regional agency. 
The proposal now being considered was put in definitive form as early as Sep- 
tember 11, 1951. 

In view both of the time required by the Interior Department for its negotia- 
tions and of the purpose of Congress to afford every reasonable opportunity and 
all reasonable time to preference customers to acquire and protect their preference 
rights we are confident that the Secretary of the Interior will not pay lip service 
to the preference provision while at the same time deliberately emasculating it 
by accepting the G. E. M. C. proposal but refusing to accord the necessary time 
to provide for the transmission of the power. The Government is fully pro- 
tected by the interim contract which can be extended for additional periods is 
has recently been done. 

Because of references by representatives of the Power Company at the hearing 
on September 1, 1953, and at other times, to G. E. M. C as a trade association or 
a skeleton organization with no customers and with no business, it may not be 
amiss to point out that G. E. M. C, meets every requirement for a preference 
customer under the Flood Control Act and has full charter and statutory author- 
ity to accomplish its proposal. 

Section 5 of the Flood Control Act does not undertake to define cooperatives 
because by 1944 when the Act was passed the term had a well defined and readily 
understood meaning in public power legislation. Thus the Reclamation Project 
Act of 1939 (48 USC 485 h (c)) provides that in the sale or lease of electric 
power under that Act “preference shall be given * * * to cooperatives and other 
nonprotit organizations financed in whole or in part by loans made pursuant 
to Sections 901-914 of Title 7 * * *.” Almost identical language was con- 
tained in the Water Service Act of 1939 (16 USC 590 z-7). The T. V. A. Act 
provided (16 USC 831 i) that preference should be given “cooperative organi- 
zations of citizens and farmers, not organized or doing business for profit but 
primarily for the purpose of supplying electricity to its own citizens or members.” 

The R. E. A. Act which was referred to in the Reclamation Act of 1989 and 
in the Water Service Act of that year provides for loans by the Administrator 
for rural electrification to persons, corporations, cities, territories, and subdivi- 
sions and agencies thereof, municipalities, peoples utility districts “and co- 
operative, nonprofit, or limited dividend associations, organized under the laws 
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of any State or territory of the United States, for the purpose of financing the 
construction and operation of generating plants, electric transmission and dis- 
tribution lines or systems for the furnishing of electric energy to persons in 
rural areas who are not receiving central station service.” (7 USC 904.) In 
the R. BE. A. Act the term “person” is defined as meaning “any natural person, 
firm, corporation, or association.” (7 USC 913.) Accordingly it was proper 
for a cooperative under that Act to have other cooperatives as its members. 

After the passage of the R. E. A. Act in 1936 a great many States enacted 
statutes authorizing the organization of nonprofit cooperative membership cor- 
porations for the purpose of taking advantage of the loans provided by the 
Federal laws. Georgia was one of those States. The Georgia Act (Ga. L. 1937, 
644-659) permits corporations organized under the law to become members of 
other corporations so organized. It provided that “A corporation organized 
under this Chapter may become a member of another such corporation and may 
avail itself of the facilities and services thereof.” (Ga. Code Supp. Sec. 34 
A-112.) Among the powers granted to corporations organized under the Act 
was the power “To furnish to member corporations organized under this Charter, 
electric energy, wiring facilities, electrical and plumbing equipment and services 
eonvenient or useful.” (Ga. Code Supp. Sec. 34 A-104.) 

The G. E. M. C. was organized under that Act and has the powers granted 
by it. It has as members 37 rural electric cooperatives also organized under 
that Act. It thus meets every requirement for a preference customer under 
Section 5 of the Flood Control Act. In Kansas City Power & Light Co. vs. 
McKay, Civil Action No. 4278-50, U. S. D. C. for the District of Columbia, de- 
cided June 17, 1953, the power companies challenged the federated cooperatives 
as merely “paper organizations.” The Court mentioned the contention but did 
not deem it worthy of discussion. It upheld the contracts entered into between 
the federated cooperatives and the R. E. A. and Southwestern Power Adminis- 
tration. That case also evidences that it will be no novelty for the Secretary of 
the Interior to contract with a rural electric cooperative composed of other 
rural electric cooperative members. 

In a conference between representatives of the Power Company and G. FE. M. C. 
before the hearing the Power Company questioned the right of G. E. M. C. to 
purchase the power at the Dam and resell it to the Power Company. It must 
be remembered that even if such a challenge were valid, it would only affect 
the alternate proposal of the G. E. M. C. and not its initial proposal which is 
still pending. The alternate proposal was made primarily for the purpose of 
meeting some of the extra legal objections made by the Power Company to the 
initial proposal in an effort to work out an amicable solution to the controversy 
without loss of the preference rights. The Power Company's objection to the 
alternate proposal demonstrates that its primary purpose is to substitute the 
Power Company for the public bodies and cooperatives in the preference clause 
of the Flood Control Act. 

The Statute under which G. E. M. C. was organized provides that each cor- 
poration organized under that Act shall have the power— 

“(4) To generate, manufacture, purchase, acquire and accumulate electric 
energy and to transmit, distribute, sell, furnish and dispose of such electric 
energy to its members * * *.” 

“(6) To furnish the member corporations organized under this Chapter, 
electric energy, wiring facilities, electric and plumbing equipment and 
services convenient and useful * * *.”’ 

“(18) To make any and all contracts necessary or convenient for the 
exercise of the powers granted in this Chapter; including, but not limited 
to, contracts with any person, Federal Agency, or municipality for the 
purchase, or sale of energy, and in connection with any such contract to 
stipulate and agree to such covenants, terms, and conditions as the hoard 
may deem appropriate, including covenants, terms, and conditions with 
respect to resale rates, financial and accounting methods, services, operation 
and maintenance practices, and the manner of disposing of the revenue of 
the system operated and maintained by the corporation * * *” (Ga. Code 
Supp. See. 34 A-105). 

“(18) To do and perform either for itself or its members or for any mem- 
ber corporation organized under this Chapter, any and all acts or things, and 
to have and exercise any and all powers as may be necessary, convenient, 
or appropriate to effectuate the purpose for which the corporation is 
organized.” 

Although it granted the broad powers set out above, which included the power 
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for which the cooperative is organized, the General Assembly wished to be 
absolutely certain that its enumeration of powers should not be construed as a 
restriction or limitation upon it. Accordingly, it further provides: 

“This Chapter shall be construed liberally. The enumeration of any object, 
purpose, power, manner, method or thing shall not be deemed to exclude like or 
similar objects, purposes, powers, manners, methods or things.” 

Even without this definite declaration of purpose by the General Assembly, it 
would be error to impose a restrictive interpretation upon the powers granted 
to the corporations by statute. 

The Georgia Electric Membership Corporation was passed for the purpose of 
securing to the rural areas of Georgia the benefits of electrical energy and accom- 
panying electrical facilities which were being made available to rural areas 
throughout the Nation by the R. E. A. Act, the T. V. A. Act and the preference 
provisions in the Acts authorizing the sale of power from multi-purpose Federal 
reservoir projects. These Acts were designed to remedy a deficiency in the life 
and economy of the rural population of the nation (Arkansas Valley Cooperative 
Rural Electric Co. vs. Elkins, supra; Kansas City Power & Light Company vs. 
McKay, supra). 

Jecause it is a remedial statute, the Georgia Electric Membership Corporation 
Act must be given a liberal construction (Van Treeck ys. Travelers Insurance 
Co., et al, 157 Ga. 204). The legislative intent will prevail over the literal import 
of the words (Carroll vs. Ragsdale, 192 Ga. 113; Sumpter County vs. Allen, 193 
7a. 171). 

In United States ex rel. T. V. A. vs. Welch, 327 U. S. 546, 66 S. Ct. 715, 90 
L. ed. 843, the T. V. A. Act by which Congress granted to the Authority the right 
to condemn all property that it deems necessary for carrying out the purpose 
of this Act, “and further provided, that the Act should “be liberally construed” 
was held to authorize the Authority to condemn property for the purpose of 
settling its liability for the destruction of a state highway by flooding, under 
an agreement between it and the state, the county, and the Naional Park Service, 
with a view to cooperation with other governmental agencies and the prevention 
of the waste of government funds through adjustments made in the interests of 
all the public, although the property taken was not directly needed for the dam 
and reservoir. 

In In re Farmers Dairy Cooperatives’ Receivership (Minn.) it was held that 
a co-operative corporation organized under a Minnesota statute which gave it 
the power “to buy, sell or deal in its own products, the products of its individual 
members, the products of any other cooperative association whether organized 
under the provisions of this Act or otherwise” could contract with and incur 
debts to others than cooperative associations and members thereof. The Min- 
nesota Court concluded that the statutory language was not intended to be 
restrictive. The Georgia General Assembly so provided in the Statute. 

Here the literal language of the statute which grants the cooperative powers 
in addition to those specified in the Act authorizes the proposal for the purchase 
of power from the government and its resale, without profit, to the Power Com- 
pany, which was made by G. FE. M. C. In any event however if, in this manner 
alone, because of lack of transmission facilities, the G. FE. M. C. could acquire 
the nower under the preference clause and have it distributed to the rural areas 
of Georgia, it would have that power necessary to effectuate the purposes of 
the Act. 

The present situation, in which there are conflicting offers by a private power 
company and by a rural electric cooperative for the power allotted to Georgia from 
a multi-purpose project, is exactly the one which the preference provision 
of the Flood Control Act was intended to control. If the Secretary of the Interior 
accepts the proposal of the cooperative the mandate of the preference section 
of the Statute will be complied with and its purpose will be effectuated. Any 
other course under the circumstances would constitute a flagrant violation by the 
Secretary of both the express language and the clear intent of Section 5 of the 
Flood Control Act. 

The G. EF. M. C. will, of course, give full consideration to any modifications or 
changes in either of its proposals which are recommended by the Secretary which 
will not defeat nor jeopardize its preference rights. 

Respectfully submitted. 


621 First National Bank Bldg., Atlanta, Ga. 





: 
: 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 577 


APPENDIX O 
Mr. Frep. G. AANDAHL, 
Assistant Secretary of the Interior, 
Washington, D.C. 
Regret I cannot be at meeting next Wednesday. Contract along lines of 
power company proposal suits us. Should be settled that way. 
H. S. Dopcen, 
Division Sales Supervisor, 
Georgia Power Co., Macon, Ga. 


APPENDIX P 


CLARK H1Lt TRICONTRACT PROPOSA! 
A. What it does 

1. It provides for contracts between the preference customers and the Gov- 
ernment. These contracts will assure the preference customers their full share 
of Clark Hill power at the established project rate of $9 per kilowatt for capacity 
and 4 mills for energy delivered at their transmission systems. 

2. It permits the Government to contract with all preference customers that 
are in a position to use power in the area. 

3. Clark Hill power will supply at present about one-third the needs of all the 
preference customers. The Georgia Power Co, agrees to supply all further needs 
as requested. 

4. Although there are 2 sources of power, there will be only 1 transmission 
system, 1 metering system, and 1 composite billing for the preference customer. 

5. The arrangement brings efficiency and governmental administrative econ- 
omy to the disposal of Clark Hill power in Georgia. 

6. One-half the average water year Clark Hill production of energy (359 million 
kilowatt-hours less 10 percent line and transformer losses) is to be delivered to 
the preference customers. It is 80,000 kilowatt capacity at a 45 percent load 
factor. 

7. The entire contract with the Georgia Power Co. can be canceled on 3 years’ 
notice or 10,000 kilowatts can be withdrawn each year on 6 months’ notice. 

B. Contract provisions 

1. Contract No. 1—United States Government—Georgia Power Co.: 

(a) One-half the power from the project delivered to the company. 

(b) The company will firm, transmit or interchange and deliver to pref- 
erence customers when and as directed by the Government the full 350 mil- 
lion kilowatt-hours of energy of one-half the project less 10 percent line and 
transformer losses. 

(c) The Government will be reimbursed by the company for the amount 
of power that goes into its system at the rate of $9 per kilowatt-year of 
capacity and at the rate of 3.4 mills for energy except for a small amount 
of valley period energy at the rate of 2 mills. 

(d) Under an average water year the Government revenue will be §2,- 
242,420. 

(e) Contract can be canceled on 3 years’ notice or 10,000 kilowatts can be 
withdrawn each year on 6 months’ notice. 

2. Contract No. 2—United States Government—Preference customer: 

(a) The Government will contract to have 80,000 kilowatts delivered to 
preference customers at a 45 percent load factor at all times—at all times 
means good, average, or poor water year. 

(b) The preference customers will pay for this power at the rate of 
$9 per kilowatt-year for capacity and 4 mills for the energy. This is the 
established Clark Hill rate. At the 45 percent load factor this will result in 
a power cost of 6.28 mills. 

(c) The customer will reimburse the company at this rate for the power 
that the customer receives pursuant to this contract. 

(d) The amount of power that the customer is to receive from the Clark 
Hill project and the price that he is to pay for it is guaranteed to him by 
this contract with the Government. 

. Contract No. 3—Preference Customers—Georgia Power Co. : 

(a) Georgia Power Co. contracts to deliver to preference customers at all 
times—good, average, or poor water year—S80,000 kilowatts at a 45 percent 
load factor. 


— 
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(b) The preference customer agrees to make compensation to the Georgia 
Power Co. at the established Clark Hill project rate of $9 per kilowatt-year 
of capacity and 4 mills for the energy. 

(c) Georgia Power Co. contracts to supply all needs of the preference cus- 
tomers in addition to the power the preference customers will get from 
the Clark Hill project at the company’s regular rate for that type of cus- 
tomer computed on the basis of total consumption. 


(Draft for study, February 10, 1954) 


CONTRACT EXECUTED BY THE UNITED STATES OF AMERICA DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATOR 
AND GEORGIA POWER COMPANY 


THIS CONTRACT, executed this -. day of , 1954, by and between the 
UNITED STATES OF AMERICA (hereinafter called the “Government”), Department 
of the Interior, acting by and through the Southeastern Power Administrator 
(hereinafter called the “Administrator”), and GeorGIA PowEeR CoMPANY, & Ccor- 
poration organized and existing under the laws of the State of Georgia (here- 
inafter called the “Company”), 

WITNESSETH : 

That Whereas the Secretary of the Interior is authorized by Section 5 of the 
Flood Control Act of 1944 (16 U. 8S. C., 1946 ed., See. 825s) to transmit and 
dispose of electric power generated at reservoir projects under the control of 
the Department of the Army not required in the operation of such projects, and 
the Secretary of the Interior has by Departmental Order No. 2558, dated March 
21, 1950 (15 F. R. 1901), delegated to the Administrator his authority under said 
Section 5 with respect to projects then or thereafter constructed in the State of 
Georgia ; and 

Whereas the Company is a privately owned public utility engaged in the busi- 
ness of selling electric power to the general public and owns and operates gen- 
erating plants and transmission and distribution systems in the State of Georgia ; 
and 

Whereas the Department of the Army is in process of completing in and 
adjacent to the territory served by the Company a certain Federal multiple- 
purpose reservoir project for flood control, stream regulation, navigation and 
power, located on the Savannah River approximately 18 miles northwest of 
Augusta, Georgia, known as the “Clark Hill Reservoir Project” (referred to 
herein as “the Project”) ; and 

Whereas, under the provisions of Section 5 of the Flood Control Act of 1944 
aforesaid, it is provided that the Secretary of the Interior, in disposing of avail- 
able electric power and energy from such a project, should do so according to 
the following provisions: 

(1) “Rate schedules shall be drawn having regard to the recovery * * * 
of the cost of producing and transmitting such electric energy, including the 
amortization of the capital investment allocated to power over a reasonable 
period of years”; 

(2) The power shall be sold at “fair and reasonable terms and conditions 
to facilities owned by the Federal Government, public bodies, cooperatives, 
and privately owned companies” ; 

(3) Preference in the sale of such power “shall be given to public bodies 
and cooperatives” ; 

(4) The power shall be sold “in such manner as to encourage the most 
widespread use thereof at the lowest possible rates to consumers consistent 
with sound business principles” ; 

(5) The rate schedules at which the power is sold shall be approved by 
the Federal Power Commission ; 

(6) The Secretary is authorized to construct or acquire “from funds to 
be appropriated by the Congress, * * * only such transmission lines and 
related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities”; and 

Whereas there presently exist in the service area of the Company in the State 
of Georgia 44 municipalities (hereinafter called “Municipality”) owning electric 
distribution systems and 37 electric membership corporations (hereinafter indi- 
vidually called “Cooperatives”) which fall within the class of public bodies and 
cooperatives (hereinafter called “Preference Customers”) within the meaning 
of Section 5 of the Flood Control Act of 1944; and 
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Whereas the Government is not possessed of any transmission facilities by or 
through which it may transmit power to Preference Customers, including those 
hereinabove referred to, and the construction of transmission facilities would be 
dependent upon appropriations by the Congress which have heretofore been 
denied ; and 

Whereas none of the said Preference Customers own or control electric trans- 
mission facilities interconnected with the Project of the Government ; and 

Whereas the said Project is in process of completion and is now producing 
substantial amounts of electric power which the Government desires to make 
available to Preference Customers within the State of Georgia; and 

Whereas the Company is presently serving all of the Preference Customers 
within its service area and has transmission, substation, and transformer facili- 
ties adequate to transmit electric power from the Project to the said Preference 
Sustomers; and 

Whereas there is no other medium within the State of Georgia having available 
electric facilities adequate to transmit said power from the Project to the ulti- 
mate consumers thereof in the State of Georgia; and 

Whereas it is in the best interests of the Government that the entire power 
out-put of the said Project be sold and the proceeds therefrom applied to the 
liquidation of the cost of the Project; and 

Whereas the plan hereinafter set forth results in an immediate disposition of 
the power produced at said Project and available for Georgia and results in the 
most widespread use thereof at the lowest possible rates to consumers and to 
the Preference Customers in said State; and 

Whereas the Government is under directive by the Flood Control Act of 1944 
that it shall construct ‘‘only such transmission lines and related facilities as may 
be necessary in order to make the power and energy at said projects available 
in wholesale quantities”; and 

Whereas “peaking” capacity and secondary or seasonal energy will be pro- 
duced at said Project which cannot be marketed except through or to agencies 
having other and independent generating facilities ; and 

Whereas it is recognized by the parties hereto that substantial benefits can re- 
sult from the integration of said Project with an existing interconnected trans- 
mission and distribution system such as that of the Company, these benefits 
including but not being limited to the following: 

(a) A material increase in the amount of firm power which can be made 
available for Preference Customers from said Project as a result of thus sup- 
plementing Project’s generation with generation from such existing facilities. 

(b) A potential market for surplus secondary and seasonal energy that may 
be generated at this Project is afforded by the Company’s interconnected trans- 
mission and distribution system. 

(c) A potential market for surplus “peaking” capacity is afforded by the 
Company’s system; and 

Whereas the Company can, and is willing through integration to so utilize its 
firming capabilities and markets for surplus “peaking” capacity and surplus 
energy ; and 

Whereas the parties hereto have agreed upon a plan which is embodied in 
this contract, whereby each and all of the aforesaid provisions may be fully 
complied with so that (a) public bodies and cooperatives will obtain all benefits 
of such available power at whatever price and other advantages as may be 
provided under Section 5 of the Federal Flood Control Act of 1944: (b) such 
public bodies and cooperatives may obtain any additional power required by 
them from the Company; (c) any power not used by said Preference Customers 
will be used to serve other customers of the Company, thereby providing for the 
sale of the entire available output of the Project: and (d) there will be a wide- 
spread use of such available power by public bodies, cooperatives, and others at 
the lowest possible rates, consistent with sound business principles; and 

Whereas, in the event the power from the Project is delivered to the Company, 
the Company has agreed to make the power as firmed under this contract avail- 
able to such Preference Customers in its service area as shall be designated by 
the Administrator and at such rates as shall be designated by the Administrator 
and as hereinafter set forth, and has further agreed to continue to maintain all 
facilities necessary to permit the receipt by the Preference Customers of such 
amounts of said power as they may contract to receive; and 

Whereas the Administrator agrees to advise the Company in writing of his 
designation of any Preference Customer who is to receive benefits under this 
Contract, together with the amount of Project power assigned to such customer, 
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and the Company in turn agrees that it will enter into individual agreements 
with such designated Preference Customers under which they will be entitled to 
the benefits provided for them by this Contract ; and 

Whereas it has been determined that such plan provides the widest possible 
distribution that is presently feasible of the output of the Project to all Prefer- 
ence Customers entitled to preference under the law, at rates determined by 
the Government ; 

Now, therefore, in consideration of the mutual covenants hereinafter set forth, 
the Administrator and the Company agree as follows: 


SCOPE OF CONTRACT 


1. This contract shall apply to electric power delivered to the Administrator 
from the Project, and in turn delivered by him to the Company under this con- 
tract, it being the intent of the parties to provide herein a plan to make effective 
the various purposes of the Congress, as expressed in Section 5 of the Flood 
Control Act of 1944. 

POWER TO BE FURNISHED 


2. The Government will deliver to and the Company will receive, at the points 
of delivery hereinafter described, fifty percent (50%) of all electric capacity 
and energy produced by the Project, except as hereinafter provided. 


GOVERNMENT RIGHT OF WITHDRAWAL OF POWER 


3. The Government reserves the right to withdraw Project power covered 
under this contract for delivery to Preference Customers in Company’s service 
area at a monthly load factor not greater than thirty-five percent (35%) up to 
10,000 kilowatts in any one calendar year, after six (6) months’ notice to the 
Company in writing, whenever either the Government or the Preference Cus- 
tomers shall have constructed transmission facilities adequate to receive such 
power without the utilization of the facilities of the Company. Any additional 
amounts up to and including the whole amount of the capacity and energy herein 
to be delivered to the Company and assigned to the Preference Customers may 
be withdrawn on three (3) years’ written notice to the Company, it being esti- 
mated that a period of approximately three years is required by either of the 
parties hereto to adjust their construction of additional or alternative facilities. 

In the event the Government withdraws capacity and energy in accordance 
with the provisions of the preceding paragraph, the capacity and energy to be paid 
for by the Company and delivered by the Company to designated Preference Cus- 
tomers shall be proportionately reduced. 


FIRM POWER 


$t. Firm capacity available from the completed Project that is to be delivered 
to the Company is equal to 80,000 kilowatts at approximately thirty-five percent 
(350°) load factor. The Company agrees to increase such energy by supplying 
tirming energy from the Company's interconnected system, so that there will be 
available at the Project 80,000 kilowatts at fifty percent (50%) load factor. Such 
power is hereinafter referred to as Firm Power. It is agreed that such Firm 
Power, less energy losses in transmission and transformation, and less that part 
withdrawn as provided in Article 3, shall be the amount available for Preference 
Customers. 

RATES AND CHARGES 


5. (a) Firm Power.—The Government shall receive its compensation from the 
Company at the rate of $0.75 per kilowatt per month for 80,000 kilowatts, or 
such portion thereof as is made available to the Company in accordance with 
the provisions of this contract, and at the rate of 3.4 mills per kilowatt-hour for 
all energy received from the Project up to a maximum equivalent to fifty per- 
eent (50%) load factor during any month, provided, however, that such energy 
shall be delivered during the peak-period hours, as defined in Article 10 hereof. 

(b) Interim Power—In event the Government elects to commit and deliver 
more than fifty percent (50%) of the firm electric capacity and energy available 
at thirty-five percent (35%) load factor from the Project to the Company on an 
interim basis, the Company agrees to accept and the Government will be com- 
pensated for such increased deliveries by increasing proportionately the quanti- 
ties of capacity and energy specified under paragraphs (a) and (d) of this 
Article 5; provided, however, that such interim capacity and energy may be 
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withdrawn at thirty-five percent (35%) load factor by the Government in amounts 
not exceeding 10,000 kilowatts in any one calendar year on six months written 
notice, and in greater amounts on three years’ written notice to the Company in 
advance of the date upon which such withdrawal is to become effective. 

(c) Peaking Capacity.—The Government agrees to commit and provide addi- 
tional capacity for use by the Company as such capacity becomes available at the 
Project and the Company agrees to accept and pay for such capacity at the rate 
of $0.75 per kilowatt per month; provided, however, that such additional 
capacity to be accepted and paid for by the Company shall not exceed fifty 
percent (50%) of the capacity made available to it under paragraphs (a) and 
(b) of this Article 5. The Government may supply additional capacity to 
the extent such capacity is available at the Project from time to time at $0.08 per 
kilowatt per day, provided, however, that the purchase of such capacity shall 
be at the option of the Company. 

(d) Secondary Energy—The Company agrees to accept and pay for energy 
received from the Project during the peak-period hours as defined in Article 10, 
hereof, in excess of that provided for under paragraphs (a) and (b) of this 
Article 5 at the rate of 3.4 mills per kilowatt-hour for the first four (4) million 
kilowatt-hours per week, and agrees to pay at the rate of 2.00 mills per kilo- 
watt-hour for all additional energy received; provided, however, that the receipt 
of more than five (5) million kilowatt-hours per week of secondary energy shall 
be at the option of the Company. 

(e) Use of Generators as Condensers.—The Company agrees to pay to the 
Government a charge per hour per generating unit adequate to compensate for 
the energy used in operating the generators as condensers as provided in Article 
15. Such charge shall be determined by mutual agreement from operating tests 


DISPOSITION OF FIRM POWER 


6. (a) The Company agrees to deliver within its service area to such Prefei 
ence Customers as shall have entered into contracts with the Administrator and 
the Company an amount of power equal to the Firm Power as defined in Article 
4, less an allowances for transmission and transformation losses. After deduct- 
ing for energy losses and after offsetting losses in Capacity by the diversity be- 
tween the thirty (80) minutes integrated demands of the Preference Customers 
served under this contract, the Firm Power available for delivery to Preference 
Customers is agreed to be equal to a total of 80,000 kilowatts of undiversified 
thirty (30) minute integrated demand of the customers at a monthly load factor 
of forty-five percent (45%), less the Firm Power withdrawn by the Government 
as provided by Article 3 hereof. 

(b) Preference Customers shall be as defined in Section 5 of the Flood Con- 
trol Act of 1944. To be entitled to receive electric power at any delivery point 
under this contract, a Preference Customer other than a Municipality or a Co- 
operative must have a demand of not less than 500 kilowatts at that delivery 
point while a Municipality or Cooperative must have a demand at such delivery 
point of not less than 100 kilowatts ; except that where in order to provide a de- 
livery point for a Municipality or Cooperative the construction of transmission 
lines of any substantial length is required, the Company shall not be obligated 
to construct such lines at its expense where the demand of such customers is less 
than 200 kilowatts. 

(ec) The Administrator shall notify the Company in writing of his designation 
of any Preference Customer under this contract and of the maximum amount of 
power, in kilowatts of capacity and the load factor assigned to such customer. 
Until receipt of such written notice, no customer shall be treated as a Preference 
Customer under this contract. The arithmetical sum of all such assignments to 
Preference Customers by the Administrator shall not exceed the amount of 
capacity and energy available for sale to Preference Customers as provided in 
paragraph (a) of this Article 6. 

(d) All contracts with Preference Customers entered into by the Administra- 
tor shall run concurrently with but shall not exceed the duration of this contract. 
All such Preference Customers with which the Administrator has executed 
contracts shall have agreed with the Government to abide by the standard terms 
and conditions of service of the said Company, but in order to take into account 
the various individual circumstances with reference to the service of the par 
ticular customer, shall enter into a separate agreement with the Company with 
reference to such terms and conditions. 

(e) For the Firm Power made available to a Preference Customer under this 
contract, such Preference Customer shall compensate the Company therefor at 
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a rate of $0.75 per kilowatt per month, plus 4.0 mills per kilowatt hour for all 
such capacity and energy delivered to the Preference Customer. Such rates 
shall be set forth in the contract between the Administrator and said Preference 
Customer and in the special contract between the Company and said Preference 
Customer. 

(f) In the event any Preference Customer in any month shall require power 
in excess of the amount of power designated for that Customer by the Adminis- 
trator, the Company agrees to sell and deliver to such Customer all capacity 
and energy required by Customer over and above that furnished under Article 
6 (a) above at the price per kilowatt hour which the Company’s regular applica- 
ble rate, applied to Customer’s total capacity and energy use during the month, 
would have earned. 


DEFICIENCY OF PROJECT ENERGY AS RESULT OF SCHEDULING BY COMPANY 


7. (a) When, as a result of scheduling by the Company as provided under 
Article 9, Project generation is insufficient to supply capacity and energy with- 
drawn by the Government in accordance with the provisions of Article 3 or 
the Company’s pro-rata share of energy required in the operation of the Project, 
such deficiency shall be supplied from Company sources. 

(b) Energy supplied to the Government in accordance with the provisions 
of Article 3 shall be deducted from energy delivered to the Company by the 
Government and the remainder shall be used in determining the monthly billing 
to the Company hereunder. In event there is a net delivery of energy to the 
Government by the Company during any month, such energy shall be returned 
in kind (that is, peak period, valley period, or week-end energy) during the 
next succeeding month or months. 


DELIVERY OF FIRMING ENERGY TO GOVERNMENT 


8. Subject to the authorization and availability of appropriations for the pur- 
chase of supplemental capacity and energy by the Government, the Company 
agrees to supply to the Government from Company sources energy to supplement 
sapacity and energy withdrawn by the Government under the provisions of 
Article 3 so as to increase the load factor of the reserved or withdrawn capacity 
from thirty-five percent (35%) to fifty percent (50%). The Company further 
agrees to supply energy when, as, and if available from its generating plants 
or purchase sources to supplement Project generation assigned for ultimate 
use outside the Company’s service area. Energy supplied by the Company 
for any purpose described in this Article 8 shall be paid for at the incremental 
cost to the Company of generating or purchasing such energy plus fifteen percent 
(15%) plus one (1) mill per kilowatt-hour. 


PROVISIONS FOR SERVICE 


9. (a) Subject to such regulations as to the maximum and minimum release 
of water from the Project reservoir for flood control and stream regulation 
as may be established from time to time by the Corps of Engineers, Department 
of the Army, and subject to the provisions of Articles 15 and 18, the Government 
will operate the project in such manner as to generate that portion of the 
Project output assigned to the Company’s service area (including a pro rata part 
of the energy required in the operation of the Project) at such times and in 
such quantities as may be scheduled by the Company and which are within the 
capability of the Project to produce; and will deliver such energy (less the afore- 
said pro rata part of the energy required in the operation of the Project, and 
less any energy which may be delivered by the Government directly to a Pref- 
erence Customer located within the Company’s service area) to the Company 
at the voltage of the Company’s high tension lines where connected in the 
Project’s switchyard. 

(b) The Company will schedule its receipt of capacity and energy and the 
Project will be so operated as to make the most effective use of the available 
equipment and reservoir storage capacity, all in accord with Section 9 (a), 
of this agreement, such use to be governed by the follewing considerations: 

(1) Obtaining maximum generation at the Project during periods when 
natural stream flows are low. 

(2) Obtaining maximum energy generation at the Project during peak 
periods. 

(3) Obtaining maximum total generation at the Project. 

(4) Providing maximum benefits to downstream plauts. 
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(c) To the extent of the generating capacity which the Government deter- 
mines to be available to the Company, the Company shall schedule the generation 
of energy to utilize all of the water made available to it which the Corps of 
Engineers requires to be released from the reservoir. In the event water is 
wasted at the Project due to departure by the Company from current operating 
rule curves and operating schedules, which departure is not attributable to an 
uncontrollable force as defined in Article 18, to action by some other scheduling 
or dispatching agency, a regulation established by the Corps of Engineers, De- 
partment of the Army, referred to above, or to action of the Government per- 
initted by Article 15, the Company shall pay the Government for the electrical 
energy equivalent to the water so wasted at a rate mutually determined to be 
appropriate. 

(d) Electric power supplied hereunder by either party hereto will be three- 
phase alternating current at a norminal frequency of sixty cycles per second. 


PEAK PERIOD 


10. (a) Under this contract, the peak period shall be the one hundred (100) 
hours of each seven-day week designated by the Company. All other time shall 
be the oif-peak period. Energy delivered during any peak period shall be 
known as “peak energy”. Energy delivered during any ofi-peak period shall 
be known as “off-peak energy”. 

(b) The Company hereby designates the hours between 7: 00 a. m. and 12: 00 
}. m., Eastern Standard Time, during the five days, Monday through Friday 
inclusive, and from 7: 00 a. m. to 10: 00 p. m., Eastern Standard Time, on Satur- 
day, as being the peak period for initial operation under this contract. The 
Company shall have the right to change the peak period hours from time to time 
ut intervals of not less than six months by giving the Government ten (10) days’ 
prior written notice of such change. 


MEASUREMENT OF ELECTRIC POWER 


11. The electric power delivered hereunder to the Company and to the Govern- 
ment will be measured by metering equipment to be furnished, installed, and 
maintained by the Government. The Company may, if it so desires, install check 
meters. All meters shall be sealed and seals shall be broken only upon occasions 
when the meters are to be inspected, tested, or adjusted and representatives of 
the parties hereto shall be afforded reasonable opportunity to be present on such 
occasions. The Government meters shall be tested at least once each year and 
also at reasonable intervals upon request by the Company. Any metering equip- 
ment found to be defective or inaccurate shall be repaired and readjusted or 
replaced. If any of the meter tests provided for in this Article 11 disclose that 
the error of any meter or meters exceeds two percent (2%), correction, based 
upon the inaccuracy found, shall be made of the records of electric service since 
the beginning of the billing month immediately preceding the billing month 
during which the tests were made, except that no correction will be made for a 
longer period than such inaccuracy may be determined to have existed. Should 
ii Meter or meters fail to register, the electric power delivered hereunder during 
such period of tailure to register shall, for billing purposes, be estimated from 
the best information obtainable. 


BILLING AND PAYMENT 


12. (a) Bills for service each month under the terms of this contract shall be 
mailed by the Government to the Company on or before the tenth day of the 
succeeding month and shall be payable on or before the last day of the month 
in which the bill is presented, herein referred to as the “payment date.” There 
shall be added, as liquidated damages, interest of one-half of one percent (14%) 
to any undisputed amount remaining unpaid on the first day of the month next 
succeeding the “payment date” and an additional one-half of one percent (144%) 
shall be added on the first day of each succeeding month on the remaining past 
due and unpaid balance until the account is paid in full. Should the Company 
fail to pay any bill when due in accordance with the provisions of this paragraph 
and paragraph (c) of this Article 12, the Government shall have the right to 
discontinue service upon 15 days’ written notice and to refuse to resume service 
as long as part of any overdue amount remains unnaid. Such discontinuance 
shall not relieve the Company of liability for charges during the period service 
is diseontinued. 





584 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


(b) Any correction in billing resulting from a correction of metering records 
as provided in Article 11 shall be made in the bill for the month in which the 
meter test resulting in the correction was made. 

(c) In the event of a dispute concerning the correctness of any bill, or any 
part thereof, rendered pursuant to Paragraph (a) of this Article 12, the Com- 
pany shall pay the undisputed portion of such bill on or before the “payment 
date” and shall inform the Government in writing of the nature of the claim of 
error. If the representatives of the Company and the representatives of the 
Government designated by the Administrator cannot agree with respect to such 
disputed bill within sixty days after the bill was first received by the Company, 
the Company shall either pay the amount in dispute under protest or present to 
the Administrator a written statement of the proper amount which the Com- 
pany alleges it owes, with a request that the Secretary of the Interior or his 
designee make a finding as to the proper amount of such disputed bill. The Com- 
pany shal! make payment in accordance with the finding of the Secretary of the 
Interior or his designee, within fifteen days after receipt of such finding. How- 
ever, in making such payment the Company shall not waive any right it may 
have to proceed to a judicial determination of the correctness of the amount. 


FACILITIES TO BE PROVIDED BY THE COMPANY 


18. (a) The Company shall provide a high voltage transmission line or lines 
of adequate capacity to receive that portion of the output of the Project made 
available to the Company, from a suitable point on the Company’s existing 
transmission system to connect with the high voltage bus in the switchyard of 
the Project. The Government will, without charge, grant to the Company all 
necessary easements across property of the Government and all necessary per- 
mission to enable the Agents of the Company to carry out this contract and 
construct and maintain its lines and circuits in and at all places required by 
the Company and owned, leased, or controlled by the Government. Protective 
equipment for this line or lines, other than that planned for installation by the 
Corps of Engineers, shall be provided by and installed by or at the expense of 
the Company. Communication equipment other than public communication 
system telephone (which will be provided at the expense of the Government) 
shall be supplied by the Company and installed by or at the expense of the Com- 
pany. Space will be provided for facilities necessary to be installed by the 
Company in the switchyard or power plant at the Project. Load control equip- 
ment to permit the use of the Project’s power plant in the regulation of the 
Company’s system and which would not otherwise be required shall be supplied 
and installed by or at the expense of the Company. Such load control equip- 
ment shall be as specified by the Company and approved by the Government. 

(b) Any part of the equipment listed in paragraph (a) which is installed by 
or at the expense of the Company shall be maintained by or at the expense of 
the Company and shall remain the property of the Company. Reasonable time 
for removal of such equipment by the Company will be allowed at the termi- 
nation of the contract. Any costs arising out of such removal shall be paid by 
the Company. At the option of the Government such equipment may be purchased 
by the Government at a reasonable price to be mutually agreed upon at the time. 
The Government also gives the Company the right by its duly authorized agents 
and employees, to enter the premises of the Government at all reasonable times, 
for the purpose of keeping in repair or removing its own wires, reading meters, 
and performing any other work incident to this contract. 


COORDINATION OF SYSTEM CONSTRUCTION, OPERATION AND MAINTENANCE 


14. The Government and the Company shall coordinate the construction, op- 
eration, and maintenance of their respective power systems in a manner which 
will not interfere with any service supplied from the power system of either 
party. 


CONSTRUCTION, OPERATION, AND MAINTENANCE OF GOVERN MENT’S FACILITIES 


15. The Government will not be required to operate any generating unit at a 
load which in the judgment of the Corps of Engineers will result in excessive 
deterioration of facilities. The Company may schedule the operation of the 
generators at no load as condensers at a charge as provided in Article 5 (e). 
The Government shall maintain the power plant in good operating condition at 
all times unless prevented by uncontrollable forces. The Government may re- 
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move faciilties from service for maintenance, repairs, replacements, installation 
of equipment, investigations, and inspections. Except in case of emergency, 
the Government will give the Company reasonable advance notice of such removal 
from service and, insofar as possible, will so schedule removals as not to inter- 
fere with service to the Company. The work necessary to restore the facilities 
to serviceable condition will be performed with diligence. 


LIABILITY 


16. Unless such claim shall arise because of their negligence, neither the Com- 
pany nor its officers, agents, or employees shall be liable for any claim arising 
from the construction, operation, or maintenance of the facilities of the Govern- 
ment under this contract. Unless such claim shall arise because of their negli- 
gence, neither the Government nor its oflicers or employees shall be liable for any 
claim arising from the construction, operation, or maintenance of the facilities 
of the Company under this contract. 


TRANSFER OF INTEREST IN CONTRACT 


17. No voluntary transfer of this contract or of the rights of the Company 
hereunder shall be made without the written approval of the Administrator; 
provided, that any successor to or assignee of the rights of the Company, whether 
by voluntary transfer, judicial sale, foreclosure sale, or otherwise, shall be sub- 
ject to all the provisions and conditions of this contract to the same extent as 
though such successor or assignee were the original contractor hereunder; and 
provided, further, that the execution of a mortgage or trust deed, or judicial or 
foreclosure sale made thereunder, shall not be deemed voluntary transfers within 
the meaning of this article. 


UNCONTROLLABLE FORCES 


18. Neither party shall be considered to be in default in respect to any obliga- 
tion under this contract if prevented from fulfilling such obligation by reason 
of uncontrollable forces. For the purposes of this contract, the term ‘“uncon- 
trollable forces” means any cause beyond the control of the party affected, includ- 
ing, but not limited to, failure of facilities, flood, backwater caused by flood, 
drouth, earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, 
labor disturbance, sabotage, and restraint by court or publie authority, which 
by exercise of due diligence and foresight such party could not reasonably have 
been expected to avoid. Either party rendered unable to fulfill any obligation by 
reason of uncontrollable forces shall exercise due diligence to remove such inabil- 
ity with all reasonable dispatch. 

WAIVERS 


19. Any waiver at any time by either party hereto of its rights with respect to 
a default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 


NOTICES 


20. Communications under this contract shall be addressed by the Company 
to the Administrator, Southeastern Power Administration, Elberton, Georgia, 
and by the Government to the Secretary, Georgia Power Company, Electric 
Building, Atlanta 3, Georgia. Either party may, at any time, by written notice 
change the official, or the address of the official, to whom it wishes communica- 
tions addressed. 

OFFICIALS NOT TO BENEFIT 


21. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 


APPROVAL OF RATES BY FEDERAL POWER COMMISSION 
22. It is understood that all charges for power and energy delivered by the 


Government under this contract are subject to approval and confirmation by the 
Federal Power Commission. 
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APPROVAL OF AND TERM OF CONTRACT 


23. This contract shall become effective upon approval by the Secretary of the 
Interior, and shall remain in effect for a term of fifteen (15) years after the date 
of initial delivery of power hereunder unless sooner cancelled by either party 
upon written notice given not less than three (3) years in advance. The Gov- 
ernment shall give the Company reasonable advance written notice of the date 
on which initial delivery hereunder is to take place. 


CONTINGENT UPON APPROPRIATIONS 


24. The liability of the Government under this contract is made contingent 
upon the appropriation by the Congress of the funds required by the Govern- 
ment to perform its obligations under the contract. If, during the period covered 
by the contract, the necessary funds are not appropriated, the Company hereby 
releases the Government from all liabilty for failure to perform its obligations 
under the contract. 

LEGAL REMEDIES 


25. No provision of this contract shall be so construed, as to abridge, limit, 
or deprive either party of any means of enforcing any remedy either at law or 
in equity, for breach of any of the provisions of this contract. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be exe- 
cuted the day and year first above written. 

UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR, 


Bias earner ae een ger crete nate aneage 
Administrator, Southeastern 
Power Administration Elber- 
ton, Georgia. 

Attest for Georgia Power Co. GEORGIA POWER COMPANY, 
ate cee a eesiertcten enna teecin Be ee a ee Se Se ocr 
Nocera cere csuiin dri alee eee eit A ee 

EN a caicitsick vinta niiaiioe Minima cinaintenh tena 


Secretary of the Interior 
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ConTRACT EXECUTED BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATOB 
AND THE ELECTRIC MEMBERSHIP CORPORATION 


THIS CONTRACT, executed this ._. day of ~-.------- , 195__, by and between 
the Unitep Sates oF AMERICA (hereinafter called “the Government”), Depart- 
ment of the Interior, acting by and through the Southeastern Power Admin- 
istrator (hereinafter called “the Administrator’), and the ------------~-- » an 
electric membership corporation organized and existing under the cooperative 
laws of the State of Georgia (hereinafter called “the Cooperative’), 

WITNESSETH : 

That Whereas the Secretary of the Interior is authorized by Section 5 of the 
Flood Control Act of 1944 (16 U. S. C., 1946 ed., Sec. 825s) to transmit and dis- 
pose of electric power generated at reservoir projects under the control of the 
Department of the Army not required in the operation of such projects, and 
the Secretary of the Interior has by Departmental Order No. 2558, dated March 
21, 1950 (15 F. R. 190) delegated to the Administrator his authority under said 
Section 5 with respect to projects then or thereafter constructed in the State 
of Georgia; and 

Whereas the Cooperative is a private corporation organized under the Co- 
operative laws of the State of Georgia and engaged in the business of distribut- 
ing electric energy to certain rural areas in the State of Georgia, and owns and 
operates a system of transmission and distribution lines for that purpose; and 

Whereas, the Department of the Army is in process of completing in and ad- 
jacent to the territory served by the Coperative a certain Federal multiple- 
purpose reservoir project for flood control, stream regulation, navigation and 
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power, located on the Savannah River approximately 18 miles north of Augusta, 
Georgia, known as the “Clark Hill Reservoir Project” (referred to herein as 
“the Project”) ; and 

Whereas, under the provisions of Section 5 of the Flood Control Act of 1944 
aforesaid, it is provided that the Secretary of the Interior, in disposing of avail- 
able power from such a project, should do so according to the following pro- 
visions : 

(1) “Rate schedules shall be drawn having regard to the recovery * * * 
of the cost of producing and transmitting such electric energy, including 
the amortization of the capital investment allocated to power over a 
reasonable period of years.” 

(2) The power shall be sold at “fair and reasonable terms and conditions 
to facilities owned by the Federal Government, public bodies, cooperatives, 
and privately owned companies.” 

(3) Preference in the sale of such power “shall be given to public bodies 
and cooperatives.” 

(4) The power shall be sold “in such manner as to encourage the most 
widespread use thereof at the lowest possible rates to consumers, consistent 
with sound business principles.” 

(5) The rate schedules at which the power is sold shall be approved by the 
Federal Power Commission. 

(6) The Secretary is authorized to construct or acquire “from funds ap 
propriated by the Congress only such transmission lines and related facili- 
ties as may be necessary in order to make the power and energy generated 
at said projects available in wholesale quantities.” 

And whereas the Government has not been authorized by the Congress, nor 
has any money been appropriated by the Congress, for the construction of 
electric transmission lines by the Government to the system of the Cooperative ; 
and 

Whereas, the Cooperative does not own any transmission facilities eon- 
necting its property with the Project ; and 

Whereas, under the provisions of the Flood Control Act heretofore set 
forth the Cooperative is recognized as a Preference Customer and thereby 
entitled to receive such of its power requirements as may be available from 
the Project, having due regard for the similar rights of other Preference 
Customers; and 

Whereas both of the parties hereto are desirous that electric energy gen- 
erated by the Project shall be made available to the Cooperative at rates as 
determined by the Government; and 

Whereas, the Cooperative’s system of transmission and distribution lines 
is and for some time past has been interconnected to and with the transmis- 
sion lines of the Georgia Power Company (hereinafter called “the Power 
Company”), and the Cooperative has been securing its power supply from 
the Power Company; and 

Whereas, in the absence of transmission facilities by either of the parties 
to this agreement, the Government has undertaken to develop plans by which 
the existing transmission system of the Power Company may continue to be 
utilized to make Project energy immediately available to the Cooperative; 
and 

Whereas, such arrangements include provisions permitting the Coopera- 
tive to receive electric energy directly from the Project at any time that 
either the Government or the Cooperative have transmission facilities availa- 
ble between their systems; and 

Whereas, the agreement hereinafter set forth permits the immediate utili- 
zation by the Cooperative of its quota of Project power, as hereinafter described ; 
and i 

Whereas, such plan permits the immediate sale by the Government of energy 
produced at the Project: 

Now. therefore, in consideration of the mutual covenants hereinafter set 
forth, it is agreed between the parties as follows: 

1. The Government agrees that it will cause to be delivered monthly to 
the Cooperative, in accordance with the terms and conditions of a prior con- 
tract (the Basic Contract) between the Government and the Power Company, 
electric power in the amount of ___--- kw and ~__--_ kwh. 

2. Delivery of the amount of power heretofore designated shall be by and 
through the facilities of the Power Company. 

3. The Cooperative agrees to make remittance to the Power Company for 
such power as it may receive in accordance with the above and under the terms 
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je pcr pone Bes ee and the Special Contract between the Coopera- 
pany $0.75 per kw of capacity per month plus 4.0 mills 
per kwh of all energy so supplied to it. 

4. The terms and conditions of service, to wit, the provisions with reference 
to substations, transformers, location of facilities, metering and meter read- 
ing, shall be the same as those contained in the standard contract between the 
Power Company and the Cooperative for such service. 

5. This contract is based on the availability to the State of Georgia of 80,000 
kilowatts of capacity from the Project at 35% load factor which capacity the 
Power Company has agreed to increase to a 50% load factor by supplying energy 
from its own facilities as necessary. 

6. Since it is recognized by both parties that the equivalent amount of energy 
from the Project is not sufficient to meet all of the requirements of the Co- 
operative, taking into account similar contracts with other Cooperatives and 
Preference Customers, it is understood that the Cooperative may make such 
other, further, and additional contract to augment the power supply herein 
provided for as it shall deem desirable. 

7. This Contract shall run concurrently with the Basic Contract referred to 
in Article 1, except that in the event said Contract is terminated, then this 
Contract shall also be terminated. 

The Cooperative shall also have the privilege of canceling or terminating 
this contract by service of notice upon the Administrator twelve (12) months 
prior to the date of such proposed termination. The Government shall have 
the right to terminate this agreement by service of notice in writing upon the 
proper officials of the Cooperative three (3) years prior to the date of such 
termination. 

8. No voluntary transfer of this contract or of the rights of the Cooperative 
hereunder shall be made without the written approval of the Administrator; 
provided, that any successor to or assignee of the rights of the Cooperative, 
whether by voluntary transfer, judicial sale, foreclosure sale, or otherwise, 
shall be subject to all the provisions and conditions of this contract to the same 
extent as though such successor or assignee were the original contractor here- 
under: and provided further, that the execution of a mortgage or trust deed, 
or judicial or foreclosure sale made thereunder, shall not be deemed voluntary 
transfers within the meaning of this article. 

9. Neither party shall be considered to be in default in respect to any obliga- 
tion under this contract if prevented from fulfilling such obligation by reason 
of uncontrollable forces. For the purposes of this contract, the term ‘“uncon- 
trollable forces” means any cause beyond the control of the party affected, 
including, but not limited to, failure of facilities, flood, backwater caused by 
flood, drought, earthquake, storm, lightning, fire, epidemic, war, riot, civil dis- 
turbance, labor disturbance, sabotage, and restraint by court or public authority, 
which by exercise of due diligence and foresight such party could not reasonably 
have been expected to avoid. Either party rendered unable to fulfill any 
obligation by reason of uncontrollable forces shall exercise due diligence to 
remove such inability with all reasonable dispatch. 

10. Any waiver at any time by either party hereto of its rights with respect 
to a default or any other matter arising in connection with this contract shall 
not be deemed to be a waiver with respect to any subsequent default or matter. 

11. Communications under this contract shall be addressed, by the Cooperative 
to the Administrator, Southeastern Power Administration, Elberton, Georgia, 
and by the Government to the Cooperative at ~-----------------~-------------. 
Fither party may, at any time, by written notice change the official, or the ad- 
dress or the official, to whom it wishes communications addressed. 

12. No Member of or Delegate to Congress or Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may 
arise therefrom, but this restriction shall not be construed to extend to this 
contract if made with a corporation or company for its general benefit. 

13. It is understood that all charges for power and energy delivered by the 
Government under this contract are subject to approval and confirmation by 
the Federal Power Commission. f 

14. The liability of the Government under this contract is made contingent 
upon the appropriation by the Congress of the funds required by the Government 
to perform its obligations under the contract. If, during the period covered 
by the contract, the necessary funds are not appropriated, the Cooperative 
hereby releases the Government from all liability for failure to perform its 
obligations under the contract. 
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15. No provision of this contract shall be so construed as to abridge limit, 
or deprive either party of any means of enforcing any remedy either at law or 
in equity, for breach of any of the provisions of this contract. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 

UNITED STATES OF AMERICA, 
DEPARTMENT OF THE INTERIOR. 
DY dnccnten ae deesuinde dee ae ce ieee 
Administrator, Southeastern Power Administration, Elberton, Georyia. 
THE ELECTRIC MEMBERSHIP CORPORATION, 
TOD caxsitistalichcietiices tesa catena anicaaiuidlgaiapab Mitchel acai = 
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SPECIAL CONTRACT FOR PREFERENCE CUSTOMERS DESIGNATED TO RECEIVE BENEFITS 
oF CLARK HILL ELECTRICAL POWER UNDER BASIC CONTRACT 


(To be attached to executed Standard Contract Form for Applicable Service) 


THIS AGREEMENT, Made by and between the GeorGIA POWER COMPANY (here- 
inafter called the “Company”), and ~----~---..--~. (hereinafter called the 
“Customer” ) 

WITNESSETH : 

That whereas the Company has entered into a contract dated ~--_.---_------ 
with the United States of America, Department of the Interior, acting by and 
through the Southeastern Power Administrator (hereinafter referred to as the 
Basic Contract) providing a basis whereby electrical power generated at the 
Federal Project known as “Clark Hill Reservoir Project” and made available to 
the Secretary of the Interior under Section 5 of the Federal Flood Control Act 
of 1944 (16 U. S. C. 1946 ed. sec. 825s) is to be disposed of so that, as provided 
in Section 5 of said Act, preference in the sale of such power will be given to 
public bodies and cooperatives; and “in such manner as to encourage the most 
widespread use thereof, at the lowest possible rates to consumers consistent 
with sound business principles” ; and 

Whereas under said Basic Contract, it is provided that an equivalent amount 
of electrical power delivered to Company less transformer and transmission 
losses will, in turn, be sold and delivered by it to Preference Customers designated 
under said Basie Contract at the rates established under Section 5 (e) of said 
Basic Contract ; and 

Whereas under said Basic Contract, it is likewise provided that to the extent 
insufficient electrical power is furnished the Company from said Clark Hill 
Reservoir Project to meet the demands of Preference Customers within the 
Company’s service area, the Company will furnish the additional power at a price 
per kilowatt hour which the Company’s regular applicable rates for such service, 
applied ot Customer’s total capacity and energy use during the month, would 
have earned ; and 

Whereas Customer desiring to obtain the power available to a Preference Cus- 
tomer within the meaning of Section 5 of the said Federal Flood Control Act of 
1944 and the additional advantages afforded a Preference Customer under said 
Basie Contract has entered into a contract with the Southeastern Power Admin- 
intvetew GGtGR 2566 6cknnn , under which Customer has been designated a 
Preference Customer for the purchase of Clark Hill electrical power and under 
such designation entitled to purchase ~_-~~- kw of capacity and ~---.. kwh 
energy each month; 

Now, therefore, in consideration of the foregoing and of the mutual covenants 
and agreements hereinafter contained and of One Dollar ($1.00) and other 
valuable consideration each to the other paid, the receipt of which is hereby 
mutually acknowledged, the parties do hereby agree with each other as follows: 

1. The Company agrees to deliver to Customer each month the equivalent of 
that portion of the electrical capacity and energy delivered to Company under 
the Basie Contract which is assigned by the Southeastern Power Administrator 
to Customer as a Preference Customer, and Customer agrees to accept, use, 
and pay for all, or such part as may be required by the Customer, at the rates 
established under Section 6 (e) of the Basic Contract, namely, seventy-five cents 
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($0.75) per kilowatt of demand, plus 4.0 mills per kilowatt-hour, which rates are 
subject to change should revision of Section 6 (e) of the Basic € ontract be made. 
The demand and energy so billed shall be as determined under provisions of the 
Standard Contract attached, provided the amounts so determined shall not 
exceed the capacity and energy assigned the Customer by the Southeastern 
Power Administrator as quoted in the preamble hereof. 

2. Company likewise agrees to sell and deliver to Customer all electrical 
capacity and energy required by Customer over and above that furnished under 
Paragraph 1 above and Customer agrees to accept, use and pay for such addi- 
tional service at the price per kilowatt-hour which the Company’s regular 
applicable rate, applied to Customer's total capacity and energy use during 
the month, would have earned. (See Standard Contract attached). 

3. Company and Customer have executed the Company’s Standard Contract 
for the service desired by Customer, which contract shall be subject to the terms 
and conditions of this Special Contract, but except as otherwise herein provided, 
all of the terms and conditions of said Standard Contract shall be effective, 
including the Company’s current regular rate for the service applicable to 
billing rendered under Paragraph 2 above. 

4. This Special Contract shall run concurrently with the Standard Contract 
referred to in Paragraph 3, except that in the event either the Basic Contract 
or the Contract between the Southeastern Power Administrator and Customer 
above described, is terminated, then this Special Contract shall also be 
terminated. 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be 


executed in duplicate by their duly authorized officers on this _. day of _--------- ‘ 

20... 
GEORGIA POWER COMPANY, 
I ccs or ikatns x Seen ain cece chia Beier cade 
(Vice President 

Sak It) alls) ne Or. kL Terr 

Pers) Se ee Po ee neh ase 

I os adh, Ah Oh canta deol etietiatl 


APPENDIx Q 
DECEMBER 2, 1954. 
MEMORANDUM 


To: Mr. D. M. Pollock, President, Georgia Electric Membership Corp. 
From: T. V. Treadway. 
Reference: Georgia Electric Membership Corp.—Clark Hill contract draft. 

I am setting forth below in outline form suggestions relative to the drafting 
of a suitable contract for disposition of Clark Hill power in the State of Georgia. 

In our efforts to obtain the benefits of the Clark Hill project, we have insisted 
on adherence to two basic principles: 

(1) Clear and unencumbered title to the power directly from the Govern- 
ment to the cooperatives. 

(2) A fair share (to be determined by negotiation) of the economic 
benefits of the project, taking into account the full capability of the project 
(recognizing the dependable capacity to be 122,000 kilowatts). The full 
capacity of the project to the extent of the recognized dependable capacity 
and firm energy should be available to the preference customers as well 
as the benefit from the expected use of secondary energy to the full extent 
of availability. 

Our insistence on the adherence to the above stated principles is for reasons 
of protection for the cooperatives’ rate and future security and for no other 
reason. 

Any contract which clearly is based upon and complies with the above stated 
principles would be acceptable to the cooperatives. 

In the three-party proposal previously made to the Secretary of the Interior, 
we endeavored to track these principles very carefully. 

The Georgia Electric Membership Corp., was utilized to serve as a vehicle for 
the mechanical purpose of acquiring title to, and passing on to the cooperatives, 
the benefits of the Clark Hill power and energy. We do not believe, however, 
that the insertion of the Georgia Electric Membership Corp., is necessary to 
establish this principle, and therefore would be willing to accomplish the same 
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ends by other means. We therefore propose that an agreement be drafted along 
the following general lines: 

(1) The cooperatives and municipalities throughout the State of Georgia 
having a justified interest in the power at Clark Hill would be recognized in 
the contract as “preference customers.” 

(2) The preference customers will each collectively execute one contract 
document wherein the preference customers, collectively, purchase the total 
assignable power in the State of Georgia from the Government at the bus 
bar of Clark Hill. 

(3) This power is subsequently made available to the Georgia Power Co. 
at the same prices paid by the preference customers to the Government for 
the Clark Hill power. 

(4) There would then be a pooling of power and facilities to the extent 
that the power from Clark Hill would be made available by the cooperatives 
and the facilities and generation capacity of the Georgia Power Co. would 
likewise be made available from which pool each would draw whatever 
power was useful. The preference customers would obtain from the pool 
an amount of power which would be specified in the contract with assign- 
ments of capacity and energy (at a load factor, perhaps, of 50 percent per 
month) with the assignment being tabulated and fixed in the contract. This 
would fix the amount of power and the rate for delivery to the preference 
customers and specify the location, generally, for delivery to each preference 
customer. The deliveries would be made at the substations of the individual 
preference customers, and their additional power needs over and above those 
specified in the contract would be provided by the Georgia Power Co. in 
separate contracts. 

(5) A trustee would be designated, and each participating preference cus- 
tomer would pay to the trustee an amount of money representing an esti- 
mated 1 month pro rata share of the Clark Hill power bill creating a trust 
fund from which the trustee would pay to the Government monthly the power 
bill for the purchase of Clark Hill power. The trustee would, at the same 
time, be directed to send to the Georgia Power Co. a bill amounting to the 
same amount as the Clark Hill power bill. On payment of this bill by the 
Georgia Power Co., the funds would go to the trust fund and thereby pay- 
ment to the Government would be at all times guaranteed and safe. 

In such an arrangement as this, the cooperatives and municipalities would 
be guaranteed a fair share of the power from Clark Hil at a specified rate and 
would clearly have title to the power, although that title was a joint title reposing 
in each of the preference agencies. 

In order to provide flexibility, the contract could contain a provision per- 
mitting the withdrawal of a preference agency from this contract by declaring 
its stated share of Clark Hill power to become available to the remaining 
preference agencies at their option. 

We believe that the above outline of a contract can be drafted into a workable 
solution to this problem. The technical relationships of power, its scheduling, 
and use in such an arrangement, would require detailed attention of those 
thoroughly acquainted with the aspects of the project, and it is our recommenda- 
tion that the Department of the Interior utilize the Southeastern Power Admin- 
istration to draft such a proposal, following which the contract could be sub- 
mitted to both the Georgia Power Co. and the cooperatives for our mutual 
consideration. 

Such an arrangement as is outlined herein would obviate the necessity to 
refer to wheeling and would eliminate the superimposition of the Georgia 
Electric Membership Corp. as an operating power agency in the State. The 
Government is required by the law to sell to the preference customers, and this 
sale would be a direct sale in an arrangement whereby the preference agencies 
would have automatically arranged for delivery of power of a different type in 
exchange for the project power which was delivered to the Georgia Power Co. 

We believe that the contract should be acceptable to all parties and suggest it 
as a possible solution to this rather critical problem. 

T. V. TREaDWaAy. 
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APPENDIX R 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington 25, D. C., May 31, 1955. 
Mr. HAgLLEE BRANCH, Jr., 
President, Georgia Power Co., 
Atlanta, Ga. 

Dear Mr. Brancn: In accordance with our recent discussions in the office of 
Mr. Clarence Davis, Under Secretary of the Department of the Interior, we are 
forwarding you the following: 

1. Three copies of a proposed form of contract providing for the sale at 
the bus bar of Clark Hill electric power to individual REA-financed electric 
cooperatives in Georgia. 

2. Three copies of a proposed form of contract providing for the resale 
of this Clark Hill power by the individual Georgia cooperatives to your 
company, and for your company to furnish the power requirements of the 
cooperatives. 

3. A certified copy of a resolution adopted by a unanimous vote by mem- 
bers of the Georgia Rural Electric Membership Corp. at a meeting in At- 
lanta, Ga., on May 27, 1955. 

These proposals were worked out by members of the staff of the Department of 
the Interior, by the power committee of the Georgia Rural Electric Membership 
Corp., and by members of the REA staff and myself. We believe they are work- 
able and fair to all parties concerned. 

We would like to ask that you and your associates review the proposals and 
give us your comments at an early date. If we can be of assistance to you in 
the course of your review, we shall be glad to do whatever we can. 

Sincerely yours, 

ANCHER NELSEN, Administrator. 


May 27, 1955. 


ConTrRACT Executep BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATION 
AND _____- ELectrrc MEMBERSHIP CORPORATION 


THIS CONTRACT, exeented —__- _....... by and between the Unrrep STATES 
or AMERICA (hereinafter called ‘the Government”), Department of the Interior, 
acting by and through the Southeastern Power Administration (hereinafter 
called “the Administrator’), and -_-.__. ELectric MEMBERSHIP CORPORATION 
(hereinafter called “the Cooperative’), an electric cooperative organized and 
existing under the laws of the State of Georgia. 


WITNESSETH : 


Whereas the Secretary of the Interior is authorized by Section 5 of the Flood 
Control Act of 1944 (16 U. S. C., 1946 ed., See. 825a) to transmit and dispose 
of electric power generated at reservoir projects under the control of the De- 
partment of the Army not required in the operation of such projects, and the 
Secretary of the Interior has by Departmental Order No. 2556, dated March 21, 
1950 (15 F. R. 1901) delegated to the Administrator his authority under said 
Section 5 with respect to projects then or thereafter constructed in the State 
of Georgia ; and 

Whereas the Department of the Army has constructed a certain Federal mul- 
tiple-purpose reservoir project for flood control, steam regulation, navigation 
and power, located on the Savannah River approximately 18 miles northwest 
of Augusta, Georgia, known as the “Clark Hill Reservoir Project” (hereinafter 
called “the Project’) ; and 

Whereas the Government and the Cooperative do not have facilities necessary 
for the transmission of electric power and energy from the Project to the dis- 
tribution system of the Cooperative, and the Georgia Power Company (herein- 
after called “the Company”) has a transmission system interconnecting with 
the Project and the distribution system of the Cooperative; and 

Whereas the quantity of electric power and energy available from the Project 
to the Government for sale to the Cooperative and other customers entitled to 
preference in the sale of such power and energy is insufficient to permit the 
allotment to the Cooperative of all of its electric requirements; and 
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Whereas the Cooperative and the Company propose to enter into a contract 
(hereinafter called “the Cooperative-Company Contract”), which shall be effec- 
tive upon the Operative Date of this contract as hereinafter defined, providing 
for the sale, at the Project, by the Cooperative to the Company of the electric 
power from the Project allotted to the Cooperative under this Contract and the 
purchase by the Cooperative from the Company of all of its electric power and 
energy requirements at the points of delivery specified in the Cooperative-Com- 
pany Contract in accordance with the terms thereof; and 

Whereas, under the provisions of Section 5 of the Flood Control Act of 1944 
aforesaid, it is provided that the Secretary of the Interior, in disposing of avail- 
able electric power and energy from such a project, should do so according to the 
following provisions: 

(1) “Rate schedules shall be drawn having regard to the recovery * * * 
of the cost of producing and transmitting such electric energy, including the 
amortization of the capital investment allocated to power over a reasonable 
period of years” ; 

2) The power shall be sold at “fair and reasonable terms and conditions 
to facilities owned by the Federal Government, public bodies, cooperatives, 
and privately owned companies” ; 

(3) Preference in the sale of such power “shall be given to public bodies 
and cooperatives” ; 

(4) The power shall be sold “in such manner as to encourage the most 
widespread use thereof at the lowest possible rates to consumers consistent 
with sound business principles” ; 

(5) The rate schedules at which the power is sold shall be approved by the 
Federal Power Commission ; 

(6) The Secretary is authorized to construct or acquire “from funds to be 
appropriated by the Congress, * * * only such transmission lines and re- 
lated facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on 
fair and reasonable terms and conditions to facilities owned by Federal 
Government, public bodies, cooperatives, and privately owned companies” ; 
and 

Whereas, the parties hereto have agreed upon a plan which is embodied in this 
Contract and the Cooperative-Company Contract and contracts similar to this 
Contract and the Cooperative-Company Contract to which other electric member- 
ship corporations, the Government and the Company are parties, whereby of the 
aforesaid provisions may be complied with so that (a) public bodies and coopera- 
tives will obtain benefits of such available power at whatever price and other 
advantages as may be provided under Section 5 of the Federal Flood Control Act 
of 1944; (b) such public bodies and cooperative may obtain any additional 
power required by them from the Company; (c) there will be a widespread use of 
such available power by public bodies, cooperatives, and others at the lowest pos- 
sible rates, consistent with sound business principles; and 

Now, therefore, in consideration of the mutual covenants herein contained, the 
parties hereto agree as follows: 

Section 1. Power and Energy to be Furnished by the Government.—The Gov- 
ernment will deliver to the Cooperative and the Cooperative will receive and pay 
for, at the points of delivery hereinafter described, its pro rata share (as set 
forth in the list of Cooperatives in Schedule A attached hereto and by reference 
made a part hereof) of fifty percent (50%) of all electric power and energy 
produced by the Project, except as hereinafter provided. 

Section 2. Scheduling.—The Cooperative shall appoint an agent (hereinafter 
called “the Operating Agent’), which Operating Agent for the purpose of this 
Contract shall be authorized to schedule and accept deliveries of electric power 
and energy for the Cooperative in Accordance with an operating agreement 
between the Operating Agent and the Government, such agreement to be subject 
to the approval of the Cooperative, in all respects with the same force and effect 
as the Cooperative could acting through its authorized officers. The Operating 
Agent appointed by the Cooperative pursuant to this section shall be the Com- 
pany, which is the same Operating Agent appointed by the other electric member- 
ship corporations listed in Schedule ____ attached hereto and by this reference 
made part hereof. The Cooperative covenants that the authority vested in said 
Operating Agent shall not be revoked during the term of this Agreement. 

Section 3. Voltage, Points of Delivery, and Electrical Characteristics.—The 
electric power and energy furnished hereunder shall be delivered at ____ volts as 
three-phase, 60-cycle alternating current at __-.__-__-__-__ . 
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Section 4. Rates and Charges.—The Government shall calculate the charges for 
all power and energy delivered to all the Cooperatives listed in Schedule A 
through the Operating Agent as designated above, in accordance with the follow- 
ing rates and charges: 

(a) The Government shall charge the rate of 75 cents per kilowatt per month 
for 120,000 kilowatts, or such portion thereof as is made available to the Cooper- 
atives listed in Schedule A in accordance with the provisions of this Contract, 
and at the rate of 3.4 mills per kilowatt-hour for all energy received from the 
Project up to a maximum equivalent to 32 percent load factor during any month, 
provided, however, that such energy shall be delivered during the peak hours as 
defined in the Operating Agreement between the Government and the Coopera- 
tive’s duly appointed Operating Agent. 

(b) The Government may supply additional capacity to the extent such capac- 
ity is available at the Project from time to time at 3 cents per kilowatt per day; 
provided, however, that the purchase of such capacity shall be at the option of 
the Cooperative’s duly appointed Operating Agent. 

(c) The Government may deliver energy from the Project during peak period 
hours (excluding primary energy that must be generated at off-peak hours) as 
defined in the Operating Agreement between the Government and the Coopera- 
tive’s Operating Agent in excess of that provided for under paragraphs (a) and 
(b) of this Section 4 at the rate of 3.4 mills per kilowatt-hour for the first 4 
million kilowatt-hours per week. ‘The delivery of secondary energy in an amount 
of more than 4 million kilowatt-hours per week shall be by mutual agreement at 
a rate to be agreed upon at the time such energy is determined to be available. 

(d) Energy used for operation of the generators as condensors shall be 
returned to the Government in kind in the manner provided for in the Operating 
Agreement between the Government and the Cooperative’s Operating Agent. 

(e) If at any time during the term of this Contract the rate specified herein is 
modified, such modified rate shall become applicable to deliveries under this 
Contract commencing with the first complete billing period following the effective 
date of such modified rate. 

(f) The amounts of capacity and energy referred to in this Section 4 hereunder 
may be adjusted from time to time by mutual agreement. 

Section 5. Billing and Payments.— 

(a) Charges for each month’s service, calculated in accordance with Section 4 
of this Contract shall be pro rated to the Cooperative in accordance with its pro 
rata share of such charges as specified in Schedule A and a bill in such amount 
shall be rendered promptly to the Cooperative and shall be paid on or before the 
20th day following the date of mailing. 

(b) End of month meter readings for billing under this Contract shall be 
made on the last regular working day of each month or as near thereto as may 
be practicable. 

Section 6. Meters and Metering.—The electric power and energy delivered here- 
under will be measured at or as of the points of delivery. When measurement 
is made at any location other than a point of delivery, suitable adjustment for 
losses between the point of measurement and the point of delivery shall be agreed 
upon in writing between the parties hereto and shall be applied to all measure- 
ments so made. 

Section 7. Service Interruptions.— 

(a) No credit shall be allowed the Cooperative for any interruption or cur- 
tailment of power and energy delivery to the Cooperative by the Government of 
less than one hour duration, for any interruption or curtailment of such delivery 
(regardless of duration) resulting from conditions on the Cooperative’s system 
or that of its Operating Agent, or for any interruption or curtailment of such 
delivery of one hour or longer duration which has been planned and agreed to 
in advance by the operators of the systems of the parties hereto. All such agree- 
ments shall be confirmed in writing. 

(b) When energy delivery to the Cooperative is reduced or interrupted for 
one hour or longer, and such reduction or interruption is not due to conditions 
on the system of the Cooperative or of its Operating Agent, the demand charge 
for the month shall be appropriately reduced. 

Section 8. Operating Policies—The Cooperative will cooperate with the Gov- 
ernment in promoting the widespread and abundant use of electric power and 
energy and to that end it will be the primary objective of the parties hereto to 
make electric service available to the ultimate consumers at the lowest possible 
rates consistent with sound business principles. The Cooperative agrees that it 
will resell energy purchased hereunder only at rates approved by the Rural Elec- 
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trification Administration. The Cooperative will currently keep on file with the 
Administrator complete copies of such rates and will furnish to the Administrator 
a copy of its annual report to the Rural Electrification Administration. 

Section 9. Uncontrollable Forces.—Neither party hereto shall be considered to 
be in default in respect of any obligation hereunder if prevented from fulfilling 
such obligation by reason of uncontrollable forces, including but not limited to 
failure of facilities, flood, earthquake, storm, lightning, fire, epidemic, war, riot, 
civil disturbance, labor disturbance, or restraint by court or public authority, 
which by exercise of reasonable diligence and foresight could not have been 
avoided. Either party rendered unable to fulfill any obligation by reason of an 
uncontrollable force remove such inability with all reasonable dispatch. 

Section 10. Notices —Except as otherwise specified herein, any notice, demand, 
request, or approval required or authorized by this Contract shall be deemed 
properly given on behalf of the Government if mailed, postage prepaid, to the 
officer signing for the Cooperative at the address shown on the signature page 
hereof, and on behalf of the Cooperative if mailed, postage prepaid, to the Ad- 
ministrator at the address shown on the signature page hereof. The designation 
of the person to represent either party for such purposes, or the address of such 
person, may be changed at any time by similar notice. 

Section 11. Contingent upon Appropriations.—Where the operations of this 
Contract extend beyond the current fiscal year, the Contract is made contingent 
upon Congress making an appropriation for funds for necessary expenditures 
after such current year shall have expired. In case such appropriation as may 
be necessary to carry out this Contract is not made, the Cooperative hereby 
releases the Government from all liability due to the failure of Congress to 
make such appropriations. 

Section 12. Officials not to Benefit—-No member of or delegate to Congress 
or Resident Commissioner shall be admitted to any share or part of this Con- 
tract or to any benefit that may arise herefrom, but this restriction shall not 
be constructed to extend to this Contract if made with a corporation or company 
for its general benefit. 

Section 13. Waivers.—Any waiver at any time by either party hereto of its 
rights with respect to a default or any other matter arising in connection with 
this Contract shall not be deemed to be a waiver with respect to any subsequent 
default or matter. 

Section 14. Assignment of Contract.—This Contract shall inure to the benefit 
of and shall be binding upon the respective successors and assigns of the parties 
hereto; provided, however, that neither this Contract nor any interest therein 
shall be transferred or assigned except as provided in Schedule A, by either party 
to any party other than the United States or any agency thereof without the 
written consent of the other. 

Section 15. Construction of Contract.—This Contract shall not be construed 
as creating a legal obligation to any party other than the parties to this Contract, 
as requiring the Cooperative to serve persons other than its members, or as 
altering the legal status of the Cooperative under the laws of the State of 
Georgia. 

Section 16. Operative Date.—Deliveries of power and energy under this Con- 
tract shall commence on the first day of the month following the date of receipt 
by the parties hereto of notice necessary approvals as provided in Section 20 
(hereinafter called “the Operative Date”); provided, however, that if for any 
reason deliveries of power and energy hereunder have not been init‘ated on or 
EO ah ececsee emesis , this Contract ipso facto shall terminate and 
have no further force or effect. 

Section 17. Term.—This Contract shall remain in force and effect for a period 
of fifteen (15) years from the Operative Date. 

Section 18. Termination in the Event of Rate Increase——If the rates for 
power and energy hereunder shall be increased by the action of a duly constituted 
regulatory body having jurisdiction, the Cooperative may, at its election, termi- 
nate this Contract by delivery of a written notice to the Government within 
ninety (90) days after receipt by the Cooperative of notice of such increase, 
such termination to be effective on the date specified by the Cooperative in its 
notice of termination but not later than three (3) years from the date of such 
notice; provided, further, that in the event of notice of termination of this 
contract by the Cooperative the rates for electric power and energy furnished 
hereunder as in effect prior to such increase shall be and remain in effect during 
the remaining term of this contract until the effective date of such termination. 

Section 19. Approvals.—This Contract shall not become effective or have any 
force or effect unless and until— 
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(a) the Cooperative-Company Contract has been executed by the parties 
thereto and all approvals necessary to the effectiveness thereof have been 
obtained ; 


(b) it is approved by all regulatory bodies, if any, having jurisdiction; 
and 


(ec) it is approved by the Administrator of the Rural Electrification Ad- 
ministration. 


IN WITNESS WHEREOF, the parties hereto have executed this Contract the day 
and year first above written. 
UNITED STATES OF AMERICA, 


DEPARTMENT OF THE INTERIOR, 
WY SS senha ei 
Administrator, Southeastern Power 
Administration, Elberton, Georgia. 


ELEcTRIC MEMBERSHIP CORPORATION, 


[SEAL] 
Attest: 


Address 


May 27, 1955. 


AGREEMENT FOR THE PURCHASE AND SALE OF ELECTRIC PowWER AND ENERGY 


AGREEMENT made as of __- _., between __ 


Corporation (hereinafter called the “Cooperative”’), a corporation organized 
and existing under the laws of the State of Georgia, and Georgia Power Com- 
pany (hereinafter called the “Company”), a corporation organized and existing 
under the laws of the State of Georgia: 

Whereas the Cooperative has entered into a contract dated ~~ -_--___ 
(hereinafter called the “SEPA Hydro Contract’), with the United States of 
America (hereinafter called the “Government”’), Department of the Interior, 
acting by and through the Southeastern Power Administrator, for the sale by the 
Government to the Cooperative of that portion of the hydroelectric power 
and energy available to the Government from the Clark Hill Reservoir Project 
(Hereinafter called the “Project”) allotted to the Cooperative: and 

Whereas the Company's transmission system is interconnected with the 
Project, as well as the Cooperative’s distribution system; and 

Whereas the Cooperative requires more electric power and energy than is 
available to it under the SEPA Hydro Contract: and 

Whereas the Company is willing to furnish all of the electric power and energy 
required by the Cooperative on the terms and conditions hereinafter set forth: 

Now, therefore, in consideration of the mutual undertakings herein con- 
tained, the parties hereto agree as follows: 


_.. Electric Membership 


ARTICLE I 


Sale of Power and Energy to Company 


In consideration for the agreement by the Company to sell to and exchange 
with the Cooperative electric power and energy at the rates specified in Section 
8 (a) of Article II of this Contract, the Cooperative agrees to sell to and ex- 
change with the Company the electric power and energy made available to it 
from the Government under the SEPA Hydro Contract as follows: 

Section 1. Power and Energy to be furnished by the Cooperative—The Coop- 
erative will deliver to the Company and the Company will receive and pay for, 
at the same rates and subject to the same terms and conditions as are included 
in the SEPA Hydro Contract, at the points of delivery hereinafter described, 
the Cooperative’s pro rata share (as set forth in the list of Cooperatives in Sched- 
ule A attached hereto and by reference made « part hereof) of fifty percent 
(50%) of all electric power and energy produced by the Project, except, as here- 
inafter provided. 

Section 2. Voltage, Points of Delivery, and Electrical Characteristics —The 
hydroelectric power and energy made available to the Company under this 
Article I shall be delivered at a nominal voltage of __-_ volts at the Corps of 
Engineers’ substation at the Project as three-phase, 60 cycle alternating current. 
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Section 3. Modification of SEPA liydro Contract Rates.—If at any time during 
the term of this contract, the rates and quantities of Project power specified in 
the SEPA Hydro Contract between the Cooperative and the Government are 
modified, such modified rates and quantities shall become applicable to deliveries 
under this Article of this Contract commencing with the first complete billing 
period following the effective date of such modified rates. 


ARTICLE II 
Sale of Power and Energy to the Cooperative 


Section 1. Power and Energu Available—The Company shall sell and deliver 
to the Cooperative and the Cooperative shall purchase and receive from the 
Company all of the electric power and energy required by the Cooperative dur- 
ing the term of this Agreement; provided, however, that nothing herein con- 
tained shall prevent the Cooperative from purchasing available electric power 
and energy from any other Government Project. 

Section 2. Voltage, Points of Delivery and Electrical Characteristics —The 
electric power and energy furnished pursuant to this Article II shall be deliv- 
ered as three-phase, 60 cycle alternating current at the points of delivery and 
at voltages specified below or such other points and voltages as may be mutually 
agreed upon: 


Section 3. Rates—In consideration of the furnishing of the electric power 
and energy made available to the Cooperative from the Government under the 
SEPA Hydro Contract to the Company as prescribed in Article I of this Contract 
and the resulting economic benefits accruing to the Company through the use 
of such electric power and energy as described and at the rates set forth in 
Article I, it is agreed that the Company shall furnish electric power and energy 
to the Cooperative and the Cooperative shall pay the Company monthly for 
electric power and energy furnished under this Article II at the following rates: 

a. 6 Mills per KWH for the first __-_. KWH of the Cooperative’s monthly 
requirements. The Cooperative may allocate among its delivery points the 
amount of energy herein specified, by giving to the Company 60 days written 
notice thereof, not more frequently than one in each twelve months. 

b. The Company agrees to sell electric power and energy to the Coopera- 
tive over and above that furnished under Section 3 (a) of this Article, and 
the Cooperative agrees to accept, use and pay for such additional energy 
at the price per kilowatt-hour which the Company’s regular applicable rate 
applied to the Cooperative’s total energy use during the month, would 
have earned. The provisions of the company’s regular applicable rate 
schedule shall apply at each delivery point only to energy furnished by 
the Company in excess of the energy (as allocated) to which the rate in 
subsection (a) is applicable. 

Section 4. Scheduling—The Cooperative hereby appoints the Company its 
Operating Agent pursuant to Section 5 of the SEPA Hydro Contract to schedule 
and accept deliveries of hydroelectric power and energy and the Company 
hereby accepts such appointment and agrees to perform its obligations under 
the terms of the operating agreements approved by the cooperatives. 

Section 5. Modification of SEPA Hydro Contract Rates.—If at any time during 
term of this Contract the rates or quantities of project power specified in the 
SEPA Hydro Contract between the Cooperative and the Government is modified 
the rate and quantities set forth in Section 3 (a) of this Article shall be modified 
accordingly commencing with the first complete billing period following the 
effective date of such modified SEPA Hydro Contract rate. 


ARTICLE III 
Miscellaneous 


Section 1. Billing and Payment.—Each party shall compute monthly the amount 
due for service furnished by it hereunder and shall submit to the other a billing 
Statement of the net amount to be paid in accordance with the rates set forth 
in this Contract. The Cooperative or the Company, as the case may be, shall 








598 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


within fifteen (15) days after the receipt of such billing statement make pay- 
ment of the amount set forth in the billing statement to the party entitled thereto. 

Section 2. Meters and Metering.—The electric power and energy delivered 
hereunder will be measured at or as of the points of delivery. When measure- 
ment is made at any location other tban a point of delivery, suitable adjust- 
ment for losses between the point of measurement and the point of delivery 
shall be agreed upon in writing between the parties hereto and shall be applied 
to all measurements so made. 

Section 3. Right of Access—The Cooperative will also give all necessary 
permission to enable the agents of the Company to carry out this Agreement 
and construct and maintain its lines and circuits in and at all places required 
by the Company and owned, leased, or controlled by the Cooperative. The 
Cooperative also gives the Company the right at all times by its duly authorized 
agents and employees, to enter the premises of the Cooperative at all reasonable 
times, for the purpose of keeping in repair or removing its property, or inspecting 
its own or the Cooperative’s wires, reading meters and performing any other 
work incident to rendering the service hereby contracted for. 

Section 4. Liability.—Both parties hereto agree to keep their machinery, lines, 
apparatus, and appliances in a safe condition, and neither party hereto shall 
be responsible for damage to the machinery, apparatus, appliances, or other 
property of the other caused by lightning, or by defects in or failure of the 
machinery, apparatus, or appliances of the one suffering such damage from 
such causes, and the Company shall not be in any way responsible for the trans- 
mission or control of said electrical energy beyond the point of its delivery to the 
Cooperative, except where damage shall have been occasioned by the negligence 
of the Company, its agents or employees. 

Section 5, Uncontrollable Forces.—Neither party shall be considered to be 
in default in respect to any obligation under this Agreement if prevented from 
fulfilling such obligation by reason of uncontrollable forces. For the purpose 
of this Agreement, the term “uncontrollable forces’ means any cause beyond 
the control of the party affected, including, but not limited to, failure of facilities, 
flood, backwater caused by flood, drought, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority, which by exercise of due diligence and foresight 
such party could not reasonably have been expected to avoid. Either party 
rendered unable to fulfill any obligation by reason of uncontrollable forces shall 
exercise due diligence to remove such inability with all reasonable dispatch. 

Section 6, Operative Date.—Deliveries of power and energy under this Agree- 
ment shall commence on the first day of the month following the date of 
receipt by the parties here of of notice of necessary approvals as provided in 
Section 9 of this Article (hereinafter called the “Operative Date”) ; provided, 
however, that, if for any reason deliveries of power and energy hereunder have 
not been initiated on or before ___- ......, this Agreement ipso facto 
shall terminate and have no further force or effect. 

Section 7. Term.—This Agreement shall remain in force and effect for a period 
of fifteen (15) years from the Operative Date. 

Section 8. Termination in the Event of Rate Increase—If the rates for power 
and energy hereunder shall be increased by the action of a duly constituted 
regulatory body having jurisdiction, the Co-operative may, at its election, termi- 
nate this Agreement by delivery of a written notice to the Company within 
ninety (90) days after receipt by the Cooperative of notice of such increase, 
such termination to be effective on the date specified by the Cooperative in its 
notice of termination but not later than three (3) years from the date of such 
notice; provided, further, that in the event of notice of termination of this 
Agreement by the Cooperative the rates for electric power and energy furnished 
hereunder as in effect prior to such increase shall be and remain in effect during 
the remaining term of this agreement until the effective date of such termination. 

Section 9, Approvals.—This Agreement shall not become effective or have any 
force or effect unless and until: 

(a) the SEPA Hydro Contract has been executed by the parties thereto 
and all approvals necessary to the effectiveness thereof have been obtained ; 
(b) it is approved by any regulatory body having jurisdiction; and 

(c) it is approved by the Administrator of the Rural Electrification 
Administration. 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of 
the day and year first above written. 


z __ ELEcTRIC MEMBERSHIP CORPORATION, 


[SEAL] BN Sissies sas ks cpr sealed ca sa Se ISR 
Attest: 
Secretary. 
GEORGIA POWER COMPANY, 
[SEAL] DG ccnkeetseereteae cee ne 
President. 
Attest: 
Secretary. 
Approved, this __ day of _----_----_, 1995. 
UNITED STATES OF AMERICA, 
TR ceitermesnnintones me Sioa ? 


Administrator, Southeastern Power Administration. 


APPENDIX S 


Whereas there has been submitted to this meeting drafts (which are attached 
hereto and made a part hereof) of a form of contract between United States 
of America, acting through the Southeastern Power Administration, and each 
of the Georgia electric membership corporations and a form of contract between 
each such electric membership corporations and the Georgia Power Co., em- 
bodying a plan for tke disposition by the Government of the portion of the 
electric power and energy produced at the Clark Hill Reservoir project which 
is available for sale to such electric membership corporations under the terms 
of section 5 of the Flood Control Act of 1944; and 

Whereas such plan, in its general outlines, offers a satisfactory means of en- 
abling the electric membership corporations of Georgia to obtain the respective 
shares of Clark Hill project power and energy (in accordance with the terms 
and conditions in the attached drafts of contracts) to which they are legally 
entitled ; and 

Whereas the power committee of the GEMC proposes a rate of 5.75 mills 
per kilowatt-hour for 350 million kilowatt-hours annually, but in recognition 
of the desirability to settle this matter, recommends acceptance of a maximum 
of a 6-mill rate rather than have the negotiations fail: Now, therefore, be it 

Resolved, That this meeting recommend to the electric membership corpora- 
tions of Georgia that the plan for disposition of Clark Hill power embodied 
in the drafts submitted to and considered by this meeting be approved and con- 
tracts substantially in the general form attached hereto be executed, it being 
understood, however, that such recommendation is subject to the following 
conditions : 

1. The 6-mill-per-kilowatt-hour rate set forth in the draft of contract between 
the company and each cooperative is acceptable to the cooperatives only if the 
company is willing to offer such 6-mill rate; and same is applicable to 350 mil- 
lion kilowatt-hours annually. 

2. The terms of the operating agreement betwen Southeastern Power Admin- 
istration and the company, which remains to be negotiated, shall be acceptable 
to the cooperatives and consistent with the provisions of the attached drafts of 
SEPA-cooperative contract and company-cooperative contract : 

3. Minor revisions of the drafts to insure that they are workable in all details 
may be made by the power committee as the result of discussions wtih SEPA 
and the company. 

I, Ernest G. Smith, secretary of Georgia Electric Membership Corp., certify 
that the above resolution was adopted unanimously by all members in attend- 
ance at a meeting held in Atlanta, Ga., on May 27, 1955. 

ERNEST G. SMITH, 
Secretary, Georgia Electric Membership Corp. 














EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


WEDNESDAY, SEPTEMBER 7, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pustic Works anp Resources, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Denver, Colo. 

The subcommittee met, pursuant to notice, at 10:15 a. m., in the 
State Capitol, Denver, Colo., Representative Earl Chudoff (chair- 
man of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Moss, 
Mollohan, Hoffman, Knox, and Jonas. 

Also present: Representative Wayne N. Aspinall, James A. Lani- 
gan, counsel for the Subcommittee on Public Works and Resources; 
H. Vance Austin, associate counsel; and Arthur Perlman, staff 
director. 

Mr. Cuuporr. The subcommittee will be in order. 

I first would like to apologize for the late start this morning. We 
usually start promptly at the time indicated, which is 10 o’clock, but 
due to some technical difficulties in the room, it took us a little while 
to get set up. 

If any member of the committe or any of the audience wishes to 
remove their coats, I think it is going to be quite warm before the 
day is over, and they have permission to do so, and I think I will start 
by removing mine. 

The subcommittee appreciates the number of men who have come 
to Denver for the purpose of giving information that is important 
for the Congress of the United States. We need to know how the 
laws we have passed are being observed and what new laws might 
be needed. 

We have received numerous complaints that the partnership concept, 
which is a new idea of the present administration, is being abused, 
and that the partnership with investor-owned utilities has been 
forced on rural electric cooperatives in such a way that the coopera- 
tives have been less well off under the partnership than they might 
have been under independent operation of the facilities. 

We are asking the people of Colorado to tell us what you know 
about the problem in connection with the Generation and Transmission 
Association, the Colorado Ute. 
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Is Mr. Frank Meaker in the room ? 

Will you please take the witness chair, Mr. Meaker ? 

Mr. Meaker, I understand that you are a former member of the 
Colorado House of Representatives; is that correct? 


STATEMENT OF FRANK MEAKER, MEMBER, BOARD OF DIRECTORS, 
DELTA-MONTROSE RURAL POWER LINES, AND PRESIDENT, 
CGLORADO UTE ELECTRIC ASSOCIATION, MONTROSE, COLO. 


Mr. Meaxer. That is correct. 

Mr. Cuvuporr. Would you please identify yourself for the reporter? 

Mr. Mraxer. My name is Frank Meaker. I live at Montrose, Colo. 
I am president of the Colorado Ute Association. I am a citizen of the 
United States. I was elected on the Republican ticket to the house 
of representatives. 

I want to take you back 20 years when the Congress of the United 
States offered the private utilities all the money they needed at 2 
percent interest to carry power to the rural areas. At that time we in 
the rural areas were begging the local utilities to give us service. 

Mr. Horrman. Pardon me, Mr. Chairman, I note the witness is 
reading from a statement. May we have copies? 

Mr. Meaker. I just got this. 

Mr. Cuvuporr. Do you havea copy of the statement ? 

Mr. Meaxer. I have got this to leave with you. 

Mr. Cuuporr. You don’t have any extra copies for the members of 
the committee ? 

Mr. Meaker. No. 

Mr. Cuvuporr. All right. Will you continue, please? It is well, 
Mr. Meaker, and usually the practice in Washington that where a 
prepared statement is being offered by a witness, that additional 
copies be prepared for members of the committee or subcommittee 
listening to the witness, but it is not fatal, and don’t worry about it. 
If you have them, we would like to have them, but since you don’t, 
you can go ahead with your statement. 

Mr. Meaxer. I won’t worry about it. 

I will go back and start over, since I have been interrupted. 

Mr. Horrman. Before you go further, what is the policy, Mr. 
Chairman? Do we ask questions as he goes along, or do you prefer 
that he complete his statement and then we ask questions? 

Mr. Cuuporr. The practice that we have been following in the sub- 
committee is after the witness has given his prepared statement, then 
the floor is turned over to the various members of the committee for 
questioning. 

Mr. Horrman. And then, before we ask questions, may we have a 
copy, so if we do not catch it as we go along, we will know what is in 
his statement ? 

Mr. Cuuporr. Mr. Meaker says he does not have individual copies, 
but I will ask him to give that one to you, Mr. Hoffman, if you feel 
you need it. 

Mr. Horrman. I think I will. 

Mr. Cuuporr. After he is through with it, he will turn it over to 
you, and after you are through with it, will you give it to the re- 
porter ? 
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Will you continue, Mr. Meaker ? 

Mr. Mraxker. I want to take you back 20 years when the Congress 
of the United States offered the private utilities all the money they 
needed at 2 percent interest to carry power to the rural areas, and at 
that time we in the rural areas were begging the local utilities to give 
us service. They turned thumbs down on 1 the offer that C ongress m: rade 
them, and it was after that that the Congress of the United States 
passed the Rural Electrification Act. Then we in our respective areas 
went to work and organized our local cooperatives. To our surprise, 
as soon as the utilities saw we were going to get our loan to serve the 
rural areas and before we could get our equipment on the ground 
for. actual construction, they re ached out into the most thickly pop- 
ulated areas with serv ice and left us with the thinly populated areas 
to service. In other words, all we had was the skim milk. 

Now, having perfected our organization and covered most of our 
area with powerlines we soon realized our growing need for more 
power and better service which the power company could not furnish. 
We then called together our neighbor co-ops to discuss our predica- 
ment, and some 14: years ago we organized the Colorado Ute Electric 
Association for the purpose of making an application for a G. and T. 
loan to serve the 4 co-ops. The war came on and made it impossible 
for us to get recognition of our needs. We bided our time and after 
the war revised our efforts. We made numerous trips to Washington 
and went over a mass of detail and finally proved to the Rural Electri- 
fication Absieintention that our application for a G. and T. loan was 
feasible, and much to our surprise we were then asked to form a part- 
nership with the utilities corporation that originally refused to serve 
us and then later gave us much difficulty by building spite lines. 

I told Mr. Nelsen in his office that I didn’t like this marri age with 
the people that had caused us so much trouble and was afr aid that 
it might develop into a divorce and the alimony might be expensive. 
However, we did enter into the shotgun wedding and signed a con- 
tract with the Western Colorado Power Co. and are now in the process 
of working out details for the processing of the loan, and with these 
few vanacks I want to say that I will conclude at this time by making 
this last statement, that we are paying our way with taxes and interest 
and we have not yet asked the Federal Government for any tax 
writeofts. 

I thank you. 

Mr. Cuuporr. Mr. Moss. do you have any questions? 

Mr. Moss. Yes, I have some questions. 

Mr. Meaker, you referred to a shotgun wedding in this matter of a 
contract. When did you conclude a contract with—is it Western 
Colorado? 

Mr. Meaxer. Western Colorado Power Co. Just recently. 

Mr. Moss. What is the nature of that contract? What does it pro- 
vide for? 

Mr. Meaxker. That they are to operate the plant for us. 

Mr. Moss. Now, the plant, you mean a steam generating plant? 

Mr. Mraxer. The G. and T. plant. 

Mr. Moss. And how many cooperatives are members of this G. and 
T.¢ 

Mr. Mraxer. Four. 
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Mr. Moss. The area they serve is where? Is it all within the 
boundaries of Colorado? 

Mr. Meaker. All in western Colorado. Wait a minute—there is 
a fringe that goes over into New Mexico, and there is a fringe that 
goes over into Utah. 

Mr. Moss. This is an area that was not served and would not now 
be served by the private utility ? 

Mr. Meraxer. It was not served. 

Mr. Moss. And they are not even now willing to serve the area 
that you are talking of? 

Mr. Meaxer. Well, I wouldn’t say that. 

Mr. Moss. Have they indicated a desire to serve it ? 

Mr. Meaxer. I think further testimony will bring out something 
along in that relation. 

Mr. Moss. Do you regard the contract that you have entered into as 
one that is advantageous to you? 

Mr. Meaxer. I will state here that I don’t believe there was a 
member of the Colorado Ute Board that desired the partnership 
contract. 

Mr. Moss. You felt you had to enter into it in order to get a loan? 

Mr. Meaxer. We felt that we would never get the loan without it. 

Mr. Moss. Why did you feel that way? What occurred that made 
you feel that you wouldn’t get the loan without it? 

Mr. Meaxer. I think further testimony from others will bring 
that out. 

Mr. Moss. Do you feel that there was pressure, direct or indirect, 
applied to bring about that type of a contract ? 

Mr. Meaxer. Personally I thought there was. 

Mr. Moss. Well, now, you referred to the Administrator of REA. 

Mr. Meaxer. Mr. Nelsen; yes, sir. 

Mr. Moss. Did he at any time in his dealings with you indicate 
that you would have to have such an arrangement if you were to 
secure approval of a loan? 

Mr. Mraxer. I think that also will be brought out in further testi- 
mony. Yes, he did, to me personally. 

Mr. Moss. He did; to you personally ? 

Mr. Meaxer. Yes. 

Mr. Moss. And you can testify at least to that ? 

Mr. Meaxer. Here in Denver. 

Mr. Moss. Here in Denver? 

Mr. Meaker. Yes. 

Mr. Moss. On the contract, what advantages do you get, and what 
advantages does the Western Colorado Power Co. get? 

Mr. Meaxer. I think the Western Colorado Power Co. gets more 
advantage than we do. 

Mr. Moss. Are you going to sell power to them, or are they going 
to——— 

Mr. Mreaxer. They are going to generate the power, and they get 
a certain percent of the power for their own use. 

Mr. Moss. Are they going to manage the plant, or are you going 
to manage it ? 

Mr. Meaxer. Yes; they are going to manage it. 

Mr. Moss. What percentage of power are they going to get? 
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Mr. Meaxer. I think that will be brought out in further testimony. 

Mr. Moss. You don’t know? 

Mr. Meaxer. I don’t have the figures. 

Mr. Moss. Well, are they going to get surplus capacity of the plant, 
the amount above what you need, or is it a fixed figure? 

Mr. Meaxer. Yes, an amount that we don’t need. 

Mr. Moss. The amount that you don’t need ? 

Mr. Meaker. Yes. 

Mr. Moss. Will that be a substantial block of power? 

Mr. Meaker. Decidedly so. 

Mr. Moss. And how much are they going to pay you for it? 

Mr. Meaker. That will be brought out in further testimony. I 
haven’t the figures with me. 

Mr. Moss. I think for the moment, Mr. Chairman, that will be all of 
my questions. 

Mr. Cuuporr. Mr. Mollohan. 

Mr. Motionan. I have two questions: 

Mr. Meaker, when were you first asked to form this partnership 
with the utilities? 

Mr. Meaxer. I don’t know the exact date. It was on one of our 
trips back to Washington. 

Mr. Motionan. Was it within the last year or the last 2 years? 

Mr. Meaxer. Yes. 

Mr. Motionan. I understand that this is to be operated as a partner- 
ship, more or less. 

Who is furnishing the money to build the plant itself? 

Mr. Meaxer. The REA is furnishing the money, and the four co-ops, 
the Colorado-Ute organization is to pay it off. 

Mr. Motionan. Then the responsibility and obligation of any re- 
payment of the money that is being borrowed from the REA to build 
the plant rests with these four cooperatives; is that right? 

Mr. Mraxker. Definitely. 

Mr. Mottonan. Then the Western Colorado Electric Co. is not 
taking any responsibility for the repayment of any loan ? 

Mr. Meaxer. None whatever. 

Mr. MotionHan. You might say, they are just the operating agent ? 

Mr. Meaker. That’s right. 

Mr. Motitonan. Under the partnership agreement ? 

Mr. Mraxer. That’s right. 

Mr. Motionan. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. I yield to Mr. Jonas and Mr. Knox. 

Mr. Crvuporr. Mr. Knox. 

Mr. Knox. Mr. Meaker, you speak of a shotgun wedding. What is 
your interpretation of a shotgun wedding ? 

_ Mr. Meaxer. Being forced into something you don’t want to get 
into. 

Mr. Knox. Is it true that the REA co-op made application for a loan 
and the loan they requested was greater than the revenues that you 
would receive from the sale of power from REA area, that the loan 
could not be granted ? 

Mr. Meaxer. No; I don’t think so. 

Mr. Knox. You don’t think so? 

Mr. Meaxer. No. 
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Mr. Knox. Why was it, then, that you were forced into a contract 
with the Western Colorado Power Co.? 

Mr. Meaxer. I don’t believe I know. I can’t understand why we 
were. 

Mr. Knox. Isn’t it true that you must have a certain amount of 
revenue coming in, in order to justify an REA loan, and if you can 
justify it, the REA loan is granted # 

Mr. Mraxer. Yes, we have a certain amount of revenue coming 
in, and I think we had sufficient revenue coming in that would justify 
the loan. In fact, it was told to us that the loan was feasible. 

Mr. Knox. What was the amount of the loan that you requested ? 

Mr. Meaker. $10,150,000. 

Mr. Knox. What size plant were you to construct? 

Mr. Mraxer. We were contemplating putting in 3 units for the 
$10 million. 

Mr. Knox. What size units? 

Mr. Meaxer. 7,500. 

Mr. Knox. What about standby power? 

Mr. Knox. The three units would give you the standby power? 

Mr. Meaxer. Yes. Under the contract we have with the Western, 
two only will be put in now, and the power company will handle the 
standby power. 

Mr. Knox. And did you contemplate selling 15,000 kilowatts and 
having 7,500 as standby power? Was that your plan, or what was it? 

Mr. Meaker. [ think that will be brought out in later testimony. 

Mr. Kwox. Information that I have relative to REA loans has 
always indicated that where there was sufficient power needed, that 
the REA loans have been granted, but in cases where the REA was 
unable to sell enough power to warrant the loan for the construction 
of the plant, then it was necessary for them to branch out and have 
sale for the power to some municipality or to some other power 
company. 

Now, is that the case here? 

Mr. Mraxer. I think we have need for all the power we are applying 
for. 

Mr. Knox. That doesn’t answer the question, I don’t believe, Mr. 
Meaker. 

Mr. Cuvuporr. Mr. Knox, if I can interrupt at this point, I am 
advised that Mr. Meaker is the president of this co-op. He is a 
farmer and doesn’t know anything about the technical operation of 
the plant. | 

I believe there are other witnesses who are technicians and who 
will be in a position to answer a lot of your questions, and I think 
if Mr. Meaker doesn’t know the technical answer, in order that we 
don’t clutter up the record, would you tell that to Mr. Knox, if he 
asks you a question that you do not understand or cannot answer? 

Mr. Knox. In that case, Mr. Chairman, I will withhold from asking 
Mr. Meaker any further questions. 

Mr. Cuuporr. I am sure that there are other witnesses who will 
be in a position to answer your questions. Now Mr. Jonas. 

Mr. Jonas. Do you spell your name M-e-a-k-e-r? 

Mr. Meaxer. That’s right. 

Mr. Jonas. And it is Frank? 

Mr. Meaxer. Frank. 
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Mr. Jonas. You are president of the Colorado-Ute Association ? 

Mr. Meaxer. Yes, sir. 

Mr. Jonas. That is an association of four cooperatives? 

Mr. Meaker. That is an association formed by four cooperatives. 

Mr. Jonas. The Colorado-Ute is what we speak of sometimes as 
a super cooperative / 

Mr. Meaxker. Yes, sir. 

Mr. Jonas. Your organization is superimposed on top of the oper- 
ating cooperative, the four? 

Mr. Mraxer. That’s right. 

Mr. Jonas. For management purposes? 

Mr. Meaxker. Yes. 

Mr. Jonas. How many members do you have in the four coopera- 
tives? 

Mr. Horrman. Would you yield? 

Mr. Jonas. Yes. 

Mr. Horrman. I don’t quite understand. Is this company of which 
he is president a sort of holding company ? 

Mr. Jonas. It is a holding cooperative that is superimposed above 
the four operating cooperatives. 

That is correct, isn’t it ¢ 

Mr. Horrman. But if it was private industry, would it be a holding 
company ¢ 

Mr. Jonas. I don’t know. 

Mr. Moss. Will the gentleman yield ? 

Mr. Jonas. Yes. 

Mr.‘Moss. I would like to say that it bears no resemblance to a 
holding company. It does not control. Each of the member coopera- 
tives participate in it, rather than it controlling the member coopera- 
times, and that is a great distinction over the holding company as 
referred to in the private utility field. 

Mr. Horrman. Then, will my learned colleague explain to me, why 
have the association of which this gentleman is president ? 

Mr. Moss. Because it performs a service for all four, which indi- 
vidually undertaken could not be performed. 

Mr. Horrman. Then it is under the direct orders and direction of 
the four? 

Mr. Moss. It is owned by the four. 

Mr. Horrman. It has no intelligence of policy of its own? 

Mr. Moss. Oh, I think it does, but it is not dominating them, as 
would be the case with a holding company. 

Mr. Horrman. Are you a member of the organization? 

Mr. Moss. Am I? [I don’t think I have to answer questions. I 
don’t.think that is at issue here. 

Mr. Horrman. In view of your statement, I am asking for infor- 
mation. You speak with authority. 

Mr. Moss. If I may keep the record straight, I don’t think my 
interests would be at issue here. 

Mr. Horrman. Your interests aren’t. I was just trying to learn 
the basis on which you express an opinion that this was not like a 
holding company ; that is all. 

Mr. Moss. I think the knowledge is very readily obtainable. 
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Mr. Horrman. Allright. I will find out from the witness, if I can. 

Mr. Jonas. Do you know how many members there are in the four 
operating cooperatives and how much power they use ? 

Mr. Meaxer. I think that will come out in further testimony. 

Mr. Jonas. You don’t know? 

Mr. Meaxer. I know how many there are in my own local coopera- 
tive. 

Mr. Jonas. But you don’t know the total requirements for power 
of the four? 

Mr. Meaker. That will come out in further testimony. 

Mr. Jonas. But the witness doesn’t know that. You don’t know 
that yourself? 

Mr. Meaxer. No. 

Mr. Cuuporr. Mr. Jonas, if you will pick up this little circular, 
“Empire Electric Association, Inc., presents” and look at the back 
page, you will find the answer to your question on the back, which 
shows the names of the cooperatives, the miles of line, and the con- 
sumers. 

Mr. Jonas. Mr. Chairman, I understand that, and I don’t wish to 
be disrespectful to the witness, but I am trying to figure out why he 
is a witness if he doesn’t know the answer to any of these questions. 

Mr. Cuuporr, I think as president of the organization he just made 
a rather short preliminary statement. I don’t think he is an expert, 
and there are men here who will be in a position to answer your ques- 
tions in detail, and I think that if we let the witness go, we will get 
to the meat of the answers faster. 

Mr. Jonas. Do you know where you are getting your power nit 

Mr. Meaxer. Yes. 

Mr. Jonas. Where? 

Mr. Meaker. Western Colorado Power Co. 

Mr. Jonas. You mean the Colorado-Ute? 

Mr. Meaker. The Colorado-Ute is not buying any power yet. 

Mr. Jonas. It is just in process of being organized ¢ 

Mr. Meaxer. That’s right. No; itisorganized. Weare in process 
of getting a loan into action. 


Mr. Jonas. But the operating co-ops get their power from Western 
Colorado Power Co.? 


Mr. Meaxer. That’s right. 

Mr. Jonas. And do you know how Western gets its power? Does it 
generate it all itself from its own facilities, or does it buy any Govern- 
ment power ? 

Mr. Meaxker. No; it generates it all themselves. 

Mr. Jonas. There are no multipurpose dams in this area from which 
western Colorado gets power? 

Mr. Meaxer. We haven't been that fortunate yet. 

Mr. Jonas. And none from which you can get. power either ? 

Mr. Mraxer. Not yet. 

Mr. Jonas. It is a question of generating this power that you use 
from steam ? 

Mr. Meaker. That’s right. 

Mr. Jonas. That is all, right now, sir. 

Mr. Cuvuporr. Mr. Hoffman, do you have any questions now? 

Mr. Horrman. Yes, I do. Ifthe Chair would permit, I would like 
to sit down there, where I can be sure that I hear. 





h 


Bs 


Io 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 6()9 


Now, Mr. Meaker, you are a farmer? 

Mr. Meaker. Yes. 

Mr. Horrman. And this st ‘tement which you just read and which 
I hold in my hand carries ce ain statements? 

Mr. Meaxer. That’s right. 

Mr. Horrman. Are you fa liar with those statements ? 

Mr. Cuuporr. Mr. Hoffm: , I wonder if you would talk into that 
mike so that we could hear y _ better. 

Mr. Horrman. Oh, I will it near the witness, so we can both be 
heard. Are you personally tumiliar with these various statements? 

Mr. Meaker. Definitely. 

Mr. Horrman. Well, there were many questions asked you, to which 
you said the answers would appear later. 

Mr. Meaxer. That’s right. There are other witnesses to come. 

Mr. Horrman. But if you are familiar with them, you haven’t any 
objection to telling us, have you? 

Mr. Mraxer. No; I will tell you anything I know. 

Mr. Horrman. Now, just what is this Colorado-Ute Electric Asso- 
ciation ? 

Mr. Meaxker. The Colorado-Ute Electric Association was formed by 
Empire Electric, La Plata, and the San Miguel and the Delta-Mon- 
trose, the four cooperatives. 

Mr. Horrman. I just show you exhibit A, which was just handed 
to me. I will ask to have it marked “Exhibit A,” Mr. Chairman. 
That gives the names of the co-ops. 

Mr. Meaker. That’s correct. 

Mr. Horrman. Which formed the association of which you are 
president ? 

Mr. Meaxer. That’s right. 

Mr. Horrman. I will offer this. 

Mr. Cuuporr. Without objection, let it be admitted into the record. 

(Document above referred to is as follows :) 


ExHIBIT A 
EMPIRE ELeEctTRIC ASSOCIATION, INC., PRESENT CoLorADO UTE 
MEMBERS 
Empire Electric Association, Inc., Cortez, Colo. 
La Plata Electric Association, Inc., Durango, Colo. 


San Miguel Power Association, Nucla, Colo. 
Delta-Montrose Rural Power Lines Association, Delta, Colo. 
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COLORADO UTE 


The map shown outlines the electric service area of the Colorado Ute Associa- 
tion. This area of 25,000 plus square miles, is some 21 times greater than that 
of Rhode Island and today has only 1 source of electric power. 

The Colorado Ute Association is an electric generation and transmission 
association made up of Empire Electric Association, Inc., La Plata Electrie 
Association, Inc., San Miguel Power Lines Association, and the Delta-Montrose 
Rural Power Lines Association. These member associations are all consumer 
owned electric systems financed with money loaned by RBA. 

The Colorado Ute Association was formed to supply the rapidly increasing 
needs of southwestern Colorado with adequate, cheap electric power. 

Southwestern Colorado, with its abundance of such natural resources as coal, 
minerals of many kinds, petroleum and natural gas, timber stands and water, 
is considered by many as the newest industrial frontier. This, coupled with 
rapid expansion of agricultural and livestock operations, points up the urgency 
of the development of more electric power supply. 

The 4 member associations today have an investment of $514 million for 
lines and equipment. Economists estimate that for every dollar spent for line 
construction the consumers served by these lines spend $4 for wiring and elec- 
trical appliances in their own communities. 
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Miles of line Number of consumers 
1943 1954 1943 1954 
Kmpire-.- --.--- eloaread snes 90 775 | 275 3816 
ge ee ee sie ie magenta 220 663 559 1979 
a ae adie 120 292 600 1250 
DIRIGO, bn ko cece ccncctscess pigleiicwadwauaewds 530 733 1221 1996 


Mr. Horrman. Were you one of those who advocated the formation 
of this Colorado-Ute Electric Association ¢ 

Mr. Meaxer. I was. 

Mr. Horrman. One of the promoters of it 

Mr. Meaxker. I was. 

Mr. Horrman. And I use the word “promoters” in a good conserv- 
ative sense. 

Mr. Meaxer. I think there are still four of us in the room who 
formed this. 

Mr. Horrman. And what was the purpose? 

Mr. Meaxer. To get better service. 

Mr. Horrman. Wait a moment. Better service—what do you 
mean ¢ 

Mr. Mraxer. Better service than we were receiving. 

Mr. Horrman. For the users of electrical power ¢ 

Mr. Meaxer. That’s right. And more power. 

Mr. Horrman. Do you mean to indicate by that answer that these 
four members named here were not giving what you considered 
adequate service to the consumers / 

Mr. Meaxer. They were unable, because there was not sufficient 
power in the area. 

Mr. Horrman. But that isn’t the answer to my question. Will 
you read him my question, please / 

(The question was read by the reporter. ) 

Mr. Meaxer. I do. 

Mr. Horrman. Well, what was to be the function of the Colorado- 
Ute Electric Association, as you understood it ? 

Mr. Meaker. To generate our own power. 

Mr. Horrman. No, no. Colorado-Ute Electric Association, as I 
understood previously from your statements, doesn’t generate any 
power. 

Mr. Mraker. Not yet, but we hope to. We have made application 
for the loan. We have got the loan approved. 

Mr. Horrman. You mean you wish to build or create a fifth coop- 
‘ative association to manufacture and distribute electrical power ¢ 
Mr. Mraker. You might put it that way, yes. 

Mr. Horrman. I am not putting it any way. I don’t know anything 
about it. 

Mr. Mraker. These four co-ops here formed the Colorado-Ute. 
The Colorado-Ute is a generating operation. 

Mr. Horrman. You mean it hopes to be or it is? 

Mr. Meaxer. If we can get the money out of Washington, it will 
be. 

Mr. Horrman. Is it generating any power now? 
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Mr. Meaker. No. We are in the process of getting a loan worked 
up. In fact, we have already let some contracts, subject to the final 
approval of the Administrator. 

Mr. Horrman. Has the Colorado-Ute Association any resources? 

Mr. Meaxer. No. 

Mr. Horrman. Or any assets? 

Mr. Meaker. No. 

Mr. Horrman. I guess I don’t understand. But isn’t it true, then, 
that what you are doing is acting as a bargaining agent for these 
four co-ops? 

Mr. Meaxer. We are going to act as the producer of electricity for 
the four co-ops. 

Mr. Horrman. Colorado Ute—— 

Mr. Meaxer. Is going to be the generating operation for the four 
co-ops. We will cell to each of these co-ops all their needs. 

Mr. Horrman. But not sell to individual customers? 

Mr. Meaxer. No. 

Mr. Cuuporr. That is, if you get the loan. 

Mr. Horrman. Yes; I Know. You aren’t going to do anything 
unless you get some Federal money; are you! 

Mr. Mraxer. Definitely not. 

Mr. Horrman. Is it true that these four co-ops do not have assets 
or local credit so that they can expand sufficiently to furnish this local 
need? Is that it? 

Mr. Meaxer. Only through the organization of the Colorado Ute. 

Mr. Horrman. Except as they get Federal money through your 
organization. 

Mr. Meaxer. That’s right. Might I ask you a question? 

Mr. Horrman. Sure, although I don’t know if the other committee 
members care anything about it. 

Mr. Meaxer. Wasn’t the Rural Electrification Administration 
originally set up to bring service to the rural areas? 

Mr. Horrman. On a business basis, I understand it was. 

Mr. Meaxer. That is what we are working on, on a business basis. 

Mr. Horrman. Yes. Well, do you know that in your statement you 
say that the Congress 30 years ago—— 

Mr. Mraxer. Twenty years ago. 

Mr. Horrman. That would be in 1930—offered private utilities all 
the money they needed at 2 percent interest to furnish power to these 
rural areas. 

Mr. Meaxer. That’s correct. I think there is a record in Congress 
on that. I think so. 

Mr. Horrman. And the utilities wouldn’t take it then ? 

Mr. Meaxer. They turned thumbs down on it. 

Mr. Horrman. And I assume, from the trend of your testimony, 
that that was because they didn’t want to go into the rural areas. 

Mr. Meaxer. I presume so. I don’t know what their reasons were. 

Mr. Horrman. And the reason for that was, it wasn’t a paying 
proposition ? 

Mr. Mraxer. I don’t know what their reasons were. 

Mr. Horrman. Well, then later there four co-ops did establish 
generating plants, produce electricity ? 

Mr. Meaxer. No. 
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Mr. Horrman. Where do they get it? 

Mr. Meaxer. They buy it from the Western Colorado Power Co. 

Mr. Horrman. That is private? 

Mr. Meaker. A private organization. 

Mr. Horrman. And at that time this money was refused by the 
private utilities, your statement says, they turned thumbs down, and 
then the Congress passed the Rural Electrification Act, and then, you 
say : to our surprise the private utilities went into the better territory. 

Mr. Meaxer. That’s right. 

Mr. Horrman. Have you any criticism of that? 

Mr. Meaker. I definitely have. When we sat by for 20 years and 
begged them to come to the country to serve us, and then they wouldn’t, 
then when the Rural Electrification was set up and we started and 
formed our organization under the Rural Electrification Act, before 
we could get our money into action, then they went out into the cream 
area and took the cream of the trade and left us with the skim milk to 
serve, 

Mr. Horrman. What you mean is, that they took the profitable 
territory ? 

Mr. Meaxrr. That’s right, and they didn’t do it until the Rural 
Electrification Act was set up, and before we could get our money 
they were out there. 

Mr. Horrman. And if you were a stockholder or officer in a private 
organization, would you go into unprofitable territory ? 

Mr. Meaker. I don’t think I need to answer that. 

Mr. Horrman. Oh, ves; that is a fair question. You are criticizing 
the private utility because it went into the paying territory. 

Mr. Mraxer. I am criticizing the private utility because they didn’t 
serve us when we wanted it, but just when we started to help ourselves, 
they went out and took the cream of it before we could get our money 
from Congress to get to work. That is what I am criticizing them for. 

Mr. Horrman. Well, you don’t criticize them for going into paying 
territory and avoiding nonpaying territory; do you? 

Mr. Meaker. I criticize them for not serving the rural area like 
Congress wanted them to do. Had they served the rural area like we 
are serving the rural area today, there wouldn’t be any REA. 

Mr. Horrman. You didn’t expect at that time, and you don’t 
expect now, a private utility to serve territory that doesn’t pay; do 
you? 

Mr. Mraker. We are serving that territory. 

Mr. HorrmMan. No, no. Answer my question, please, and then you 
can ask me all you want to after the session. 

Mr. Meaxker. No; naturally they wouldn’t do that. 

Mr. Horrman. You wouldn't do it yourself, if you were a stock- 
holder or officer of one of those companies ; would you ? 

Mr. Meaker. That’s right. 

Mr. Horrman. And they all pay taxes, don’t they? 

Mr. Meaxer. Yes; and so do we. We haven't asked for any tax 
writeoff like they are asking. 

Mr. Horrman. What the Colorado-Ute Electrical Association is 
asking for these four co-ops which are now buying power from private 
interests; is that right? 

Mr. Mvraxer. That’s right. 
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Mr. Horrman. Is that the Federal Government, through funds col- 
lected from taxpayers throughout the country, furnish the money so 
that these four co-ops can get power from a plant which Colorado- 
Ute proposes to establish; is that right? 

Mr. Meaxer. We are asking the Federal Government to carry out 
the provisions of the Rural Electrification Act. 

Mr. Horrman. I think you said that, let’s see, that is the third 
time. Now, will you answer this one: What you are asking is for 
a contribution from the Federal Gov ernment, which has no money 
except as it collects from taxpayers throughout the country, funds 
sufficient to enable Colorado-Ute Electric Association, to create and 
sell power to these four co-ops, to industry, and individuals in this 
territory; is that right? 

Mr. Meaker. We are not asking the Federal Government for any 
contribution. 

Mr. Horrman. You are asking for 

Mr. Meaker. We are asking for a loan, a G. and T. loan. 

Mr. Horrman. Allright. And what assets have you to justify the 
granting of that loan? 

Mr. Meaxer. We have as much assets as each one of these organi- 
zations and any other rural electrification organization had when the 
Rural Electrification Act was set up. 

Mr. Horrman, That isn’t what I asked you at all. 

What I asked you was: What assets have these four associations, 
or your association, which will justify the granting of a loan? 

Mr. Meaxer. So many miles of line which can be added up here 
in a few minutes. 

Mr. Horrman. You have your lines built and paid for? 

Mr. Mraxer. We are paying for them. You know we have 35 
years in which to pay off these loans which we borrowed here. The 
lines are built. 

Mr. Cuuporr. You are not in any default on any of these loans, are 
you? 

Mr. Mraker. No. 

Mr. Horrman. I am in favor of REA all right, and I buy of Con- 
sumers Power Co., that is,s Commonwealth & Southern. I also buy 
of O. & A. Co-op, which is a rural electrification with headquarters 
in Newaygo, Mich. So I am interested in that personally, as well 
as, I assume, all other taxpayers are. 

And I am only asking you to give me some definite information as 
to the assets of these four co-ops, or of Colorado-Ute Electrical, which 
would justify any loan. Now, how much are you trying to borrow ? 

Mr. Mraxer. Colorado- Ute, you are referring to? 

Mr. Horrman. Yes. 

Mr. Meaxer. Colorado-Ute has made application and the loan has 
been approved, subject to details being worked out, for $10,150,000. 

Mr. Horrman. Approved by whom ? 

Mr. Mraxer. Ancher Nelsen. 

Mr. Horrman. He is the head? 

Mr. Mraxer. The Administrator. 

Mr. Horrman. We want to get through, and I don’t want to pro- 
long the matter, but will you give me a statement now, showing the 
present cash value of the assets which the four organizations have, 
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which your own organization has, which will justify the granting of 
a $10 million loan ‘ 

Mr. Mraker. No; I won't give that. I will leave that for further 
testimony. 

Mr. Horrman. You don’t know, do you ¢ 

Mr. Meaxker. That’s right. 

Mr. Horrman. As a matter of fact, you have no personal knowl- 
edge of the assets or the debts of any one of these four co-ops, have 
you? 

Mr. Meaxer. I would have to be a walking encyclopedia to give you 
all the details of each one of these different cooperatives. 

Mr. Horrman. I am not complaining. I just asked you the simple 
question whether you had any personal knowledge of the assets and 
the debts, that is, the net value of these four. 

Mr. Meaxer. I am going to say no, because other witnesses coming 
on will give you all that information. 

Mr. Hor FMAN. But you say no, as far as you are concerned ? 

Mr. Meaxer. That’s right. 

Mr. Horrman. And you expect, or course, to repay the loan? 

Mr. Meaxer. Definitely. 

Mr. Horrman. With interest and current taxes? 

Mr. Meaxer. Definitely. 

Mr. Horrman. That is based upon the expectation that you will 
have customers who will purchase a sufficient amount of power at a 
profitable rate ? 

Mr. Meaxer. That’s right. And the feasibility report of the Rural 
Electrification Administration has proved that we are entitled to 
the loan. 

Mr. Horrman. Have you any facts or figures which will indicate 
to the committee any basis for the conclusion that the REA will be 
able to furnish this power at a lower rate than the private interests ? 

Mr. Meaxer. I think that will be brought out in further testimony. 

Mr. Horrman. But you haven’t any personal information ? 

Mr. Meaker. I don’t carry those figures with me. 

Mr. Horrman. You haven’t them any place else, have you? 

Mr. Meaxer. Yes. 

Mr. Horrman. Will you come in in the afternoon and give them 
to me? 

Mr. Cuvuporr. Mr. Hoffman, I think there are technical experts 
here from this association who are in a position to answer that ques- 
tion when we put them on the stand. I think if you will wait until 
we get into the hearing a little longer, you will get all the answers 
that you are looking for. 

Mr. HorrMman. My efforts are only devoted to an attempt to ascer- 
tain what this witness, whom you produced and vouched for, actually 
knows about the assets of these companies which expect to repay 
this loan; that is all. 

Mr. Cuuporr. I didn’t produce and vouch for any witness. This 
man asked to be heard by Congress, and certainly we are under a 
duty to listen to anybody that wants to be heard on something that 
we have jurisdiction over. 

Mr. Horrman. Did you hear that statement? That is to say, you 
are willing to listen to anyone who comes in with facts. 
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Mr. Cuuporr. If the problem is under investigation. We are not 
going to refuse to hear anybody. 

Mr. Horrman. That is fine. 

Mr. Cuvuporr. Are you through, Mr. Hoffman? 

Mr. Horrman In just a moment. 

Mr. Cuuporr. I am not rushing you. 

Mr. Horrman. I know you aren’t hurrying me. 

You prepared this statement yourself? 

Mr. Mraxer. I did. 

Mr. Horrman. I want to congratulate you upon the conciseness, the 
clearness, and the attractiveness of some of the statements, like this 
one that you were forced into the shotgun wedding and you now fear 
alimony. 

Mr. Meaxer. Those are all my own words. 

Mr. Horrman. I realize that. You are a farmer? 

Mr. Meraxer. That’s right. 

Mr. Horrman. And you know the farming business, your own farm- 
ing business, you know your assets and your debts? 

Mr. Meaxer. I certainly do. 

. Mr. renee But you don’t know anything about these co-ops, 
o you? 

Nr. Meaxker. I think I know a little about them. 

Mr. Horrman. You haven’t told us anything, at least that is my 
opinion, about their assets and debts. 

Mr. Meaxer. O. K. Thank you. 

Mr. Cuuporr. Mr. Meaker, I am confused and I want to get the 
record straight. 

As I understand it, Empire, La Plata, San Miguel, and Delta-Mont- 
rose organizations are forming a co-op known as Empire Electric 
Association. 

Mr. Meaxer. No. 

Mr. Cuuporr. That is Colorado-Ute? 

Mr. Meaxker. Colorado-Ute. 

Mr. Cuuporr. You have now a certain number of miles of trans- 
mission lines and a certain number of consumers. 

Mr. Meaxer. That’s right. 

Mr. Cuuporr. And you are buying your power from Western 
Electric. 

Mr. Meaxer. Western Colorado Power Co. 

Mr. Cuuporr. And you transmit that power over your lines to your 
consumers at the present time? 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. Under the REA Act, you are requesting a loan to 
build steam generating plants and transmission lines, so that you can 
supply your consumers directly; is that right? 

Mr. Mraxer. Directly and more adequately. 

Mr. Cuuporr. And you are complaining that the private company 
refused to come into your territory and give you the power that you 
need for your consumers when you originally requested them to do 
so some 20 years ago. 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. And they refused to do this under a theory that they 
only want the paying territories, and the losing territories they are not 
interested in? 
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Mr. Meaker. I think that’s correct. 

Mr. Cuuporr. Now, you know, Mr. Meaker, that public utilities, 
whether it is an electric company or a phone company or a water 
company or a transportation company, has to service not only the 
profitable territory but the unprofitable territory, and that they loose 
money on some of their territories, and that is why they get a mon- 
opoly; isn’t that right? 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. But in spite of that necessity and that custom and 
that legal-compelling reason, Western Colorado Electric has refused 
to supply the unprofitable territory ? 

Mr. Meaker. I think that is correct. 

Mr. Cuuporr. You made a loan, or rather you made a request for 
a loan from the Rural Electrification Administration. 

Mr. Meaxer. We did. 

Mr. Cuuporr. When did you make that request ? 

Mr. Meaker. We first made the request some 14 years ago. 

Mr. Cuuporr. And have you 

Mr. Meaxer. But on account of the war, as I have stated in my 
statement here, we couldn’t get a hearing, naturally. 

Mr. Cuuporr. Now, did you make a request at a later date? 

Mr. Meaxer. Yes, we did. 

Mr. Cuuporr. When did you make that request ? 

Mr. Meaxker. Some 4 years ago. 

Mr. Cuuporr. And have you received a commitment one way or 
the other from the REA ? 

Mr. Mraxer. We have. 

Mr. Cuuporr. What did they tell you? 

Mr. Meaxer. They will grant the loan end they are now working 
out the details. 

Mr. Cuvuporr. But they haven’t given you a definite contract as to 
how much you are going to get, how it is to be repaid, and so forth, 
have they? 

Mr. Meaxer. I think that is all worked out in detail. 

Mr. Cuvuporr. And isn’t it true, Mr. Meaker, that you don’t have 
to have any particular assets to make an application to the REA for 
a loan? Isn’t it true that the basis of the loan is the probability of 
repayment on the income after the facilities have been set up, at 
percent interest ? 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. So that your complaint here is that you are getting 
some opposition from Western Colorado Electric, as far as that loan 
is concerned ¢ 

Mr. Meaxer. Western Colorado Power Co. 

Mr. Cuuporr. Power company ? 

Mr. Meaxer. That’s right. 

Mr. Cuuporr. And are they trying to oppose the loan? 

Mr. Meaxer. Not now, no. 

Mr. Cuvuporr. But they did try to, at one time? 

Mr. Mraxer. Yes. 

Mr. Cuuporr. Were you advised by the REA that they were oppos- 
ing it, whereby Western Colorado Power was opposing it? 

Mr. Meaker. We were advised by the Western Colorado Power Co., 
by their own statement that we were wasting our time going down to 
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Washington, that they would fight us all the way down the line on 
the deal. That statement was mace to me on the curbstone in Mon- 
trose by their representative. 

Mr. Cuvuporr. How many kilowatts of electricity are you going to 
produce when you build your generating plant ; do you know that ¢ 

Mr. Meaxer. If we build all 3, it will ‘be 3,650. 

Mr. Austin. You could ask somebody back here for that technical 
information. 

Mr. Cuuporr. Is there anybody in the room that knows exactly how 
many kilowatts of electricity are going to be generated in these 
plants ¢ 

Mr. Meaker. 25,300 kilowatts. 

Mr. Cuuporr. And do you need that much in order to meet the 
demands in your particular area ? 

Mr. Mraxer. Yes, it is projected on a 10-year basis, you under- 
stand. 

Mr. Cuuporr. On the basis of an increased load ¢ 

Mr. Meaker. That’s right; yes. 

Mr. Cuuporr. And do - you feel that if you get this loan and the 
plants are constructed and the transmission lines are constructed, 
that you will be able to save the consumers money, as far as the cost 
of electricity is concerned ? 

Mr. Meaxer. Definitely. 

Mr. Cuuporr. How much do you think you will be able to save 
them? If you don’t know that figure, L will get from it somebody else. 
But do you know ? 

Mr. Meaxer. I would rather that that be answered by witnesses 
coming up. 

Mr. Cuuporr. But you do feel definitely that the consumer will get 
the benefit of cheaper electricity / 

Mr. Meaxer. That’s right. 

Mr. Cnuporr. Mr. Moss, do you have any questions? 

Mr. Moss. Yes, I have 1 or 2 questions here. 

In response to the inquiry by Mr. Hoffman as to whether or not 
the four member cooperatives were rendering adequate service, and 
your answer that they were not, you didn’t mean to imply they were 
not because of any defect in management, but because of conditions 
beyond their control; isn’t that right? 

Mr. Meaxer. That's s right. 

Mr. Moss, You have had a problem with Western Colorado Electric 
in aon yne you with an adequate amount. at proper voltages? 

Mr. Meaxer, That’s right. 

Mr. Moss. And that, of « course, would have an effect upon the ability 
of the cooperative, as a wholesaler, or as the power tom in this 
instance, to deliver adequately and satisfactorily to its members? 

Mr. Meaxer. That’s right. 

Mr. Moss. Now, the question was asked as to your assets for private 
borrowing. Y ou are not permitted to borrow privately under the 
REA; are you? 

Mr. Mraker. That’s right. 

Mr. Moss. And your assets would be substantially those of any 
other utility, private or public, the feasibility of the projected area, 
to underwrite the necessary expense for expansion ? 
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Mr. Meaxer. That’s right. 

Mr. Moss. Now, on this matter of your feeling that you have been 
dealt with unfair ly by Western ¢ ‘olorado Power when they came into 
the area after the local citizens had indicated their willingness to 
create an REA, did you feel that they took the marginal or the poten- 
tially profitable area in order to make it more difficult for you to 
serve the definitely unprofitable area ? 

Mr. Meaxer. I don’t know whether they intended it that way, 
but they took it. 

Mr. Moss. That was the effect; wasn’t it? 

Mr. Meaxer. That was the effect. 

Mr. Moss. IHlad you had some of this more nearly marginal terri- 
tory where the chances of profitable operation were greater, to tie 
in with the area where costs would have to be higher, you would have 
been a better 

Mr. Mreaxer. That’sright. You can make more butter out of cream 
than you ean out of skim milk. 

Mr. Moss. Now, as to this question of repayment, you are required 
by law to set your rates at a level which will reflect all costs. 

Mr. Mraxer. That’s right. 

Mr. Moss. And permit repayment of your loan. 

Mr. Meaker. That’s right. 

Mr. Moss. You are not asking at this time, nor have you asked for a 
Federal subsidy ? 

Mr. Meaxer. No. 

Mr. Moss. You just want the loan. 

Mr. Meaxker. That’s right. 

Mr. Moss. To repay it just as all other REA’s throughout the coun- 
try, ever since the act was passed by Congress, have asked 

‘Mr. Mraker. Yes. 

Mr. Moss. That is all the questions, Mr. Chairman. 

Mr. Cuuporr. Mr. Mollohan. 

Mr. Motitonan. Mr. Meaker, do you know whether or not the four 
participating associations here have in the past met all of their 
regular repayments and interest due on any previous loans ? 

Mr. Mraxer. They have. 

Mr. Motionan. That they negotiated with the REA, and that have 
been granted by the REA ? 

Mr. MraKeER. They have. 

Mr. Mor.onan. In other words, their credit record with the REA 
on past loan performance is good ? 

Mr. Meaker. Yes, sir. 

Mr. MotLonan. There was some mention a while ago of tax amorti- 
zation. 

Do you know whether or not any of the utilities in this area have 
availed themselves of tax amortization ? 

Mr. Meaxker. No, I do not. 

Mr. Morttonan. You understand, of course, that tax amortization 
in the final analysis is nothing more than an interest-free loan by the 
Government ? 

Mr. Mraxer, That’s right. 

Mr. Motitonan. Tax amortization is, in effect, a non-interest-bearing 
loan ? 

Mr. Meaker. That's right. 








620) ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Mottonan. I have no further questions. 

Mr. Cuuporr. Mr. Knox. 

Mr. Knox. I will reserve my questions. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. Mr. Meaker, I didn’t quite understand when you said 
Western Colorado is refusing or has refused to supply the unprofitable 
territory. Do you mean back 20 years ago? Is that when you in- 
tended that statement to apply ? 

Mr. Mreaxer. That’s right. 

Mr. Jonas. They are supplying you all the power you need now ? 

Mr. Mreaker. Yes, they are supplying the power now. 

Mr. Jonas. Whether it goes to unprofitable territory or not? 

Mr. Mraxer. That’s right. 

Mr. Jonas. You have not had a shortage of power in recent years? 

Mr. Meaxer. Oh, yes. That will be brought out in further 
testimony. 

Mr. Jonas. Are they supplying all of the power you need now? 

Mr. Meaxer. At times. 

Mr. Jonas. At times? 

Mr. Mraxer. At times. 

Mr. Jonas. And at times not? 

Mr. Meaxer. That’s right. 

Mr. Jonas. But the question of whether it goes to profitable ter- 
ritory or not has nothing to do with it now ? 

Mr. Meaxker. That’s right. 

Mr. Jonas. Now, you said, I think, 14 years ago you made your 
first application for the G. and T. loan. 

Mr. Meaxer. That’s right. 

Mr. Jonas. Had you organized Colorado-Ute then ? 

Mr. Meaxker. Yes. 

Mr. Jonas. Has it been in existence 14 years? 

Mr. Meaxer. That’s right. 

Mr. Jonas. Do you remember the date of the first application for a 
loan? 

Mr. Mraxrr. No, I can’t. 

Mr. Jonas. Some 14 yearsago. Do you mean that would have been 
about 1941 ? 

Mr. Meaxer. That’s right. 

Mr. Jonas. And during the war years nothing happened as to the 
application ? 

Mr. Meaxer. No. 

Mr. Jonas. It was held in abeyance? 

Mr. Meaxer. That’s right. 

Mr. Jonas. Did you renew it after the close of the war? 

Mr. Mraxer. We did. 

Mr. Jonas. 1946 or 1947? 

Mr. Mraxer. Along in there; yes. 

Mr. Jonas. How many times did you renew it? 

Mr. Meaxer. Just the one time after the war. 

Mr. Jonas. Right after the war ended you renewed your applica- 
tion? 

Mr. Mraxer. Yes. 

Mr. Jonas. And would that have been 1946, do you think? 

Mr. Meaxer. What was that date again? 
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Mr. Cuuporr. He said 1952. 

Mr. Meaker. 1952; it was renewed in 1952. 

Mr. Jonas. I thought you said you renewed it after the war ended. 

Mr. Meaker. W ell, that was after the war, wasn’t it? 

Mr. Horrman. Which war? 

Mr. Jonas. What war are you talking about? We were in World 
War IT in 1941, and that is what held up the application. 

Mr. Meaxer. I mean World War LI. 

Mr. Jonas. Well, it ended in about 1946, didn’t it? 

Mr. Meaxer. We didn’t renew it until 1952. 

Mr. Jonas. Why? 

Mr. Meaxer. I don’t know. 

Mr. Jonas. Were you president then ? 

Mr. Meaxer. Yes. 

Mr. Jonas. Did your directors discuss making a renewed applica- 
tion ? 

Mr. Meaxker. Yes. 

Mr. Jonas. Did you consider doing so? 

Mr. Meaxker. Yes. 

Mr. Jonas. And decided not to? 

Mr. Meaxker. No, sir; we decided to. 

Mr. Jonas. Why did it take you from 1946 to 1952 to put in your 
application, or did you work on it all that time? 

Mr. Mraxer. Well, to make a long story short, we originally had 
more co-ops in it than the 4. I think there were some 10 in it at the 
outset. 

Mr. Jonas. I don’t understand why all the delay occurred from 
the close of World War II until 1952. During all that period of 
time, were you quietly sitting by and allowing your application to 
rest in Washington without making any effort ‘to pursue it? 

Mr. Meaxer. We made effort to pursue it when we found the need 
for the generating plant. 

Mr. Jonas. You mean you didn’t have any need for it in 1947, 1948, 
1949, 1950, along in there? 

Mr. Mraxer. Not as much as we did in 1952. 

Mr. Jonas. Why? Were you getting all the power that you 
needed ? 

Mr. Meaxer. At that time I guess we were. 

Mr. Jonas. At a satisfactory rate? 

Mr. Meaxer. No. 

Mr. Jonas. I can’t understand why you didn’t press your loan, 
Mr. Meaker. You had filed the application for it in 1941. Action 
on it was held in abeyance during the war years, but you haven’t ex- 
plained why you didn’t renew your application as soon as World 
War IT ended. 

Mr. Meaker. I don’t think it is necessary for us to explain why we 
delayed in that application. We had a perfect right as a board of 
directors to take action whenever we saw fit, and we took action when 
we saw fit. 

Mr. Jonas. And you didn’t see fit to take action until 1952? 

Mr. Meaker. That’s right. We took action when we wanted to. 

Mr. Jonas. I understand you to say to Mr. Chudoff that you made 
your second application 4 years ago. 
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Mr. Meaker. 1952. 

Mr. Jonas. What time in 1952? 

Mr. Meaxer. I don’t remember the dates. 

Mr. Jonas. Were you receiving any opposition from Western Colo- 
rado in the 1940's? 

Mr. Meaxer. I definitely was. 

Mr. Jonas. As a matter of fact, isn’t it true that the fact that 
opposition developed in the 1940’s is why you didn’t renew your appli- 
cation and press for it being granted in the 1940's? 

Mr. Meaxer. It possibly could be. 

Mr. Jonas. That had some influence on it, didn’t it ¢ 

Mr. Meaxer. Possibly. 

Mr. Jonas. When was it this gentleman told you in Montrose, I 
believe you said, that they would fight your application ? 

Mr. Mraxer. It was when I was on my trip to Washington the first 
time. 

Mr. Jonas. Was it in 1941 

Mr. Meaxer. I don’t remember the dates. 

Mr. Jonas (continuing). When you made your first application ¢ 

Mr. Meaxer. It was in 1952 when we made the application. 

Mr. Jonas. You don’t know and you can’t give us any information 
as to the wholesale rate at which you buy power now and the retail 
rate? 

Mr. Meaxer. That will all come out in future witnesses. 

Mr. Jonas. But I believe you did testify that under the contract 
you have signed with Western Colorado you get all of your require- 
ments first and what is left over goes to Western Colorado ¢ 

Mr. Meaxer. That is right. 

Mr. Jonas. That is all. 

Mr. Cuvuporr. Mr. Meaker, I would just like to ask you one question 
to correct the record or keep it straight. I belive you said you had 
greater demand for electric power in 1952 than you did in 1946, is that 
right ? 

Mr. Meaxer. That’s correct. 

Mr. Crruporr. Now isn’t it true that with the coming of the atomic 
bomb and atomic energy and the finding of uranium in your section of 
Colorado, there was more or less what we call a uranium rush, and 
that the area became built up and more people came into the area ? 

Mr. Meaker. That is correct. 

Mr. Cuuporr. And isn’t that one of the reasons why there was an 
increased demand for power? 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. In 1952 over the demand in 1946? 

Mr. Mraker. That is correct. 

Mr. Cuuporr. Mr. Hoffman, do you have any more questions ? 

Mr. Horrman,. Yes. 

Is it your contention, as president of the Colorado-Ute, that all the 
areas that desire power should receive it whether it be furnished at a 
profit or not? 

Mr. Mraxer. It is my contention that every rural farm in the United 
States should have power, and that was the idea of the Rural Elec- 
trification Act. 

Mr. Horrman. I say that is your contention ? 

Mr. Meaker. That’s right. 
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Mr. Horrman. Wait a moment—that every farm in the country 
should receive electrical power ? 

Mr. Meaxer. That’s right. 

Mr. Horrman. Well, now, would you say that they should also have 
an adequate water supply ¢ 

Mr. Meaxer. If it 1s available. 

Mr. Horrman. But you don’t limit electric power to that, do you— 
whether it is available or not ¢ 

Mr. Meaxer. No. 

Mr. Horrman. Your desire for electric power ? 

Mr. Meaker. No. 

Mr. Horrman. And would you also extend that to transportation ? 

Mr. Meaxer. I don’t think that has got anything to do with this 
deal. 

Mr. Horrman. Maybe it is just exploratory toit. Iam trying to get 
the basis, or what is back of it, back of the reason for your insistence 
inthismatter. Isthiscorrect? What you would do, if it were within 
your power, would be to extend to every farm or rural community the 
same advantages that the cities have, that those-who live in the cities 
have ? 

Mr. Meaxer. Why not? 

Mr. Horrman. All right, that is all on that. Now, if this loan goes 
through and you build your plants, you will be supplying customers 
who are now supplied by Western Electric, a private enterprise ¢ 

Mr. Mraker. That is right é 

Mr. Horrman. Is that right? 

Mr. Meaxer. That is right. 

Mr. Horrman. And would you say then that if you take over that 
business of Western Electric, the tax revenue now paid in by that com- 
pany. would no longer be available to the Federal Government ¢ 

Mr. Mraxer. We are paying taxes too. 

Mr. Horrman. I didn’t ask you that—I just asked you—Read him 
the question. 

(The reporter read back the question.) 

Mr. Cuuporr. Mr. Hoffman, would you yield at that point? I 
don’t think the witness is trying to bring out that they are trying to 
take business from the Western Colorado Power Co. I think this is 
to supply additional power to certain sections of the territory that 
need it. They are not going to build a generating plant and trans- 
mission lines that will take anything away from Western Colorado. 

Mr. Horrman. How do you know ? 

Mr. Cuvuporr. Well, I don’t think he is trying to bring that out. 
I don’t think that is the purpose of it. I don’t think he could explain 
a loan for that purpose. I don’t think the REA would approve a 
loan for that purpose. 

Mr. Horrman. The import of the witness’s testimony is that they 
wish to establish a plant to create and distribute power which is at 
present, at least a part of it, being generated and supplied by Western 
Electric Co., isn’t that true / 

Mr. CuuporF. I don’t think he is raising any question about that. 
I think if you will ask him the question—I am not in a position to 
answer any questions concerning Western Colorado Power Co. or the 
co-ops that Mr. Meaker is interested in. I think you ought to direct 
your questions to the witness. 
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Mr. Horrman. I did, and you interrupted me. 

Mr. Cuunorr. I said this. I said the witness didn’t testify they 
were trying to take business away from the Western Colorado Power 
Co. I said he was trying to get a generating plant and build trans- 
mission lines to supply additional power to those people who couldn’t 
get it under the particular situation. 

Mr. Horrman. And you at present are buying power from Western 
Electric Power Co., aren’t you? 

Mr. Meaxer. Western Colorado Power Co.; that’s right. 

Mr. Horrman. And if this loan goes through and you are success- 
ful in your endeavors, your purchases from Western Electric will 
be less, won’t they ? 

Mr. Mraxer. Purchases from Western Colorado Power Co. will 
be less; ves. 

Mr. Horrman. Won’t they? 

Mr. Meaxer. That’s correct. 

Mr. Horrman. So by getting this loan, you will be getting the Gov- 
ernment into a business which will deprive the Government of some 
taxes that are being paid now by the private enterprise companies, 
won't you ? 

Mr. Meaxer. I wouldn’t say that. 

Mr. Horrman. If they have less business, obviously they will pay 
less taxes, won’t they ? 

Mr. Knox. Will you yield there? 

Mr. Horrman. Yes. 

Mr. Knox. Mr. Meaker, which one of the co-ops are you a member 
of? 

Mr. Meaxer. The Delta-Montrose Rural Power Lines. 

Mr. Knox. Have you received a loan for the extension of lines, or 
when was your last loan granted for the extension of lines? 

Mr. Meaxer. I don’t remember just when it was. Pete, can you an- 
swer that? When was the last loan? 

Mr. Peterson. 1950. 

Mr. Knox. I note where your miles of lines have increased from 
530 to 733 from approximately 1948 to 1954. 

Mr. Meaxer. That’s correct. 

Mr. Knox. Did you have any difficulty in obtaining a loan for the 
extension of your lines? 

Mr. Meaxer. No. 

Mr. Knox. You had none? 

Mr. Meaxer. No. 

Mr. Knox. You have not had any difficulty in obtaining a loan for 
the construction of a new powerplant? I understood you to say that 
the negotiations were complete on it with the exception of the release 
of the funds; is that correct ? 

Mr. Meaker. That’s correct. 

Mr. Knox. You have had no difficulty. In other words, the Ad- 
ministrator of REA has cooperated with you in making available the 
necessary funds for the construction of the new power unit ? 

Mr. Meaxer. That’s correct. 

Mr. Knox. What are your objections to the REA granting the loan? 

Mr. Meaker. I have no other objections, only we would much prefer 
to have had the loan direct to us without the partnership. 
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Mr. Knox. Isn’t it true now, Mr. Meaker, that the reason you must 
have a partnership is to absorb the additional kilowatts that your 
plant will produce in order to make the loan feasible so you can pay 
back the Government for the loan? Now isn’t that true? That is the 

eason why you have let Western Colorado into this picture, so that 

they will absorb the additional kilowatts that you are producing that 
you cannot sell yourself ? 

Mr. Meaker. That is possibly correct. 

Mr. Knox. Yes; that is correct. I know it is correct. I have had 
many dealings with co- ops, and I am a member of a co-op. 

Now, you “feel that possibly there has been some misinterpreta- 
tion put upon the testimony that has been given here today. I don’t 
think you have a shotgun wedding. I think you have a wedding that 
is going to afford rural people of Colorado a right to produce their 
own power, power that they need, and the Western Colorado Power 
Co. is going to absorb the shock so you will be able to receive the loan 
in order to go ahead and produce your own power. 

I think it is wrong to call it a shotgun wedding. I think it is a 
wedding all right, but a wedding in the best interests of the rural 
people of Colorado. Dont’ you think it is? In other words, you would 
never have gotten the loan. 

Mr. Meaxer. All I have to say in reference to that is the state- 
ment I have rendered, I do not wish to retract on any of it. 

Mr. Knox. I yield to Mr. Jonas. 

Mr. Jonas. There was a question that I meant to ask, Mr. Meaker: 
You said originally there were 10 co-ops in your association, and you 
now only have 4. 

Mr. Meaker. I think it was ten. 

Mr. Jonas. What happened to the other six ? 

Mr. Meaker. They hooked up with some other generating program 
in their respective areas and it was taking in quite a considerable ter- 
ritory in Colorado, and I think it involved some $24 million to get the 
job done which we are now getting done with some $10 million, and 
they withdrew from the Colorado-Ute organization. 

Mr. Jonas. Do they have another G. and T. organization of their 
own, or are they operating independently ? 

Mr. Meaxer. Some of them do: yes. 

Mr. Jonas. All right, that is all. 

Mr. Moss. Mr. Meaker. I would like to get on to this matter of 
interpretation as to whether or not it was necessary for the feasibility 
of your request to have Western Colorado Power come in and operate 
the steam plant for you. Couldn’t that have been accomplished by a 
contract whereby you would agree to sell and to interconnect ? 

Mr. Meaxer. I think it could. 

Mr. Moss. And it is the enforced, or apparently the enforced part- 
nership that you object to because you feel that if you were operating 
the plant and could enter into a more advantageous contract for the 
sale of the surplus capacity of the plant that you would be able to 
sel] all of the power to your customers at a lower rate? 

Mr. Meaxer. That is what we feel. 

Mr. Moss. You have had difficulty in getting this loan approved, 
have you not? 
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Mr. Mraxer. Yes; it has been a long-drawn-out process, Mr. Moss. 
While it hasn’t been refused, it has been more or less a policy of studied 
procrastination and delay. 

Mr. Horrman. Now, Mr. Chairman—— 

Mr. Moss. Mr. Hoffman, I don’t entertain objections to my state- 
ments. I stand on them and I am not yielding at this moment. 

Mr. Horrman. I am making a point of order, Mr. Chairman, and I 
would like a ruling of the Chair. 

Mr. Cuvuporr. Will you state your point of order, Mr. Hoffman? 

Mr. Horrman. Yes. The question is a statement by our colleague, 
and does not give the witness the opportunity to say anything except 
Ves” or “No.” 

Mr. Ciroporr. Mr. Hoffman, I think that perhaps 90 percent of the 
questions asked here today have been statements or leading questions 
that would give the witness the opportunity to answer “Yes” or 
“No.” 

I believe that Mr. Knox just about 3 minutes ago made a statement 
saying that it was not a shotgun wedding, but it was a wedding and 
nobody objected to that. I think that we ought to listen to the 
witness carefully. 

I think we ought to give him every opportunity and I think that 
members of this subcommittee ought to have every opportunity to ask 
any questions they please of the witness providing they are competent, 
material, and relevant, and I overrule your point of order. 

Mr. Horrman. I am familiar with your ruling. I just want to get 
on the record and call attention to the form of the question, that is all. 

Mr. Moss. So there will be no mistake, I will restate it. 

It has been a studied policy of procrastination and delay in approv- 
ing your loan, and there have apparently been, as indicated in re- 
sponse to my first question, indications that the loan would be 
approved much more readily if you entered into this agreement with 
Western Colorado Power. Is that an accurate statement ? 

Mr. Meaxker. It appears like that to our board. 

Mr. Moss. That is your interpretation of the experience that you 
have had the past year or two in negotiating for this loan ? 

Mr. Meaker. Yes, sir. 

Mr. Moss. That is all, Mr. Chairman. 

Mr. Horrman. Well, now I have a question, Mr. Chairman. 

Mr. Knox. I have the floor. I yielded. 

Mr Horrman. You yielded to him. 

Mr. Knox. I certainly did. I yield to you, Mr. Hoffman. 

Mr. Cuuporr. Let’s see who has the floor. Let’s see if the chairman 
is correct. Mr. Knox had the floor and he yielded to Mr. Jonas and 
Mr. Jonas yielded the floor back to Mr. Knox, and Mr. Knox then 
yielded the floor to Mr. Moss. Now, he is yielding the floor to you, 
Mr. Hoffman. You still have the floor, Mr. Knox. 

Mr. Horrman. May I express my appreciation, Mr. Knox. 

You just answered a question asked by our colleague on the other 
side that you thought this was a studied effort, and so on. Now give 
us the facts upon which you base that opinion ¢ 

Mr. Meaxer. At a banquet given by the State Rural Electrifica- 
tion Association in Denver, Ancher Nelsen was present. After the 
banquet he made a speech. After the speech the Colorado-Ute got 
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into a roundtable with Mr. Nelsen and there will be other witnesses 
here to testify to his statement here today. 

Mr. Nelsen definitely informed us at that banquet evening meal 
that we would have to go along with the private utilities if we got this 
loan, and there will be other testimony in that direction today. 

Mr. Horrman. How does that show any studied effort to delay? 
He laid down certain conditions, as I understand your testimony, with 
which you would have to comply. How does that indicate that he was 
trying to delay something? 

Mr. Meaxer. The delay is technical delay. The administration 
naturally wants to know how much coal we will have, where it is, its 
value, whether it is suitable for generating plants, location, water, 
there is a lot of technical delay. 

Mr. Horrman. Wasn't that all right? 

Mr. Mraxer. Quite definitely. 

Mr. Horrman. Do you call that a studied effort to delay the thing 
just for the sake of delay ? 

Mr. Mraxer. Not that part: no. 

Mr. Horrman. Where did the studied effort on unjustifiable grounds 
show a delay? 

Mr. Meaxer. In the board’s judgment we felt like the office in 
Washington took many months and we had to keep going back to 
revive the thing and push it out. 

Mr. Horrman. If I understood you in answer to Mr. Jonas, you 
said that you dropped the pushing of the application over some years, 
and the only answer you gave him as to why, if I understood you cor- 
rectly, was that you just did “because,” but you gave no reason. 
Wasn’t that right? Didn’t you testify to that? 

Mr. Mraxer. Yes: but after we revived the application then we 
had trouble getting it out of Washington. 

Mr. Horrman. Did you engage in a studied effort to delay your 
efforts to push the granting of the loan ? 

Mr. Mraxer. No. 

Mr. Horrman. When was the loan granted ? 

Mr. Meaker. [ don’t know the specific date. 

Mr. Horrman. If somebody wants to tell you, let’s have it on the 
record. 

Mr. Parrerson. May 25, 1955. 

Mr. Horrman. If the loan has been granted then what is your com- 
plaint, why are ro out here ? 

Mr. Meaker. I don’t know why. I didn’t invite you out here. 

Mr. Horrman. Did you invite the committee to come out ? 

Mr. Mraxer. No. 

Mr. Horrman. You made no complaint? 

Mr. Meaker. I didn’t know I was coming until I got a letter asking 
if I would come here before you. 

Mr. Horrman. Who wrote you the letter? 

Mr. Cuuporr. I did. 

Mr. Meaxer. The chairman of the committee. 

Mr. Horrman. Then you had no complaint until when? 

Mr. Mraxer. Sure we had a complaint. 

Mr. Horrman. Well, your loan was granted: what was your kick 
after the loan was granted ? 
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Mr. Meaxer. We don’t like the partnership. 

Mr. Horrman. What? 

Mr. MeakeEr. We don’t like the partnership. 

Mr. Cuuporr. And that is the only way you could get the loan, isn’t 
that correct, Mr. Meaker ? 

Mr. Meaxer. Yes, that’s right. 

Mr. Horrman. But you yourself made no complaint for a congres- 
sional investigation ? 

Mr. Mraxer. No. 

Mr. Horrman. Did any of your co-ops, any of these four, to your 
knowledge ¢ 

Mr. Meaxker. Not to my knowledge. 

Mr. Horrman. Well, who did make the complaint 

Mr. Meaker. I don’t know. 

Mr. Knox. Are you through? 

Mr. Horrman. Yes. 

Mr. Knox. Mr. Meaker, are you familiar with the terms of the con- 
tract that you have with Western Colorado ? 

Mr. Meaxer. Yes. I have read it, but I can’t utter it verbatim. 

Mr. Knox. Maybe you can answer a question. Under the terms 
of the contract, does Western Colorado sell power to Colorado Ute 
at cost ? 

Mr. Meaxer. I think all that will come out in further testimony. 

Mr. Knox. If you don’t have the answer I will withdraw it. Strike 
it from the record and I will ask someone who has that information. 

Mr. Horrman. Will the gentleman yield to me for one more 
question ? 

Mr. Knox. Yes; I will yield. 

Mr. Horrman. Your application was pending for 14 years, wasn’t 
it ? 

Mr. Meaxer. Not on the last go, and the loan. We organized it 14 
years ago. 

Mr. Horrman. When did you first make application for the loan? 

Mr. Meaker. For this $10 million loan ? 

Mr. Horrman. Yes. 

Mr. Meaker. That was in 1952. 

Mr. Horrman. Did you ask for any loan before 1952, or did any of 
these co-ops ask for any loan ? 

Mr. Meaker. Yes, 

Mr. Horrman. When was the first one, do you know ? 

Mr. Meaxer. The first one was 14 years ago. At that time we asked 
for $24 million, I think it was. 

Mr. Horrman. $24 million? 

Mr. Meaker. That’s right. 

Mr. Horrman. Now you are asking for 10? 

Mr. Meaker. Because of some of the other co-ops have withdrawn. 
It is a smaller unit. 

Mr. Horrman. It is the Republican administration that granted 
your application that was pending for 14 years; wasn’t it? 

Mr. Meaxer. Yes; that is right. 

M r. Horrman. You, as a Republican, aren’t kicking about that, are 
you ¢ 

Mr. Meaxer. No. 

Mr. Horrman. All right, that is all. 
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Mr. Cuuporr. But Mr. Meaker, the only way that you could possibly 
get this loan is under the new administration policy of a partnership 
plan, and they imposed, the Republican administration imposed upon 
you the partnership plan; otherwise they wouldn’t give you the loan; 
is that right? 

Mr. Meaxer. That is the way it appears to our board. 

Mr. Cuuporr. The prior loans made to you by prior administra- 
tions did not necessitate a partnership plan; is that right? 

Mr. Meaxer. That is correct. 

Mr. Cuuporr. Mr. Knox, I think you still have the floor. 

Mr. Horrman. Then, as you understand it, the Republican admin- 
istration wanted you to go into this private power interest so that there 
was some assurance that the money would be paid back; isn’t that 
right ? 

Mr. Meaxker. I don’t know what their reason was. 

Mr. Cuuvorr. You never defaulted prior to the partnership plan, 
did you? 

Mr. Mraker. No. 

Mr. Jonas. Will you yield to me? 

Mr. Cuvuporr. Mr. Knox has the floor. 

Mr. Horrman. How long does he have the floor ? 

Mr. Knox. Until I return the floor back to the chairman. 

Mr. Cuuporr. I don’t think that is the rule; that would be indefinite. 

Mr. Knox. I would like to ask the gentleman a question. 

Mr. Horrman. You have to ask a question once in a while. 

Mr. Knox. Once in a while. 

Mr. Meaker, prior testimony that you gave indicated that the sale 
of power from the new proposed $ $10 lea plant as far as your 4 
co-ops were concerned was int vdequ: ite to pay off the loan and that is 
the reason why Western Colorado came into the picture as a partner- 
ship; is that not correct, or am I wrong in my interpretation of what 
you said ? 

Mr. Meaxer. That is the way the administration looked at it. That 
isn’t the way our board looked at it. 

Mr. Knox. Well, the administration then said the amount of power 
you could sell did not warrant the loan; is that correct? 

Mr. Meaxer. No; the administration told us that our loan was feas- 
ible. ‘Then out of the blue sky we got this partnership deal thrown 
at us. 

Mr. Knox. You say the administration told you or your organiza- 
tion that the loan was feasible for the amount of power that you had 
a market for through your co-ops; is that your testimony ¢ 

Mr. Meaxker. That is right. 

Mr. Knox. Then the administration turned down their own state- 
ment they had made when they said that the loan was feasible and 
that you had to go into a partnership; is that correct ? 

Mr. Mraxer. I don’t know whether they turned it down, but they 
insisted that we go into a partnership. 

Mr. Knox. Why? 

Mr. Meaxer. I don’t know why. 

Mr. Knox. Was it because of the fact that the revenues which would 
be derived from the co-ops were insufficient to pay the loan off? 

Mr. Mraker. Maybe you had better ask the administration that. 

Mr. Knox. Oh, no, I shouldn’t; I should ask you. 
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Mr. Meaxker. We had sufficient to justify our loan, and the Rural 
Electrification office informed us that our loan was feasible. 

Mr. Knox. Mr. Meaker, it is my intent to take from this record 
your statement and take it to the REA. It may affect your loan, I 
don’t know, but I am going to find out. 

Mr. Meaxer. All right, sir. 

Mr. Cuuporr. Now Mr. Knox—— 

Mr. Knox. I yield the floor. 

Mr. Cuuporr. I just want to say this to you: I don’t think you should 

say to this witness that you are going to take his application and his 
statement from the record and take it to the REA and it might affect 
his loan. 

I feel, Mr. Knox, very frankly, that the problem of whether or not 
the loan is granted rests between the applicant and the REA, and I 
feel that it “might be considered intimidation of the witness if you 
make a st: itement like that, and I would like you to take it out of ‘the 
record if you will. 

( Discussion off the record.) 

Mr. Cuuporr. I believe, Mr. Meaker, that you are doing the best 
vou can. I realize that the committee has asked you many ques- 
tions that you are not competent to answer because you are not an 
expert, you are merely president of this co-op. 

Mr. Mraxer. That is correct. 

Mr. Cuuporr. And I am sure that the proper answers will be given 
by the men who will follow you on the witness stand. 

Mr. Meaxrr. That is correct. 

Mr. Moss. I have a question. 

Mr. Knox, your statement is on the record ? 

Mr. Kwox. It is. 

Mr. Moss. I want to say that for my own view, I regard it as a very 
definite attempt to intimidate, and if we are going to ) deal in threats, 
I want to say that as one member of this committee, if that does result 
in any interference with this loan, I for one will certainly demand 
that this committee then go into the entire story and find out why 
we are having these indirect pressures that seem to me, as we go across 
the country, to indicate that preference at the moment is preference 
and concern for private utilities, and a fine degree of disregard for 
the REA’s and the co-ops, which under the law are supposed to have 
preferential treatment. 

In this case we are not dealing with any federally generated pow- 
er. I think the witness is entitled to place clearly on the record his 
interpretation of events, and to attempt to threaten or intimidate 

Mr. Horrman. Wait a minute now, Mr. Chairman. 

Mr. Moss. I haven’t yielded. I will not yield. 

Mr. Horrman. We don’t care whether you yield or not. 

Mr. Moss. I have not yielded. You can’t get it on the record until 
1 yield, unless you want to make a point of order. 

Mr. Horrman. I make a point of order, Mr. Chairman, that no 
member of this committee has the right to char ge other members with 
attempts to intimidate a witness. 

Mr. Moss. I have the right, Mr. Hoffman, to state that in my opin- 
ion it constitutes intimidation. You cannot govern my opinions. 

Mr. Horrman. Then you will get back certain other expressions of 
opinion. 
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Mr. Moss. That is my opinion. 

Mr. Horrman. I want to say to the chairman, are you going to per- 
mit members of the committee to charge other members with improper 
motives ¢ 

Mr. Moss. I have made no such charges. 

Mr. Horrman. To charge other members of the committee with im- 
proper motives? If you are, we can indulge in that just the same as 
your side. Now we want to avoid anything of that kind. 

Mr. Cuuporr. Look, Mr. Hoffman, let’s get this straight. I don’t 
want to have this hearing resolve itself into a polite br awl. 

Mr. Horrman. That is just what you will get if you permit mem- 
bers on your side to charge members of the minority with improper 
motives. Now you can attack our judgment, our intelligence, any- 
thing you want to, but don’t charge us with improper mot _— 

Mr. Cuuporr. I am going to rule on the point of order, but I want 
to say, in making my ruling on the point of order, when Mr. Knox 
made the statement it appeared to me that there might be a question 
of intimidation at that time, and at that time I said to Mr. Knox that 
my interpretation of his statement was that it appeared to be an inti- 
midation, and I asked him to take it out of the record. 

It hasn’t come out of the record, and it appears to me that, if a 
statement is made by a member of this committee that might be inter- 
preted as an intimidation of a witness, I think every member of the 
committee has the right to make a comment on it and make a state- 
ment, and I therefore overrule your point of order. 

Mr. Moss. Again I want to clarify, Mr. Hoffman. I have stated 
that as my opinion. 

Mr. Horrman. I know, but, listen, I have been in Congress for 
20 years and I have yet to hear from the well of the House—and 
1 have been on committees since 1936—I have vet to hear until today 
either a Member of the House or a member of a committee charge a 
colleague with improper motives. 

Mr. Moss. Mr. Hoffman, I have not so charged. 

Mr. Horrman. Yes; you charged this gentleman—— 

Mr. Moss. I would like to point out to the gentleman from Michigan 
that I have heard some very interesting comments by him from the 
well of the House, and it would stretch my patience to not regard them 
as sometimes questioning motives. 

Mr. Horrman. You never heard me question any member’s motives, 
and the record will so show. Now you can draw your own conclusions 
as to the characterization you want to apply to that statement. 

Mr. Moss. Mr. Hoffman, I recall a very interesting series of special 
orders regarding the gentleman from Ohio just about a year ago. 

Mr. Horrman. And I will repeat every one I made, and the record 
will justify them, and you had the right sitting there to have my 
remarks:stricken then, if they weren’t proper, and you had a Demo- 
cratic Speaker rule on them, and a Democratic majority. You never 
challenged one of them. 

Mr. Moss. You had a Republican Speaker in the 83d Congress, and 
a Republican majority. 

Mr. Cuvuporr. Mr. Knox, you still have the floor; do you have any- 
thing further to ask the witness? 

Mr. Knox. Mr. Chairman, I may have a statement. 

Mr. Horrman. I will tell you another thing, too— 
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Mr. Cuuporr. Mr. Knox has the floor. If you will wait until he 
finishes, I will let you speak. Do you want to have a caucus? The 
committee will recess for 10 minutes during the caucus of the Re- 
publican members. 

(A short recess was taken.) 

Mr. Cuuporr. The subcommittee will be in order. I believe before 
we recessed, Mr. Knox, you wished to make a statement. Do you 
wish to continue at this point? 

Mr. Knox. Mr. Chairman, I somewhat object and regret very much 
that I should have a colleague of mine accuse me of intimidating a 
witness. It was furtherest from my intent to do so. 

I do not believe that the testimony that is on the record could be so 
adjudged. Of course, if I am going to be accused of intimidating the 
witness, then I would feel that possibly my usefulness on the com- 
mittee has expired. 

I have always felt that as a Member of the Congress, as a member 
of the committee, that I have my full and just rights to question a 
witness and make statement relative to the question that was before 
the committee. I have never in my long period of time of serving in 
the Michigan Legislature, nor did I permit it while I was the speaker 
of the Michigan House for 6 years, had another member accuse a 
member of the house of intimidation. 

There is only one way that I could possibly feel that I could go on 
and serve on the committee which I have been appointed to, and that is 
for my friend, Mr. Moss—I hope to be a friend—to have expunged 
from the record the statement that I attempted to intimidate the 
witness. 

Now Mr. Meaker, do you feel 

Mr. Cuuporr. Mr. Knox, could I interrupt you at that point? I 
just want to say this in answer to what you say, Mr. Knox. 

As chairman of this subcommittee we have had many hearings not 
only on the power problems, but on other problems confronting the 
Nation and the Congress, and I believe that every member of this 
committee, both Republican and Democrat, has received every possi- 
ble courtesy from me and has been given every opportunity to ask ques- 
tions, make statements, and I don’t think anyone could ever say that 
I have attempted at any time to stop them from asking a question of 
a witness or making a statement as to their interpretation of the facts 
elucidated from witnesses. 

Now, of course, your problem with Mr. Moss is between you and 
Mr. Moss, and, of course, I am not going to ask Mr. Moss to do any- 
thing that he doesn’t want to do or ask him not to do something that 
he feels he should do. 

Now, you may continue, Mr. Knox. 

Mr. Knox. Mr. Chairman, the testimony that has been given before 
the committee is the source of knowledge that we obtain to make justi- 
fications for certain amendments to the present laws, or the creation 
of new laws, and there is only one way that you can ever justify an 
amendment and that is to go to the source. 

I made my statement to Mr. Meaker on that point, that I was going 
to carry ittothe REA. Iam going to find out if there has been some 
conniving within the REA that brought about this so-called wedding 
of the Western Colorado Power Co., as forcing the REA into a corner. 
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I am interested in REA. I have had farms, and if it had not been 
for REA, I never would have had power on them, and I know what 
REA has brought to the rural areas of the Nation; so don’t classify 
me as one who is opposed to the expansion or the extension of REA. 
I am not one of those. ; 

REA was set up principally for the extension of lines to rural 
customers so they might be able to receive the power, and in those 
cases where power was not available then loans were granted for the 
construction of powerplants, and we have them all over the Nation. 

Mr. Cuuporr. Mr. Knox, I might say that you weren’t with us in 
Springfield, Mo., or Atlanta, Ga. At that time I announced that on 
September 26 and 27 in Washington, representatives of the Interior 
Department, Mr. Aandahl and other members of the Department hav- 
ing jurisdiction over power, would be asked to come before the com- 
mittee for the purpose of giving its side of the case, as it were. 

I am very much interested in determining whether or not the facts 
set forth by the witness are the facts, the reason for them, and at that 
time we will have Mr. Nelsen, or some other member of the Interior 
Department, give us that answer at that time, and I hope you can be 
in Washington that day. 

Mr. Moss. First, I would like to make it perfectly clear that I want 
to be in no way responsible for a member leaving this committee. I 
think that each member has made a very definite contribution as we 
have conducted hearings in Washington and in the field. However, I 
do feel that the statement, that my interpretation of the statement 
made by Mr. Knox, that the effect of that statement would be an 
intimidation of witnesses. That is a personal opinion. 

I did not charge the member. I can be in error, or I can be cor- 
rect. It is entirely a matter of opinion. I feel that my opinion in 
that instance is certainly a valid one, one which I am entitled to have 
on the record, one which he is entitled to refute. 

When you say, “I am going to take to Washington this record and 
it may aifect your loan,” and that is as I gather it the language as I 
listened to it, it certainly doesn’t seem to me it is designed to make 
the witness feel that there is no element of intimidation in such a 
statement. 

Mr. Knox. Mr. Moss? 

Mr. Moss. I will yield to the gentleman. 

Mr. Kwox. Sure, it is a fact it may affect the loan, and may cor- 
rect any injustice that has been brought forth, if there has been any 
such wedding as has been stated by Mr. Meaker. 

Now there is no intent on my part to see that the area is not served 
with power. They will be served with power. It is not that the loan 
will never be granted, but maybe the outcome will be that the Colo- 
rado-Ute will have its own powerplant and the right to operate 
it, if it is true what Mr. Meaker has told me and told this committee. 
That is what I want to find out. 

Mr. Moss. Was it the gentleman’s intention to indicate that it would 
bring about an improvement of the condition of the loan ? 

Mr. Knox. That’s right, and for no other reason. 

Mr. Moss. Certainly I would not interpret the statement under 
those conditions with the modification of language, as being intimida- 
tion. I think it is a clarification that removes any possibility of it 
being intimidation. i : 
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Mr. Cuuporr. Now, Mr. Jonas, I think you were trying to get 
recognized. 

Mr. Jonas. Yes. I think, Mr. Chairman, I will move that the 
auestion asked by Mr. Knox and the statement by Max. Moss both be 
expunged from the record. 

Mr. Motionan. I second the motion. 

Mr. Horrman. Let’s have that question. Mr. Chairman, may I 
make a comment right there. Whenever a witness makes a statement 
as to what did or did not happen, or what figures were in one place 
or another, I would ask if, in the opinion of the chairman, has not 
every committee member a right to check those either in Washington, 
or any place else, to ascertain the fact? 

Mr. Cuuporr. Mr. Hoffman, I don’t think anybody is questioning 
that. I think you have a perfect right to question anything in Wash- 
ington that you care to; that is, anything that a witness says. 

Mr. Horrman. Now, I will ask the witness: Were you intimidated ? 

Mr. Meaxer. I kind of felt like I was. 

Mr. Horrman. You did? By what? 

Mr. Meaker. I hope that there is never any statement made here 
by any of the testimony presented that is going to affect our loan. 

Mr. Cuvporr. Mr. Meaker, will you hold your testimony at that 
point. I hope you are not going to try to convince the witness who 
says that he thought he was intimidated, that he wasn’t intimidated. 

fr. Horrman. If he was, he is mighty easily intimidated. 

Mr. Meaxenr. I felt that way. 

Mr. Cuuporr. Some of us scare easily. 

Mr. Horrman. Do you have an idea that every statement you make 
as a witness—and you are not under oath, although I assume your 
veracity is just as good whether you are or are not. 

Mr. Meaxer. That’s correct. 

Mr. Horrman. Do you have an idea that every statement you make 
cannot be challenged by seeking other information ? 

Mr. Meaxer. Of course, you can challenge it if you want to. 

Mr. Horrman. Why sure. You don’t ask any of us to accept any 
of your statements except as in our judgment we find them to be in 
accordance—— 

Mr. Meaxer. That’s correct. 

Mr. Cuuporr. Are you through, Mr. Hoffman? 

Mr. Horrman. Temporarily. 

Mr. Cuvuporr. There is a motion made by Mr. Jonas. I wonder if 
you could read that motion? 

I will state it in brief. I believe Mr. Jonas made the following 
motion: Mr. Jonas moved that the statement made by Mr. Knox and 
the statement made by Mr. Moss 

Mr. Jonas. And everything subsequent thereto. 

Mr. Horrman. I am not going to vote for that. 

Mr. Jonas. All right. I withdraw that, then. Just the two. 

; Mr. Cuvporr. Your motion then is that the statement made by Mr. 
<nox 

Mr. Jonas. To which Mr. Moss objected. 

Mr. Cuvuporr. And Mr. Moss said 

Mr. Moss. I didn’t object. 

Mr. Cruporr. Well, Mr. Moss made a comment and felt that in 
his opinion it was intimidation, that shall be stricken from the record. 
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Mr. Horrman. I will say for the benefit of the chairman and the 
majority members, you strike out what you have the votes to strike 
out. I will put in additional views when we write the report, my 
views on it, too. 

Mr. Cuuporr. We certainly think that you have the right to present 
any additional views, you have under the ‘rules. 

Mr. Horrman. I am not trying to stop anything. As a matter 
of fact, it can stay in the record, everything that was said. I am not 
insisting that it be taken out. I believe that the motion was made 
by a minority member of the committee, and if we are ready for a 
vote, all those in favor say “Aye.” 

(No response. ) 

Mr. Cuuporr. Those against say “Nay.” 

(No response. ) 

Mr. Horrman. What does the record show now, Mr. Chairman / 

Mr. Cuuporr. I guess the motion falls. There are no votes for it 
or against it. Therefore, it must fall under parliamentary rule. 

Mr. Moronan. A point of order, Mr. Chairman. Let’s proceed. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. May I ask did the committee staff or did the chairman 
know in advance the testimony that would be offered by Mr. Meaker ? 

Mr. Cuvuporr. I want to say this: That Mr. Meaker was inter- 
viewed by the committee staff, and he told us exactly what his problem 
was with this particular contract, and we didn’t know what he was 
going to say. We didn’t see his statement until he made it here. 

Mr. Jonas. May I ask when were you interviewed by a committee 
staff member, Mr. Meaker ? 

Mr. Meaxker. Last evening. 

Mr. Jonas. Yesterday ? 

Mr. Meaxer. Yes; before I had even written up this statement. 

Mr. Cuvuporr. Weren’t you interviewed prior to last night? 

Mr. Meaxer. No. 

Mr. Cuvuporr. You mean you never saw a member of this committee 
staff until last night? 

Mr. Mreaxker. Oh, pardon me, yes; Mr. Austin saw me over at Cortez. 
That was about 6 weeks ago when you said this group was going to 
come. 

Mr. Cuuporr. At that time you told Mr. Austin the problem that 
you had in getting your loan from REA ? 

Mr. Meaker. Yes; we did at that time, that is correct. 

Mr. Jonas. That was at the first interview, 6 weeks ago? 

Mr. Meaxer. That’s right. 

Mr. Jonas. And do you recall whether you told Mr. Austin at that 
time that you felt this was a shotgun wedding and that you were more 
or less forced into it by the Administrator ? 

Mr. Meaxer. No; I did not. 

Mr. Jonas. You didn’t use the word “shotgun” ? 

Mr. Meaxer. No. 

Mr. Jonas. But you did tell him you were sort of reluctant about 
entering into this contract ? 

Mr. Meaxer. No, sir; I don’t think we discussed it at all. He just 
said there was going to be a congressional meeting and wanted to 
know if I would care to testify at this meeting. 

Mr. Jonas. Did you, before today, before your testimony this 
morning, make a statement to any member of this committee, or any 
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staff member, that you were more or less forced into this contract 
against your will? 

Mr. Meaxer. I definitely did not. That’s correct. 

Mr. Jonas. What did you tell the staff member you wanted to tell 
the committee ¢ 

Mr. Meaxer. I didn’t tell the staff member anything last evening. 
They asked me, Mr. Austin asked me if I would care to make a state- 
ment. I said “Yes, I would be glad to,” but he didn’t ask me what 
statement. 

Mr. Jonas. Did you tell him about the inference you drew from Mr. 
Nelsen’s statement ? 

Mr. Meaxer. No; I did not. 

Mr. Jonas. You didn’t go into any of that? 

Mr. Meaxer. I did not; no, sir. 

Mr. Jonas. Was it understood between you that you would talk 
about your problems in getting this contract signed ¢ 

Mr. Meaxer. I don’t think we discussed that phase of it. I just 
met him for a few minutes, and he told me there was going to be a 
congressional hearing here in Denver on this subject, but we didn’t 
discuss it and what I would say 

Mr. Jonas. Does the REA have an office in Denver? 

Mr. Meaxer. The State REA does, yes, sir. 

Mr. Jonas. I mean the Administrator out of Washington; does he 
have a subordinate here? 

Mr. Mraxer. No, not to my knowledge. 

Mr. Jonas. The Department of the Interior has an office here? 

Mr. Meaxer. I think so, yes. 

Mr. Jonas. But you don’t know whether Rural Electric Adminis- 
tration has a branch office here or not? 

Mr. Meaxer. I rather think not. 

Mr. Horrman. Will you yield to me? 

Mr. Jonas. Yes. 

Mr. Horrman. How long have you known Mr. Austin? 

Mr. Meaxer. I would say about 8—10 years. 

Mr. Horrman. And in what business was he engaged when you 
knew him? 

Mr. Meaxer. When I first knew him? 

Mr. Horrman. Yes, and since. 

Mr. Meraxer. Well, he has been manager for the State Rural 
Electrification. 

Mr. Horrman. And what did you discuss with him 6 weeks ago 
when you learned that the committee was coming out ? 

Mr. Meaxer. I didn’t discuss anything with on He just asked 
me if I would testify. 

Mr. Horrman. He didn’t inquire, and you didn’t tell him? 

Mr. Meaxer. No. 

Mr. Horrman. Not a thing? 

Mr. Meaxer. Not a thing. 

Mr. Horrman. Much obliged. 

Mr. Cuuporr. Are there any further questions of this witness? 

Mr. Motitonan. Mr. Chairman, just a minute. Mr. Meaker, as I 
understand it, you filed an application in 1941 for a $24 million loan 
to build a generation plant and transmission lines, is that true? 
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Mr. Meaker. With your permission, Mr. Chairman, could I have 
the record cleared on that point. 

Mr. Cuuporr. That is whist we are trying to do. We are trying 
to get exactly what the situation is. I think everything is all mixed 
up, ,and if you can clear it, I would appreciate it. 

Mr. Meaxer. You know, quite a little time has elapsed, and I would 
have to be a walking encyclopedia to — everything here. I failed 
to tell the truth with reference to the $24 million loan. 

We drew up the application for the "$24 million loan for the 10 or 
more co-ops, but I was informed a few minutes ago while we were in 
recess that we never presented the application to the Administrator, 
so we have only made 1 application, and that was in 1954. 

Mr. Mo.iouwan. 1952? 

Mr. Meaxer. 1954. 

I was corrected on that also, so please correct the record on that. 
It was in 1954 for the $10 million loan. 

Mr. Jonas. Now, would you give us the month in 1954. 

Mr. Meaxer. It was about October. if I remember correct, in 1954. 

Mr. Cuuporr. Mr, Jonas, I don’t like to interrupt. There are other 
witnesses who will follow Mr. Meaker that can give you the exact 
figures, times, places. The only thing he can do is guess and correct 
the record afterward. 

I thought if we brought the other witnesses on, they could give you 
the information you wanted. 

Mr. Horrman. But certainly it is a favor to this witness, and a 
right, too, his right, to correct the record himself instead of calling 
somebody else and proving what he said wasn’t true. 

Mr. Cuvporr. Oh, certainly. I am not questioning that. When 
Mr. Jonas asked for a date, I said that somebody else could give that 
date correctly, rather than us guessing at the date and then correct 
it later, which would clutter up the record. 

Mr. Horrman. That would kind of soften the statement of Mr. 
Knox, this statement now that the witness himself makes, when he 

says he didn’t tell the truth. I think he was just mistaken about it. 
That is all that amounts to. 

Mr. Cuuporr. I thought we were through with that point, but if 
you want to belabor it, it’s all right with me. 

Mr. Horrman. I don’t want to labor anything, or belabor. 

Mr, Jonas. Let me ask one other question. 

Mr. Meaker, do I understand you correctly now to say that the only 
application you filed was in October of 1954, and in May of 1955 it 
was approved and the contract signed ? 

Mr. Meaxer. That’s right. 

Mr. Jonas. So it was never pending more than 6 months? 

Mr. Meaxer. That’s right. 

Mr. Jonas. That is all. Thank you. 

Mr. Motronan. But had there been, Mr. Meaker, preliminary dis- 
cussions with REA officials about it, prior to the filing of the appli- 
cation in 1954? 

Mr. Meaxer. Yes. 

Mr. Motionan. In other words you had negotiated and discussed 
with them the probable terms and conditions under which you could 
secure a loan; is that true? 

Mr. Meaxer. Yes; it took us several years to work that out. 
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Mr. Motionan. Work out the exact type of program that you felt 
you could get an approval from REA on? 

Mr. Meaker. That’s right. And I think other witnesses will bring 
out all that. 

Mr. Motionan. The reason I am asking you this question, you are 
president of Colorado-Ute—what is the complete name? 

Mr. Meaxer. Colorado-Ute Electric Association. 

Mr. Motitonan. Colorado-Ute Electric Generation and Transmis- 
sion Association ? 

Mr. Meaxer. That’s right. 

Mr. Motitonan. You are president of that, and therefore chairman 
of its board of directors, aren’t you? 

Mr. Meaxer. That’s right. 

Mr. Mottouan. At the board of directors’ meeting, what was the 
reaction to the stipulation being suggested by the ‘REA, or being 
demanded, rather, by the REA that the Western Colorado Power 
operate the plant for you? What was the reaction of the board of 
directors to that suggestion ? 

Mr. Meaxer. The reaction of the board, to a man, was that we 
would rather go it alone. 

Mr. Motionan. Did you feel that it was rather unusual that you, 
as an REA co-op, would be securing this loan, would be the sole group 
responsible for the repayment, but still you would have no control 


over the actual operation of it? Did you feel that that would be 
somewhat unusual ? 

Mr. Meaker. We felt so. 

Mr. Motironan. What authority, if any, do you have in the actual 
operation of the plant? After you pay for it, or rather, assume the 
obligation of repaying the REA for it, what control do you exercise, 
if any? 

Mr. Mraxer. Our manager that we will hire will have the right to 
look in on the man: wwement of the Western Colorado Power Co. 

Mr. Mortroman. You mean, to determine whether or not the power 
facility—— 

Mr. Meaxer. It is being handled, as it should be, to give us the 
service and also audit the accounts to see that we are being correctly 
treated. 

Mr. Motionan. How are you to compensate the Western Colorado 
Power for the operation of the plant? How are they to be paid? 

Mr. Mraxer. I can’t go into those detailed figures. I think that 
will be brought out a little later by other witnesses, 

Mr. Motnonan. Will that be under the terms of a contract more or 
less stipulated or set up by the REA itself? 

Mr. Mreaxer. Stipulated in the contract between the Colorado-Ute 
and the Western Colorado Power Co., approved by REA, which will 
be brought out here later. 

Mr. Motionan. And then there has been some reference here by 
some of the members of the committee to the fact that the plant would 
not be feasible if it were not for the fact that the private utility is 
going to cooperate in the marketing of certain of the power or part of 
the power that is being produced. 

Now, I believe in reply to such a suggestion by a member of the 
committee, you said that the REA in W ashington had said that it 
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was a feasible application on the basis of your making the application 
alone and going alone in it. 

Mr. Mraxer. We were informed by some of the officers, not neces- 
sarily the Administrator, that our loan was feasible. 

Mr. Mottouan. Without any association with the public utility? 

Mr. Meaker. Yes, sir. 

Mr. Mottouan. I believe there has been some suggestion also that 
the Western Colorado Power would take the excess power developed 
at the plant é 

Mr. Mraxer. That’s right. 

Mr. Mottonan. Have there been any negotiations as to the terms 
by which they would take that power? 

Mr. Meaker. That’s right. 

Mr. Mottouax. How will they pay for that? 

Mr. Meaxer. That will come out by other witnesses. 

Mr. Motironan. Thank you, Mr. Chairman. That is all. 

Mr. Horrman. Mr. Chairman, just two questions, and then I think 

am all through. 

Mr. Cuuporr. Surely. 

Mr. Horrman. Is it your understanding that the loan was ap- 
proved before or after you were requested to enter into this agreement 
with the electric company ? 

Mr. Mraker. After. 

Mr. Horrman. The request that you have this shotgun wedding 
came before the approval of the loan; is that right? 

Mr. Meaker. Oh, yes 

Mr. Horrman. That is all of that. Now, in view of the explanation 
of our colleague, our distinguished colleague from California, Mr. 
Moss, that your organization could not be characterized as a holding 
company, and it is a fact, is it not, that your organization made the 
application for the loan and has advocated its granting in Washing- 
ton— that is true, isn’t it¢ 

Mr. Meaker. Yes. 

Mr. Horrman. In view of those two things, would it be accurate 
to say that in a way your association, of which you are president, 1 
a lobbying organization ? 

Mr. Mraker. Definitely not. 

Mr. Horrman. What is the difference between your advocacy of 
the granting of this loan and that of the ordinary lobbyist? And I 
don’t refer to a lobbyist as being a discreditable individual. That is 
a recognized, respectable occupation, but what is the difference be- 
tween what you are doing, or your association is doing, and the average 
lobbyist does in Washington ? 

Mr. Meaxer. I wish to inform you that we did no lobbying. 

r. Horrman. What did you do? 

Mr. Meaker. All we have done is, under the Rural Electrification 
Act, make an application for a G. and T. loan. 

Mr. Horrman. And advanced arguments——— 

Mr. Meaker. Is that lobbying? 

Mr. HorrmMan. Yes, in a certain sense, of course, it is. 

Mr. Meaxker. Of course it isn’t. 

Mr. Horrman. All right: I won’t dis} uute you—an id advance reasons 
as to why the loan should be granted; didn’t you? 

Mr. Meaker. Of course, we set forth facts. 
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Mr. Horrman. Isn’t that what a lobbyist does? The difference 
would be that a lobbyist is paid by a client—— 

Mr. Meaxer. Do you mean to state that I was lobbying when I went 
down to Mr. Nelson’s office and set forth facts and figures why we 
should have this loan? 

Mr. Horrman. I mean to say that you were engaging in some of the 
same legitimate, lawful, commendable operations that a lobbyist does. 
Yes, I do, of course. 

Mr. Cuuporr. Mr. Hoffman, I would like to interrupt at that point. 
It has always been my thought that the definition of a lobbyist was 
a man who goes before a legislative body, whether it be a State body, 
a city body, or a National body, and tries to influence legislation and 
receives pay for it. 

Mr. Horrman. Not necessarily. 

Mr. Cuuporr. I don’t think that a man who negotiates a contract 
and tries to get the best deal he can from the other side is a lobbyist. 

Mr. Horrman. You’d better read the definition adopted by the 
Buchanan committee. There is no impropriety—don’t get this 
wrong—there is no impropriety in lobbying; heavens and earth, we 
have our constituents come to us every day we are down there, and 
you know it just as well as I do. 

We recognized lobbying as being lawful and legitimate by requir- 
ing them to register. We give them a certificate to lobby. 

Mr. Cuuporr. There is an act of Congress that sets up the require- 
ments and the procedures of a lobbyist. 

Mr. Horrman. Sure. 

Mr. Cuvporr. The trouble is some of the people don’t have a chance 
to do any of the lobbying. 

Mr. Horrman. That’s right. 

Mr. Cuuporr. They are the ones that usually get the short end of 
the stick. 

Mr. Mraxer. I think I know what a lobbyist is, and I wasn’t doing 
any lobbying. 

Mr. Cuuporr. Mr. Meaker, I want to thank you for coming before 
this committee. 

Congressman Aspinall, are you in the room? I thought I saw him 
before. I guess he had to leave. 

At this time we are going to recess for lunch until 1:30. Before 
the recess, however, I want to make this announcement. We have 
about eight more witnesses. We must get out of Denver tomorrow 
morning and go to Idaho Falls, Idaho. 

We hope to be able to finish with these witnesses by a respectable 
hour this afternoon. However, should it appear that we can’t finish, 
for the benefit of the press and those people that are interested in the 
hearings, we will have a night session, so we can get through. 

Mr. Horrman. Mr. Chairman, may I ask you, inasmuch as the 
rules of the committee provide, and the rules apply to the subeommit- 
tee, that typewritten statements be submitted to the members of the 
committee before the witnesses testify. Will that be complied with 
or will circumstances prevent that ? 

Mr. Cuuporr. I believe the rules of the full committee say that if 
there is a prepared statement, it must be submitted to the committee 
24 hours prior to its being submitted for the committee at the hearing. 
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Nevertheless, if there are no prepared statements, we certainly will 
listen to the witnesses who appear without prepared statements, and 
we are going to try to dispense with that and give the people an 
opportunity to be heard. 

Mr. Horrman. The reason for that is that, so far as the minority 
members are advised, we have no information whatsoever as to the 
purpose of the meeting here, «xcept as set forth in this general state- 
ment that was issued by Mr. 1 )awson, I think. 

Mr. Cuvuporr. That is all we have. There are eight more witnesses, 
and I haven’t the least idea what any of them are going to say, except 
that they have a problem and a complaint. 

Mr. Horrman. We have had no information from any member of 
the staff, so we come in cold. That is why it is so difficult to help 
you shorten the hearings. 

Mr. Cuuporr. I don’t want you to shorten it. I want you to ask 
every question that you want to ask, Mr. Hoffman. 

The subcommittee will now recess until 1: 30. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 1: 30 p.m. of the same day. ) 


AFTERNOON SESSION 


Mr. Cuuvorr. Is Mr. George Dobbs here? Would you take the 
witness chair, please, Mr. Dobbs. 

Before the witness tes — during the luncheon recess I tried to 
figure out a way that we could get through here and hear everybody. 
And in view of the fact that we have to be out of Denver the first 
thing in the morning, I am going to change the procedure slightly. 
We are going to hear from the witnesses first, and then the members 
of the committee can have the opportunity of calling any of them 
back for cross-examination, if they so desire. I am afraid otherwise 
we are not going to be able to get halfway through our program. 

Mr. Jonas. I don’t quite understand. 

Mr. Cuuporr. You remember the way we did it in Missouri and in 
Georgia? We had groups of witnesses up, and then 

Mr. Horrman. Neither Mr. Knox nor I were present. 

Mr. Cuvuporr. That’s right. For the purpose of saving time, we 
hear the witnesses make their preliminary statements. 

Mr. Horrman. All of them? 

Mr. Cuuporr. All of them. 

Mr. Horrman. Before any questions? 

Mr. Cuuporr. Then you can recall any of the witnesses and ask them 
questions. 

Mr. Horrman. That is to say, you can’t ask any witness any ques- 
tions until all the witnesses you propose to call have been heard ? 

Mr. Cuuporr. That is what I want to do, for the purpose of brevity. 

Mr. Jonas. I just don’t believe that will work. 

Mr. Horrman. I want to protest that. 

Mr. Knox. I don’t know how we can remember, Mr. Chairman, 
everything that the witness has testified to. 

Mr. Cuupvorr. Let’s see how it goes under the old procedure first, see 
what time we can make, and if we can’t, then we will try to work some- 
thing else out so we can get through tonight. I don’t want to have 
a night session unless it is absolutely necessary. 
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Mr. Jonas. I will be willing to cooperate and hold my questions 
down. I think you were liberal this morning in allowing us 3 or 4 
turns. I wouldn’t mind being restricted to 1 or 2 questions to each 
witness. 

Mr. Cuuporr. Mr. Jonas, as chairman of this subcommittee, I 
have never tried to stop any member of the committee from asking 
any question that they wanted to ask, and I don’t want to put you in 
a position where, if something occurs later, that you can’t ask it. I 
think we ought to try to get everything on the record. 

Let’s keep going the way we did this morning and see how it goes. 

Mr. Dobbs, would you identify yourself for the reporter, please? 


STATEMENT OF GEORGE E. DOBBS, MANAGER, SAN MIGUEL POWER 
ASSOCIATION, NUCLA, COLO.; ACCOMPANIED BY RAY MOSES, 
ATTORNEY, COLORADO UTE ELECTRIC ASSOCIATION, ALAMOSA, 
COLO. 


Mr. Dorns. My name is George E. Dobbs. I am manager of the 
San Miguel Power Association at Nucla, Colo. 

Mr. Cuuporr. Do you have a prepared statement ? 

Mr. Dorrs. No, sir. These are notes I made up that I would like 
to refer to from time to time. 

Mr. Cuvporr. Would you proceed, then ? 

Mr. Dosrs. I have been employed by the cooperative since December 
15, 1948. 

I would like to remark a little bit about Colorado-Ute, a generation 
and transmission cooperative, set up by four REA-distribution- 
financed associations. 

It was set up in 1940 by seven REA-financed associations for the 
sole purpose of supplying cheap central station power to these various 
associations. 

There were seven charter members. The first one was the Grand 
Valley Rural Power Lines, Delta-Montrose Rural Power Lines, Gun- 
nison County Electric Associ ation, Holy Cross Electric Association, 
Empire Electric Association, and the La Plata Electric Association. 

Through the years, from 1940 up until 1952, part of these associa 
tions were able to secure power through Bureau of Reclamation facili- 
ties throughout Colorado. The need for an abundant supply of electric 
power in Colorado, southwestern Colorado, has existed throughout 
the years. From the time the first REA distribution association was 
established, set up and put into operation, the need for power was 
urgent then. It is more _— today. 

I, as manager of the San Miguel Power Association, have made 
requests from our power suppliers to serve us with an adequate amount 
of power. They have publicly stated that they have lots of it for sale. 

When it came down to actually having the power, we were able to 
survey their facilities, we knew what they had, we knew what our 
requirements were. We found out that we needed to do something. 

I might explain the urgency of power in our particular area. Our 
area is on the Colorado plateau, and I imagine that 90 or 98 percent 
of the uranium that is produced in the United States today is coming 
from that particular area. I believe the last report from the Atomic 
Energy Commission stated that there are 700 producing uranium 
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mines in the Nation today. I don’t have an exact figure of the num- 
ber of mines operating on the plateau, but I am satisfied In my own 
mind there are about 400. 

The need for power to supply these mines was urgent, and it is still 
urgent. San Miguel Power Association probably sells more power 
to the raw material division of the Atomic E nergy Commission than 
any other utility in the United States. 

In 1940 Colorado-Ute had a feasibility study made on power gen- 
eration. It was made by Rocky Mountain Engineering Co. here in 
Denver. Then, of course, the war came on, scarcity of materials, 
everybody being willing to cooperate. Naturally, our national security 
was more important than probably anything else, so it was probably 
dropped. We didn’t get out of the scarcity of materials until about 
1951 when materials were released, and you could really go out and 
buy what you needed. 

So in 1951 we built, with REA money that they loaned us, a trans- 
mission line into our area. I have a map here that I could point that 
out very easily on. 

We built this transmission line into our area. We built it with 
ample capacity to at that time, we thought, to take care of our needs 
for several vears, and I think it would have probably taken care of 
them up to the present time. 

After we got the line built, we found that we didn’t have the 
power to put into them. 

In 1952 Colorado-Ute was reorganized, four cooperatives, or REA- 
financed association, we organized Colorado-Ute, went through the 
procedure of securing a generation and transmission loan. 

Perhaps you gentlemen don’t realize the things that you have to 
go through, have to do, in order to process a loan. You don’t simply 
sit down and make an application for the loan and they send you out 
the money. You have to make feasibility studies, individual feas- 
ibility studies of each project have to be m: ade. That is based on your 
past operating experience. 

You hire a certified engineer to come out into your area, you 
measure your louds, your existing loads, take your requests for service 
that are coming in, and that is all measured up, added up, and that 
is done on all four cooperatives. 

We had probably four such feasibility studies made on our project 
during the process of getting the material that would qualify us to 
ask for a loan, along with Colorado-Ute. These feasibility studies 
are quite lengthy, and I believe that they are very conservative, and 
when they come up with the answer, th: at is it. 

Now, the engineer makes a study, that is submitted to the Rural 
Electrification Administration. Then the Rural Electrification Ad- 
ministration sends a field | engineer out and he makes a study. And 
there may be another 1 or 2 come along to follow him up and see that 
he is right. 

You received this little pamphlet. I am sure that you have all 
read it. It is the one that we have to pass out. I think you fellows 
all have that. 

You will note that the area to be served by the Colorado-Ute Asso- 
ciation is 21 times greater than that of Rhode Island. The number 
of consumers served by the 4 associations involved in 1954 was over 
10,000. That number has increased considerably this year. 
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We made our application to Colorado-Ute, or perhaps I had better 
say, I mean when we made our application to REA, perhaps I had 
better say we started talking to people in REA as to how we could 
obtain this loan. 'They told us, and we took those steps. 

I don’t know how many trips were involved for me back to Wash- 
ington, but I made 5 or 6. At our State meetings, fall and spring 
meetings in Colorado, of course, REA people are here, and we con- 
sulted them at those meetings. 

I would say we were in the process of getting our feet on the 
ground for about 2 years. I believe it was in 1952, the spring meeting, 
when Ancher Nelsen visited Denver at a State meeting here. 

Will you correct me if I am wrong on that—1953 ? 

At the meeting of the Colorado State Association of REA Coop- 
eratives, we had audience with Mr. Nelsen after the banquet in the 
evening. We showed him our need for additional power, and at that 
time he informed us that he was not interested in building any 
powerplants for any group unless they could tie in either in a partner- 
ship arrangement or interchange of power, or some other method, 
with the private utility serving the area, and that means the utility 
serving the association, distribution associations. 

His reason for that was that a number of REA associations were 
generating electricity, and it was not profitable for them to do that. 
I don’t believe he took into consideration that the REA-financed 
associations that were generating, were generating because they had to 
generate. They were using, in most instances, diesel equipment, 
vhich is expensive to operate. 

The reason they were using it was because they couldn’t get power 
from any other source. After him informing us that that was the 
procedure we must follow, I know that the Colorado-Ute board was 
opposed to such a procedure, and after much discussion with REA 
officials, we came to the conclusion that.if we were going to get power, 
that was the procedure that we were going to have to follow out. 

We didn’t know what kind of a partnership we wanted to enter 
into. We thought perhaps if we could work out an interchange of 
power, that that would be satisfactory to us, we could build our own 
generating plant and we could interchange power, but they informed 
us, the Western Colorado Power Co., our suppliers, that when we 
started generating they would have an abundance of power, they 
wouldn’t need an interchange, so they were not willing to go along 
on that basis. 

We received a telegram addressed to Mr. Frank Meaker, president 
of the Colorado-Ute, from REA’s office in Washington, D. C., urging 
us, urging Mr. Meaker, to go up into Iowa where a partnership ar- 
rangement is in operation, and investigate the situation up there. 

Mr. Meaker was on vacation at the time, in California, so I went u 
into Iowa and I met with the people up there that were concerned, 
picked up their agreement, came back to Colorado, and immediately 
after my return, why, we took this agreement, worked it over to what 
we thought would be the best for us, and we submitted that proposal 
to the power company, our supplier. 

The first meeting, I believe, that we had with our suppliers in regard 
to the partnership arrangement wa; that they wanted us to borrow the 
money from the Rural Electrification Administration, build the 
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powerplant, transmission lines, they would pay us 6 percent interest 
on our investment. They couldn’t see fit to give us any reduction 
in the rates. They were satisfied that the 6 percent would take care 
of our need. 

We couldn’t figure that way, so that time was wasted at that meet- 
ing. We had other meetings, and we finally came up with about the 
same proposition as C entral lowa Power and the Central Iowa Elec- 
tric Association has up there, with this exception. 

I believe in Lowa the cooperative leases the facilities to the Central 
Iowa Power Co. for a period of 30 or 35 years, and then the power 
company has option to buy those facilities. The contract that we 
came up with is an operating contract. 

We contract with the private utility to operate this plant for a 
period of 35 years, and we get power at a price which is higher, I be- 
lieve, than it would cost us to do our own generating. 

While we were going through this period of negotiations on this 
partnership contract in Colorado with the Colorado Power Co., we 
were being pirated in Utah by the Utah Power & Light Co., which 
is the sole owner of the Western Colorado Power Co. 

We were requested by the rural population in Utah, people who 
had been without power all through the years up until December 
1954, to come in and serve them with electricity. 

And, incidentally, one of the directors of the Utah Power & Light 
Co., one of our consumers in the La Sal. Utah, area. We went to the 
power company. We told them what our intention was. We asked 
them if they had any intention of building in there. 

They told us they didn’t, for us to go ahead. Those people needed 
power, and they would be very happy to see us take care of them. 

So at the tune of about a quarter of a million dollars, we built 
a transmission line into the area to serve those people. March, last 
year, we were notified by the public utilities commission in the State 
of Utah, that the Utah Power & Light Co. had made a request for 
a certificate of necessity to build a line down into that area. On one 
side we were entering into a partnership and, on the other side, they 
were cutting our throat. That is why I am bitter about entering 
into any contr: ict. 

That is not the only reason. I firmly believe that we could operate 
our own generating facility for perhaps 1 mill a kilowatt less than 
the power is going to cost us in our partnership agreement. 

I would like to introduce some clippings here. In the course of 
our negotiations for this loan at one time we thought that we were 
going to be granted a loan without any strings attached to it, that 
we would be able to operate it ourselves. For some reason our plans 
were changed. 

We were asking when this loan would be approved, and this, that, 
and the other thing. So many things have happened in the past I 
can’t remember all of them. 

But back in October 1954, here is an announcement of a $40 million 
REA expansion in the State of Colorado. There are a number of 
newspaper clippings here we would like to put into the record. 

One of the problems that we had, we knew we needed the power, 
had made studies for power. I am talking about the San Miguel 
Power Association, what our needs were and are. 
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We talked to REA; we talked to everybody. Nobody seemed to 
be too concerned. 

Four cooperatives decided to let people know and see exactly what 
the conditions were in our particular area, perhaps we ought to get 
some people to go out and take a look, and that is exactly what we did. 

In August 1954 we had a tour that started at Pagosa Springs, 
Colo.; extended into Durango, into the southwest corner of Colo- 
rado—Cortez, Colo.—and up through the uranium area, through 
one section of Utah into Nucla, Colo. 

We had people of all walks of life on this tour, people from REA, 
the press, and members of various Government agencies. Here is a 
Cortez paper. I have a copy here of a power-requirements study. 
I wonder if it would be of interest to the Congressmen to have this. 

Mr. Cuvuporr. Who made the study ? 

Mr. Doses. Made by the Rural Electrification Administration in 
Washington, D.C. It was a revised study. 

Mr. Cuuporr. And what did the study recommend ? 

Mr. Doses. I don’t believe that it aetually made any recommenda- 
tions. What it comes up with is the power requirements, this is in 
1963, of the San Miguel Power Association. 

Mr. Cuvporr. In other words, it tries to project the load increase 
between the date of the study and 1963 ? 

Mr. Dosss. That is right; that is the purpose of it. It is to project 
the load. Would this be of interest? 

Mr. Cuuporr. Let me ask you one question about that study while 
you are on it. 

Would you be able to tell, without taking too much time, what the 
percentage of increase would be in the load demand as a result of 
the study by the REA in that particular area from the date it was 
made until 1963 ? 

Mr. Dosrs. I believe it would be approximately 30 percent. 

Mr. Cuvuporr. Would that require additional facilities to meet ? 

Mr. Doss. Yes, sir. 

Mr. Cuuporr. Would the Western Colorado Power Co. be in a posi- 
tion to meet that load demand without additional generating plants? 

Mr. Dosrs. No. 

We met with the power company, told them what our requirements 
would be. In fact, the requirements of the four G. and T. cooperatives 
were compiled and presented to the power company at one of the 
meetings. 

The growth in 2 of the associations was not figured to be quite as 
large as the other 2, and the power company informed us that they 
could take care of the normal growth of 2 of the associations, but in 
order to take care of ours, we would have to pay a premium for that. 
I have a copy of that here. 

Mr. Cuuporr. Why would you have to pay a premium? I don’t 
understand. 

Mr. Dorrs. On account of the cost of facilities that they would have 
to install to take care of our needs. 

Mr. Cuuporr. In other words, they would have to charge you a 
higher rate for the additional electricity ? 

Mr. Dosss. That’s right. 

In 1952, I believe, we took a 12.8-percent increase in power costs. 
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I would like to tell you here that 52 cents out of every dollar that 
the San Miguel Power Association took in in 1954 went for the cost 
of power. I think on a national basis, on a fair and equitable basis, I 
beheve that figure is between 33 and 35 percent. I don’t have copies 
enough of these to pass all around. 

Here is a copy of that memorandum that we received that particular 
time. 

Mr. Cuupor¥r. This is a memorandum sheet from the Western Colo- 
rado Power Co. ? 

Mr. Dosgs. Yes, sir. 

Mr. Cuuporr. Under date of March 10, 1954, and you said that this 
memorandum is substantially what you tried to make a summary of ¢ 

Mr. Doppgs. Yes, sir; that’s right. 

Mr. Cuuporr. Without objection, let this be admitted in the record. 

(The document referred to is as follows :) 


MEMORANDUM SHEET—THE WESTERN CoLoRADO PowER Co. 


Marcu 10, 1954. 

With further reference to our meetings and correspondence concerning further 
power supply to the REA’s in western Colorado: Delta Montrose Rural Power 
Lines Association, La Plata Electric Association, Inc., Empire Electric Associa- 
tion, Inc., San Miguel Power Association, Inc., the following outlines our ideas 
with respect to the type of agreement that would most nearly fit the needs of 
the REA’s as we see them. 

It is our understanding that the three associations other than the San Miguel 
Power Association, Inc., do not anticipate growths in their respective power 
and energy requirements at a rate substantially different from what has occurred 
in their past experience. We would anticipate that annual power demands 
would increase rather uniformly from year to year and that the load in the 10th 
year would be about twice what it was at the outset. Therefore, we believe that 
a standard type of contract would be in order, which would obligate the power 
company to supply a stated maximum demand during the term of the contract 
in an amount approximately twice what the actual demand would be in the first 
year of the contract and that power and energy would be supplied under our 
standard Schedule No. 10, Tariff No. 6, with which you are familiar. 

The San Miguel Power Association, Inc., apparently anticipates an increase 
in power and energy demands on its system substantially greater than the other 
three REA’s and it is our thought that the best way to meet such a situation 
would be somewhat along these lines: 

The power company would obligate itself to supply and the customer would 
obligate itself to take power and energy in accordance with a schedule prede- 
termined by the REA. Such a schedule of contract demands would have a some- 
what uniform increase from the first to the last year of the contract term. 

Obviously conditions might change following the establishment of a schedule. 
To meet such occurrences we would be willing to include in a contract provisions 
along these lines: 

From time to time during the term of the agreement customer may— 

(1) Increase its contract demand above the then effective schedule by 
notice in writing to company and subject to such intervals of time as com- 
pany may require to provide the necessary facilities and upon such addi- 
tional terms as to duration of contract or cancellation provisions as may be 
mutually agreed upon; or 

(2) Decrease its future anticipated contract demands below the then 
effective schedule by notice in writing to company, delivered not less than 6 
months before the effective date of the next-succeeding increase as set forth 
in the then effective schedule, provided company, prior to the receipt of such 
notice, shall not have made additions to its plants and facilities primarily 
to supply customers future anticipated contract demands as provided in the 
then effective schedule. Upon receipt of any such notice from customer, 
company within 60 days thereafter shall advise customer the terms and 
conditions, if any, upon which such decrease in future anticipated contract 
demands may become effective. 
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As to the schedule for service to the San Miguel Power Association, Inc., it is 
our thought that schedule No. 10, tariff No. 6, would be applicable with a modi- 
fication concerning minimum charges in order to give the company reasonable 
protection for the relatively heavy investment in production, transmission, and 
appurtenant facilities that it would have been put to to provide such service. 
The charge for such minimum payment would be about $2.50 per month per kilo- 
watt of contract demand. 

In the San Miguel form of agreement the company’s obligation to supply 
electric service would be limited to the amount specified in the then effective 
schedule. We believe that these two forms of possible agreements would best 
suit your general service requirements. 

Mr. Dopss. May I be privileged to show the Congressmen this map ? 

Mr. Cuuporr. Surely. 

Mr. Dosps. Here is the map that is made up when we start making 
a load study. REA states in our loan contracts that we will give area 
coverage, and what they mean by that is we will supply power to 
anybody in the area that we serve that wants it, and that is exactly 
what we are trying to do in San Miguel. , 

The blue lines represent part of the existing facilities. We ended 
our facilities in 1951 at this point here. We had single-phase lines 
going into these areas where you see the three heavy lines, and these 
red lines here were projected low. 

Much of that has become a reality already, and we are serving it. 
In 1954 we built from this point out into this area, went into Utah. 
This is the area that is being invaded, but that projection was made 
in 1952 and 1953. That is part of the procedure that we have to go 
through. 

Here was a nonelectrified area that we built a line into; we ener- 

ized that line last December. That is how we project our anticipated 
oad into the future. We never get through. 

It seems like a farmer has a family, his son grows up, he gets mar- 
ried, he builds a house, his son grows up and gets married. The 
keep cutting these blocks up and more houses are being built all the 
time. Of course, in our area the uranium industry is really very 
active. 

Mr. Cuuporr. Mr. Dobbs, those blank spaces on the map, are they 
without power or does some other facility serve them ? 

Mr. Doses. No. Those lines cover maybe several miles in width. 
In our area we have a lot of—this is agricultural area. However, this 
isnot my area. This is my area here. 

This is the San Miguel Power Association service area out into 
Utah. We have lines branching off these lines, you know, short taps 
to serve people in these areas. This is a mining area out in here. 
We don’t have a line out into this area yet. 

We have requests for it, but we haven’t been able to get there be- 
cause we don’t have the power to go with it. 

This is a map which includes the San Miguel Power Association 
and Empire Electric Association, which is to the south of us, in south- 
western Colorado. This is the line of the Western Colorado Power 
Co. coming down through the middle of the Continental Divide, fairly 
well on top of it. In fact, it crosses three different places. 

The line crosses the divide at the extreme west side. We get our 
service from a powerplant over here, which has a capacity of about 
3,400 kilowatts. There is another little plant down below which is 
tied into that one, which has the capacity of, I think, about 900. 





— 
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But I wanted to point out here, while we were going through all 
the negotiations of setting up a sincere partnership, here was the 
parent company who had told us to go over in here and serve these 
people, bringing the line down in here, taking this revenue away 
from us. We have based our feasibility study on part of the revenue 
that we could derive from this business in this area. 

Mr. Cuuporr. Was that the line that the Utah Power & Light Co. 
built, a result of a certificate of convenience granted by the Utah 
Utilities Commission ? 

Mr. Dosss. That’s right. 

Mr. Cuuporr. Did you have an opportunity to appear before the 
Utah Public Utilities Commission and protest, and tell them you had 
facilities already erected and available to serve that area? 

Mr. Dosss. We did not have an opportunity. We appeared before 
them and asked them for the privilege of protesting, and they literally 
threw us out, turning right around and granting the Utah Power 
& Light Co. a certificate of necessity to do this. 

The Utah Power & Light Co. wouldn’t have been interested in 
building this line if it were not for the publicity that was being put 
out at that time about this dam down at Lee’s Ferry, that it might 
become a reality. 

In addition, they had to rebuild their facilities from Price, Utah, 
into the area which they figured at a cost of, I think, $2 million. The 
Government granted them a quick tax writeoff of 80 percent in 5 
years. If they never sell a kilowatt down there, it is a profitable 
proposition for them. 

Mr. Cuuporr. Mr. Dobbs, are you through with your preliminary 
statement ? 

Mr. Dosgs. Just one more thing. 

I want to stress a little more the shortage of electricity in that par- 
ticular area. In order to take care of my consumers, take care of my 
requirements for power, I am in process now of installing two of 
these diesel marine type 1,000-kilowatt generators. I will have one 
of them ready to go on the line about the Ist of October, and by the 
last of October, why, I will, have another one ready to go on. 

I believe that is all. ; 

I do have a copy of the Colorado-Ute contract here, if anyone would 
be interested in going into this. This is the contract approved by 
the Administrator, between Colorado-Ute Electric and Western Col- 
orado Power Co. 

Mr. Cuuporr. What is the date of that? 

Mr. Dosps. May 25, 1955. 

Mr. Cuuporr. You just let us have it,.in case any member of the 
committee wants to ask some questions on it. I am not going to put 
it in the record; just have it available, Mr. Austin, in case anybody 
might want it. Pow 

Now, do you have any questions, Mr. Moss? 

Mr. Moss. Yes; I have some questions. 

Could I have the date, again, of the beginning, the approval of the 
loan for your first transmission line in San Miguel? 

Mr. Dosss. I believe it was approved in April 1951. I wouldn’t 
be positive about that, but I believe that is the date. 
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Mr. Moss. I am very much interested in the contract entered into 
with Western Colorado. You say that was approved on May 25, 
1955 ¢ 

Mr. Dosss. That’s right. 

Mr. Moss. And is that the same time that you were informed that 
your request for a loan had been tentatively approved ? 

Mr. Dosss. You mean Colorado-Ute loan ? 

Mr. Moss. Yes. 

Mr. Dosss. ‘That’s right. 

Let me check just a minute, please, sir. 

Mr. Moss. If you would. I would like it to be accurate. 

Mr. Dosps. Perhaps I had better leave that to our attorney, Mr. 
Moses. 

Mr. Austin. He says that’s correct. 

Mr. Moss. Now, the application for this loan was formally made in 
October 1954; is that correct ? 

Mr. Dosss. I believe that’s right. Just a minute. 

Mr. Moss. You may refer, for the purpose of my answers, to anyone 
you wish. 

Mr. Dopss. Could you clarify that? 

Mr. Moses. It was certified by the secretary, on the second page. 

Mr. Dorzs. November 23, 1953. 

Mr. Moss. Then you made your application in 1953 rather than 
1954? 

Mr. Dosrs. That is right. 

Mr. Moss. I believe it was testified earlier the recollection of Mr. 
Meaker is it was in 1954. 

Mr. Dorprs. That is right. 

Mr. Moss. Have you had discussions with REA, with the Adminis- 
‘ator or other officiais, prior to filing the application ? 

Mr. Dosss. Oh, yes. We had many discussions with REA personnel. 
Mr. Moss. Was there any advice from them as to the appropriate 
time for filing, or was it just as it met the criteria they laid down? 

Mr. Doprs. Just as it met the criteria that they laid down. No; I 
want to—yes, I will let that go. We filed this application and, of 
course, we had reams of redtape to go through in order to substantiate 
the need. 

Mr. Moss. And the feasibility. 

Mr. Doses. And the feasibility of it. The formal application was 
filed, as I remember—it is one small sheet, about like that. It is a 
form that is made up by REA. It merely stipulates who is making the 
application and the amount. 

Mr. Moss. Now, was the application filed prior to the time that Mr. 
Nelsen spoke here in Denver and in the informal meeting following his 
speech, informed you of his attitude to form a partnership arrange- 
ment, the need for some integration with a private system ? 

Mr. Doss. It was filed prior. This was filed in November, Novem- 
ber 23, 1953. I believe Mr. Nelsen was in Denver in January 1954. 

Mr. Moss. Now, you have entered into this contract with Western 
Colorado, and it has been approved by the Administrator ? 

Mr. Dosss. That is right. 

Mr. Moss. You feel that it is not the best deal that could have been 
gotten on behalf of the member co-ops of the Colorado Ute? 

Mr. Dosrs. That is right. 
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Mr. Moss. That by operating the generating plant yourself, I think 
you quoted a figure of approximately a mill a kilowatt-hour ? 

Mr. Doses. Approximately ; ; yes, sir. 

Mr. Moss. Could you give us an idea of how much that mill a kilo- 
watt would amount to over a period of a year? 

Mr. Doses. Well, in power costs alone to the San Miguel Power 
Association, I believe a mill a kilowatt on a million kilowatts is $1,000. 
Right now it would mean a saving io the San Miguel Power Associa- 
tion of $2,000 a month, probably a little more than that. 

Mr. Moss. It would be a substantial figure ? 

Mr. Dorrs. That’s right. 

Mr. Moss. What do you pay Western Colorado for operating your 
plant for you? 

Mr. Dopss. I would have to refer to that contract. How about 
referring to it, Mr. Moses? 

Mr. Cuvuporr. Mr. Moses, would you want to go down and sit next 
to your client, so you will be in a position to help him with any dates 
that I might want to ask you about? I think that would save a lot 
of time. 

Just before vou give any information, would you please identify 
yourself for the reporter so he can properly report what you say ‘ 

Mr. Moses. My name is Ray Moses. I am an attorney at law, and 
I live in Alamosa, Colo. I am attorney for Colorado-Ute Electric 
Association. 

The energy charge under the contract is 3.63 mills per kilowatt- 
hour for the first 5 years, for the first 100-mill kilowatt-hour. 

Now, the fuel cost is about 2 mills, so that the balance between the 
2 mills and the 3.63 mills pays for their labor and the maintenance. 

There is an escalator clause on labor, so if there is any increase in 
labor costs over the existing cost of labor, the company will be 
compensated for that. 

There is also a fuel clause which protects the company against an 
increase in the cost of fuel. The figures, I believe, of the company 
itself are that they will make about $90,000 a year before taxes for 
operating the plant for the G. and T. 

Mr. Moss. Now, that is their operation of the plant in your behalf. 
What happens to the excess capacity of the plant / 

Mr. Moses. The excess capacity of the plant is available to the 
power company without charge. They pay the incremental fuel cost, 
which is the only additional expense, and they have free use of our 
transmission lines. We will build about 115 miles of kilovolt trans- 
mission line. 

Mr. Cuuporr. What do they do with that excess power ? 

Mr. Moses. They will feed it into their own plant. They have 
been very frank in saying, and of course there are operating figures to 
show, that that will be much cheaper power to them than any they 

can presently generate, so they will supplant their oldest units with 
this power, and so on down the line, and take as much of their equip- 
ment off the line as possible. 

Mr. Moss. Have you an estimate of the value of that excess or sur- 
plus capacity to them ? 

Mr. Cuuporr. You can’t get it cheaper than nothing, that’s for 


sure. 
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Mr. Moss. No, but in marketing the power, they would probably be 
marketing it under their regular rate structure. Your excess capac- 
ity then goes to them for the incremental fuel cost with no other 
cost. factors entering into the picture. 

Mr. Moses. No, because they already have the labor force on hand 
and are being paid, the labor is being paid on the power that they 
generate under the contract for us. There will be, of course, more coal 
burned which they will pay for, a rough estimate of about 2 mills. 

Mr. Moss. If there is a need on your part for additional power, 
what do you pay them for that? 

Mr. Moses. There is a stepdown bracket after we get over 100 mil- 
lion kilowatts as long as we are still on the 2-unit plan, and we get 
that for 214 mills, which is the fuel cost plus a little overhead. In 
other words, we get it practically at cost over a hundred million 
kilowatts. 

Mr. Moss. But you are required to pay fuel costs plus overhead, 
and they are only required to pay incremental fuel costs? 

Mr. Moses. Of course if there is overhead they have to absorb it, 
but it would be very little additional overhead, a few more wiping 
rags, perhaps. 

Mr. Moss. You folks aren’t just opposed to entering into an agree- 
ment with Western Colorado because you don’t like them, or is it 
because you feel it would be a better deal for your customers if you 
operated the plant yourself ? 

Mr. Moses. Because of the friction that has existed in the past, I 
think perhaps at the beginning there might have been some personal 
element in it. 


I think as they saw the figures boiled down, that that pretty well 
evaporated, and our negotiations were carried on in a very friendly 
re But it is a dollar and cents proposition that I think 


they object to. They feel there isn’t anything that the power company 
can do for them that they can’t do just as cheaply themselves. 

Mr. Moss. You feel you could hire the same manpower to do the 
same job as your employees rather than as employees of the 
Western 

Mr. Moses. That has been their experienec on distribution. They 
don’t see any reason why it wouldn’t work on generation. 

Mr. Moss. Mr. Dobbs, you mentioned a tax writeoff granted to 
Western Colorado, or was it the Utah Light & Power ? 

Mr. Dosss. Utah Power & Light Co. 

Mr. Moss. They are the ones that are moving into the Utah 
customers ? 

Mr. Dorrs. That’s right. 

Mr. Moss. After telling you they had no desire to serve them, and 
suggesting that you go ahead and extend your lines to meet their 
needs? 

Mr. Doses. That’s right. 

Mr. Moss. What does that do to the feasibility of those lines that 
you have constructed, those additional lines? 

Mr. Dosrs. Well, it certainly is going to reduce the revenue that 
we would derive from those lines. 

However, we don’t know exactly the extent of the growth that has 
taken place in the area. In all probability we could pick up the 
slack some place else which will carry us over. 
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Our record of principal payments is current. We are not in jeop- 
ardy at the present. But the feasibility of our loan was made on 
the basis of that load in that area, and we built in there to serve it. 

Mr. Moss. Were you ever informed by Utah Light & Power of 
their intention to seek a certificate of convience and necessity / 

Mr. Dosss. Not until we read it in the newspapers. 

Mr. Moss. It appears to be somewhat a violation of a gentlemen's 
agreement at least if they told you to go in there and then chi anged 
their minds, without informing you. 

Mr. Dosps. I believe that’s right. 

Mr. Moss. I think that that is all the questions that I have at the 
moment, Mr. Chairman. 

Mr. CnuuporFr. I just want to ask one question, and I think probably 
Mr. Moses could answer this. This excess power that the power 
company gets as a result of operating your plant, actually they don’t 
contribute anything to help you pay off your loan to the REA as a 
result of the use of this excess power. As I understood it, all they 
pay are the fuel costs. 

Mr. Moses. I think they consider this excess power is part of their 
fee for operating the plant, and that is part of quid pro quo for enter- 
ing into the contract. 

Mr. Cuuporr. But as you said before, you didn’t need them to 
operate the plant. You could operate yourself probably as well or 
better ? 

Mr. Moses. That is what our board feels; yes. 

Mr. Cuvuporr. Mr. Mollohan. 

Mr. Motitonan. Mr. Moses, who first suggested that it would be 
necessary in the proper operation of this partnership that the power 
company would operate the plant for you’ As I understand it, the 
REA is going to loan to the Colorado- Ute G. & T. Association, they 
are going to be the ones who are financi: ally responsible to REA for 
the rep: ayment of the loan. 

Mr. Moses. That’s correct. 

Mr. Motronan. That is your part of the partnership. Ordinarily 
in a partnership everyone contributes something even in the way of 
know-how or financial responsibility or something of that sort. 

Apparently the only part that the Western ( ‘olorado Power Co. 
is going to contribute here is that they are going to have a very 
desirable situation in that they will have no investment in the power- 
producing facility, but will realize approximately a $90,000 per year 
net return for operating the plant, and then also have a distinct ad- 

vantage in excess power requirements. 

Mr. Moses. As to who first suggested it, I can’t say. It was pointed 
out I think rather repeatedly that the ones that were by themselves 
didn’t seem to be doing so well, and the ones that were in partnership 
seemed to be doing better, and I know that I personally got the im- 
pression from the banker that they favored the partnership approach. 

There is no question in my own mind as to what that feeling was. 
It was never directly said to me “You have got to do this or else” but 
there was no question in my own mind. 

I don’t know how the board members felt. But we do get one other 
thing that hasn’t been mentioned and is part of the consideration, 
and I think in fairness should be mentioned. We get the use of the 
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power company’s existing generating capacity as a standby for our 
plant. 

We presently contemplate under this loan a construction of two 
12,650- Sides ratt units. If we didn’t have a connection with the power 
company, we would have to install 3, so that in case 1 of them went out, 
we would still be able to supply our members. 

Mr. Cuuporr. Can I interrupt at that point? You pay them 
for that excess power ? 

Mr. Moses. That is true, we pay for it at the rate of $18.50 a 
kilowatt. 

Mr. Cuuporr. Is that a high rate or a low rate in these parts / 

Mr. Mossrs. I can’t answer that too accurately. It was the impres- 
sion that I got that they said theirs cost them about $25 installed, and 
REA maintained that ours cost about $12 installed, and this about 
splits the difference. 

Mr. Cuuporr. But it is more than the average / 

Mr. Moses. I don’t know what the average is. 

Mr. Cuuporr. All right, Mr. Mollohan, Tam sorry. 

Mr. Moses. We get that additional protection. We felt, the board 

I think felt, that by an interconnection agreement where they paid 
say sort of an insurance premium to the power company in order to 
have that standby power available, and that they might have been able 
to go ahead and operate their own plant and do it cheaper, but the 
power company wasn’t interested in that proposal because at the 
present time we are taking about a third of the generation of the gen- 
eration of the power company, and they say when we go off the ‘line 
they will have ample standby, and they don’t need any corresponding 
standby from us. So they weren’t interested in just selling us standby 
without anything else. "They insisted on these other provisions. 

Mr. Mortonan. Is this the same type partnership that is in exis- 
tence with other co-ops and public utilities ? 

Mr. Moses. They all have differences. They are all more or less 
shaped to fit a particular situation, but I don’t know of any partner- 
ship operation where the co-op operates on its own facilities. The 
only ones I know of, the utility operates the facilities. 

Mr. Motironan. In the ones that you do know of, Mr. Moses, does 
the REA put up the money for the building of the facility ? 

Mr. Mossgs. Yes, sir. 

Mr. Motronan. And the private power company has no investment 
so far as the dollars and cents are concerned ? 

Mr. Moses. No. I know of one where they contract to pay rent on 
2 plant which is equal to the principal and interest payments, but they 
don’t obligate themselves, they don’t underwrite it, let me put it that 
way, except perhaps through a lease agreement or a contract. 

Mr. Motronan. To get back to my original question, your answer 
wasn’t quite clear tome. You don’t know who actually suggested that 
it would be a proper partnership or be an acceptable partnership if the 
power company had the operating end ? 

Mr. Moses. No, sir; Ido not know. I know that we met no objection 
fronr REA on the power-company operation. 

Mr. Motitonan. Mr. Dobbs, do you know anything about that? 
Do you know whether or not that suggestion came from REA or 
whether it came from 
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Mr. Dosgs. No: it was suggested by REA that we explore that 
possibility. No definite pattern was drawn for us to go by. We had 
to use our own initiative to try to come up with the best deal that we 
could get 

Mr. MorioHan. Do you accept in your own mind that the only way 
vou could get this loan was to have an agreement which provide d that 
the utility ‘would have the actual operation of the plant ! 

Mr. Dosps. Well, I will s: ay this in my own mind that was the only 

greement we could reach with the power company. 

te MotioHan. In other words, when you sat down to negotiate 
with them, their position was that this was the only acceptable ar- 
rangement to them ¢ 

Mr. Dosss. That’s right. 

Mr. Moiionan. That is all. 

Mr. Cuvuporr. Mr. Knox. 

Mr. Knox. Mr. Moses, how long have you been employed with the 
Colorado-Ute ? 

Mr. Mosss. Since October of 1953. 

Mr. Knox. Then you were through the complete negotiations of 
the contract; were you? 

Mr. Moser. With the power company ; yes, sir. 

Mr. Knox. I am going to read from the contract and then ask : 
question after wards. 

Mr. Moses. Would you mind telling me where you are reading so 
I can follow ? 

Mr. Knox. Yes; section 2 on page 14: 

Entire plant capacity available for cooperative on and after the date of con- 
nection the company shall furnish to the cooperative from the generating plant 
all of the electric power and energy requested by the cooperative up to an amount 
equal to the net capability of the generating plant and shall deliver such electric 
power and energy to the transmission facility. The remaining electric power 
and energy generated by the generating plant shall belong to the company to 
be used and distributed by it as it may determine provided, however, that the 
company shall pay the cooperative for all such generated energy in excess of 
50 million kilowatt-hours in any calendar year at a rate to be agreed upon. 

Now the reason why I read that section into the record was I believe 
you have made the statement—maybe it was Mr. Dobbs made the 
statement—that the company did not pay anything back into the co- 
operative for the excess energy that was ‘developed by the plant. 

Mr. Moses. Would you like me to explain that ? 

Mr. Knox. Yes; I would like to have your comment on that 
question. 

Mr. Moses. I think from a practical matter, my statement still 
stands. With the existing load that will be on the line the moment 
the plant gets on the line, there won’t be 50 million kilowatt-hours 
available for the power company. I think everybody realizes that, it 
will be right at it. 

We wanted to get paid for every kilowatt that they got. We felt 
that we should. ‘But in the process of the negoti: itions, we lost that 
point, and I think perhaps in order to save our face a little bit, they 
put in this 50 million kilowatt provision which is relatively meaning- 
less because of the estimated loads that will be available at the time 
the plant goes into operation will be so close to the capacity of the 
two units that there won’t be in excess of 50 million available, or at 
least not for very long. 
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Might I correct Mr. Dobbs’ mathematics just on one point. Some- 
body ‘asked about the : anticipated load growth of San Miguel through 
1963, and I think he said 30 percent. It should be 300 percent. 

Mr. Cuvuporr. That is quite a difference. 

Mr. Moses. The figures are 1714 million in 1954, and 72 million in 
1962. My mathematics is as bad as his. It is nearer 500 percent. 

Mr. Cuuporr. I think we are surer now, because you compared 
the figures. 

Mr. Knox. In the contract there is one other question that I have 
come to, and that is in section 5 on page 15, special maintenance of 
of generating plant. 

It is intended that ordinary maintenance labor for the generating plants 
shall be provided by the company without extra charge to the cooperative on 
the basis that the rate agreed upon is sufficient to compensate the company for 
its cost and expenses with respect thereto. Special maintenance of the gen- 
erating plant, however, is not included in the kilowatt charge except for the 
trust fund available for special maintenance of the generating plant. 

Now the question is, Does any part of the stated $90,000 that the 
Western Colorado Electric Co. receives for the operation go into 
the trust fund ? 

Mr. Moses. ‘That figure, $90,000, as I said, was before taxes. That 
is my personal recollection of what the president of the company said, 
and I think that was after payments into the trust fund. 

Mr. Knox. After the payments into the trust fund ? 

Mr. Mosrs. Yes. 

Mr. Knox. Your opinion is that no part of the amount of $90,000 
as stated would become a part of the trust fund. The amount per 
kilowatt as stated in the contract of 3.63 mills; how is that rate 
agreed upon ? 

Mr. Moses. That was a horse-trading rate. They wanted more, 
we wanted less, and that is the figure we finally came to. 

Mr. Knox. You pointed out the low costs, they pointed out the 
high costs. You leveled it off. Were the board of directors, after 
consulting with you, agreeable that that was about a fair figure for 
the cost of power ? 

Mr. Mosss. I think they felt it was the best they could do under 
the circumstances. 

Mr. Knox. Do you recall the figure that Colorado-Ute used as a 
cost figure to them at the plant ? 

Mr. Moses. You mean what we wanted to pay ? 

Mr. Knox. Yes. 

Mr. Moses. I don’t know that I can recall the figures, but I can 
tell you approximately how they were arrived at. 

The fuel cost was just arbitrarily put at about 2 mills, because that 
is the way the whole thing is Seite. Then there is this twenty-five 
one-hundredths of a mill, “which is just put in for a little flexibility. 

Then we sat down and we agreed, the power company and the co- 
operative, as to what ordinary maintenance should be, what labor 
should be. You see, the contract specifies how many men of a certain 

category shall be employed, so it wasn’t at all difficult to come to that 
Fn We set aside a certain amount for insurance. 

“There are certain portions of insurance the company pays and 
certain portions of insurance the cooperative pays. Those figures we 
pretty well agreed on were the fundamentals of the cost. 
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I don’t know whether I have one of my worksheets here or not, 
but they said, “We can’t get by with a certain amount for ordinary 
maintenance,” we thought ‘that the ‘y could, so we compromised on that 
figure. We finally reached a figure that we used throughout. 

As I remember our figure was that 3 mills would bring them out 
all right, and that getting this extra power ought to be sufficient com- 
pensation for them. 

They were in a spot, too. They came to us and said, “In order to 
serve the loads you say you are going to have”—they didn’t believe 
then, I don’t think they believe—well, they must believe now, because 
they are building in there themselves, but they apparently didn’t be- 
lieve then we were going to reach the loads we thought we were going 
to reach. 

As a matter of fact, the load estimates that the loan was finally 
based on are about half what the original load estimates made by REA 
people themselves were. But for some reason those were reduced. 

I think one reason was a reluctance on the part of REA to rely on 
the mining industry as a steady load. They didn’t feel, I am con- 
vinced of this, that we were going to reach anything like the volume 
that we believe we will reac ‘h. and that the loan was predicated on, 
and so they wanted to be protected in case the volume produced came 
closer to their estimates than ours, because it is a volume proposition, 
and the fewer kilowatts they generate, the less prefit they will 
make. 

And so we started, I would say, about 3 mills for us and a little over 
4 mills for them, and we wound up with this 3.63 figure, and I think 
our board is still convinced that they can generate for themselves for 
about 3 mills. That is the generation cost. That doesn’t count plant 
retirement and that sort of thing which the co-op has to pay anyway. 

Mr. Knox. Is it not true that Western Colorado is responsible for 
the full maintenance and operation of the plant and the return of the 
plant to the cooperative in the same condition as when they accepted 
it, with the exception of the normal— 

Mr. Moses. Certainly we expect them to take care of the plant and 
they have agreed to do it. 

Mr. Knox. That is a part of your contract. 

Mr. Mosrs. Yes. They agreed to do that. 

Mr. Kwox. f I recall you made a trip. Was it into Idaho? 

Mr. Mosss. I didn’t. Mr. Dobbs went to Iowa. 

Mr. Knox. Mr. Dobbs—or possibly you can answer this. I will 
ask Mr. Moses the question. You have had an opportunity to review 
the contract that Iowa has with the power company, that is that the 
lowa REA has with the pte company in Iowa? 

Mr. Mosrs. Yes, sir; I don’t think they can be compared. There 
there is little or no transmission involved. The central Lowa co-op in 
that case was pretty well mixed right in with the power company in 
its service area. 

Here we have a very distinct geographical difference which involves 
bringing the power to our own load centers which is something we 
haven't had in the past, and which has resulted in poor service. 

Mr. Knox. I understand you to say that then the Iowa company 
was involved in transmission lines and generating plant combined 

Mr. Mosrs. I don’t think. as I recall, the lowa contract—it has been 
sometime since I have read it—that it contemplated any substantial 
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transmission construction, because the systems were already right in 
there in a little ball, and the Iowa was to furnish additional capacity. 

This one, of cow vse, has transmission which the co-op carries on 
its own and pays for on its own in any event. I wouldn’t say the 
Colorado-Ute contract is comparable to the Iowan, because as you 
get into it you work out a separate solution for each problem. 

Mr. Knox. In other words this plant here is not unique with the 
operation in Iowa. 

a . Mosss. It is not comparable. I wouldn’t say it was analogous 
at all. 

Mr. Knox. Prior to the signing of the contract which was signed 
by Mr. Meaker for the co-op and Mr. Nickelson for the Colorado 
Western Electric, did you feel that with the terms of the contract 
that the cooperatives were well protected as far as their investment 
was concerned and their obligations to the Federal Government for 
the loan which they had acquired ? 

Mr. Mosrs. The contract, of course, doesn’t do anything to protect 
the Government in its investment exe ept to the extent that the co- op, 
by looking at the contract, can say, “We can get the power and 
distribute it to our members and come out with enough margin to pay 
our loan.” 

There is no obligation on the part of the power company to under- 
write the debt to the Government, but as far as their being protected, 
again I say I think it is the best we could do under the circumstances, 
and as an attorney when I felt they understood the ramifications of 
it and they were willing to go along with it, I felt I could tell them 
from the legal point of view that it was satisfactory. 

Mr. Knox. How are the rates in comparison with other co-ops that 
would be charged under this new agreement after the plant is 
constructed ? 

Mr. Moses. You mean what is the difference between the existing 
rate and what they will get the power for? 

Mr. Knox. Right. 

Mr. Mosrs. There ‘von’t be a great deal of difference. There will 
be some reduction. Maybe Mr. Dobbs can answer that a little better 
than I can. 

Zach co-op at the present time is paying a little different rate. 
Of course you understand the complexities of rate structures that 
involve demand and energy both so that the same number of kilo- 
watts to one cooperative will cost more than the same number of 
kilowatts to another. George may be able to answer that better, 
but I think it will run about a mill or 2 mills. 

Mr. Dosps. I don’t believe it would exceed a mill and a half a 
kilowatt. At the present time we are paying approximately 12 mills 
for power per kilowatt-hour. 

Mr. Kxox. And this will reduce it then by about a mill and a half? 

Mr. Dosps. Yes, sir. 

Mr. Moses. But Mr. Knox, you must keep in mind that price wasn’t 
the sole thing that drove us to applying for a loan. I think the more 
important thing was lack of adequate power supply. 

Mr. Knox. I fully realize that your objective in securing the loan, 
was to see that there was adequate power for the area, and I believe 
under the contract you have with the power company that you can 
call upon them for the full output of the plant? 
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Mr. Moses. That is correct. We couldn’t, of course, enter into a 
contract where we committed a certain portion of the output of the 
plant to the power company because then we would find ourselves 
right back in the same position we are in now. We had to say it is 
ours first and then if there is any left over, it’s yours. 

Mr. Kwox. Isn’t it true that the REA as a preference customer 
could demand it because it was a Federal grant or Federal loan for 
the construction ? 

Mr. Moses. No, sir; it is not my understanding, sir, that we have any 
preference rights as far as purch: use of power from the private utili- 
ties is concerned, unless there is Federal hydroelectric power in- 
volved, and there isn’t any here. 

Mr. Kwox. I understand that you don’t have private companies, but 
you do from any hydro plants or 

Mr. Moses. There are no company-financed hydro plants in the area. 

Mr. Knox. Or any other REA’s that possibly have power for sale? 

Mr. Mosss. No, sir; there is an isolated area, extremely isolated. 
The power company line which runs north and south to the east of 
the territory served by the cooperatives—this isa good map. There is 
no generation west of this for hundreds of miles literally until you 
get clear over into the center of Utah. 

There is private power generated up here near Grand Junction, by 
Public Service Company Colorado, and that is all used in the Grand 
Junction area. 

The city of Delta has a municipal plant. Then this is all Western 
Colorado Power Co. territory. La Plata Electric which is a member 
co-op of Colorado-Ute, comes off to the east down here, and at the 
present time get their power at Durango, but there isn’t any other 
source of power in the area. And unless and until we get upper Colo- 
rado River storage project, I don’t think there will be any Federal- 
financed power in the area 

Mr. Knox. Could you point out where the steam plant is to be built, 
designating it on the map? 

Mr. Moses. At the present time the plan is to build the steam plant 
at Cortez, which is right here. 

Mr. Knox. That is about central for the load ? 

Mr. Moses. No, it was based on price of coal. There is coal avail- 
able at Delta, at Nucla, at Cortez, and at Durango, and the engineers 
said the coal was all satisfactory, the water was all satisfactory in 
every 1 of the 4 places, so they wot bids on the coal and that was, as I 
understand it, the lowest, and that is the present plan. 

Right now we are busy getting the coal bidder to submit a bond for 
performance. That is where we are. 

Mr. Knox. Thank you, Mr. Moses. Mr. Chairman, I submit in 
evidence the contract between the Colorado-Ute Electric Association 
and the Western Colorado Power Co. as evidence to become a part 
of the record. 

Mr. CuuporF. Let this contract be admitted together with the news- 
paper articles and the memorandum. 

Mr. Jonas. Mr. Chairman I don’t believe those newspaper ethan 
ought to become a part of the record. They are editorials from news- 
papers, and they are stories written by reporters who are not identi- 
fied, and express views that we haven’ t had an opportunity to contest 
or inquire into. 
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Mr. Cuvuporr. Mr. Jonas, I want to say this to you, I haven’t asked 
all the questions. I was going to give the other committee members 
a chance to ask their questions first, but if you will look at these news- 
paper articles, you will notice that they are datelined October 14. 

Mr. Jonas, I have looked at them. 

Mr. Cuvuporr. And this date of October 14 shows a course of conduct 
or a pattern of operation by the REA of announcing plans, contracts 
and a meeting of the minds on things that don’t actually exist. 

This contract was entered into in May of 1955, and on October 14, 
1954, an announcement of the contract was already made in Washing- 
ton by the REA. If you will recall, the people in Atlanta told us 
after we read in the Atlanta papers that a contract had been entered 
into between the co-ops in the South, that they didn’t know anything 
about it, that it hadn’t even been submitted to them, and when we re- 
quested the Secretary of the Interior to send us a copy, or at least a 
memorandum of what was going into the contract that he had put in 
the Atlanta newspapers and the southern newspapers, he wired me 
and told me that the plans hadn’t been completed, and that there was 
no contract ready, and when it was ready, they would submit it to 
the co-ops in the South. 

So I want to have this admitted to show a course of conduct on the 
part of the REA. For that reason I am going to let it go into the 
record. 

Mr. Horrman. Wait a minute, you have to make a motion to put 
that in. 

Mr. Moss. Mr. Chairman, I move—— 

Mr. Horrman. I ask for a rollcall. 

Mr. Cuuporr. There is no motion of any kind. 

Mr. Kwox. Yes, I have stated the motion. 

Mr. Cuuporr. Without objection, I will admit the contract. 

Mr. Moss. Mr. Chairman, I will move the additional material re- 
quested by the chairman be put in the record. 

Mr. Horrman. And I ask for a rolleall. 

Mr. Motionan. I second the motion, Mr. Chairman. 

Mr. Cnuuporr. All those in favor answer by saying “Aye.” Those 
against answer by saying “No.” 

Mr. Moss. 

Mr. Moss. Aye. 

Mr. Cuvcporr. Mr. Mollohan. 

Mr. Motionan, Aye. 

Mr. Cuuporr. Mr. Fascell. Aye, by proxy. 

Mr. Horrman. Wait a moment, he isn't here. 

Mr. Cuuporr, I have his proxy. 

Mr. Horrman. Oh no that doesn’t work. 

Mr. Cruporr. Well now you object to it that’s all. 

Mr. Horrman. All right then I have a proxy. 

Mr. Cruporr. All right, we will go ahead with that. 

Mr. Horrman. You can’t do that kind of business. 

Mr. Cruvuporr. Let me finish my vote. Then you can object. to it, 
Mr. Hoffman. Let me vote these by proxy. Then you object to them. 

Mr. Horrman. You can’t vote a proxy on a question that the fellow 
who gave the proxy never knew about. That is fundamental. 

Mr. Cuvporr. I want to read this proxy : 
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HovuSE COMMITTEE ON GOVERNMENT OPERATIONS 
PROXY 


I herewith designated Earl Chudoff, Member of Congress, to cast my vote on 
any and all issues which may come before the House Committee on Government 
Operations or any subcommittee thereof. 

Rosert E. Jones, Jr. 

SEPTEMBER 7, 1955. 


HovusE COMMITTEE ON GOVERNMENT OPERATIONS 
PROXY 


I herewith designate Earl Chudoff to cast my vote on any and all issues which 
may come before the House Committee on Government Operations or any sub- 
committee thereof. 

Dante B. FASCELL. 

SEPTEMBER 7, 1955. 

Now you can make any objection. 

Mr. Horrman. My objection is under the rules of the committee, 
no such proxy can be given. 

Mr. Cuuporr. Would you cite the exact rules, Mr. Hoffman ? 

Mr. Horrman. The general rules of the committee. I haven’t them 
here, but you know them very well. You can’t give a proxy on some- 
thing you didn’t know about. 

Mr. Cuvporr. Mr. Hoffman, I recall distinctly you once adjourned 
a committee on proxies. 

Mr. Horrman. That is where I had a proxy to do it. 

Mr. Cuuporr. Did _ have a specific proxy ? 

Mr. Horrman. Sure I did. 

Mr. Cuuporr. Well, | am going to overrule your objection. 

Mr. Horrman. Of course if you want to put in propaganda here by 
Mr. Austin, whom you now have on your staff, and others, you have 
the—what it is you call it—the physic ‘al power or the control over the 
stenographer to do it, but it is not in accord with any procedure that 
the committee ever followed for the last, let me say—lI have been on 
since possibly 1935. I realize you make your own rules. 

Mr. Moss. Mr. Chairman, I would like to comment that the propa- 
ganda referred to by the gentleman in the nature of newspaper clip- 
pings is from papers which in both instances, the Rock Mountain 
News and the Denver Post, to my knowledge I believe supported this 
administration. 

Mr. Jonas. I don’t think that has anything to do with it. 

Mr. Moss. I think it is information rather than propaganda. 

Mr. Jonas. If it came from the Republican National Committee I 
would oppose it. I don’t think it ought to go into this record because 
it is admittedly propaganda. 

Mr. Moss. I wouldn’t recognize it as such. 

Mr. Jonas. My other objection, Mr. Chairman, you didn’t permit 
me to finish and I don’t mean to quarrel with you because you inter 
rupted, I don’t think it ought to be admitted for the reason it contains 
grave charges questioning the good faith of officials of the administra- 
tion similar to testimony this committee has been taking at Springfield 
and Atlanta and now in Denver, without giving those officials an 
opportunity at the same hearing to be heard. 








662 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Now, I don’t think we ought to conduct a one-sided investigation. 
Your answer is that we are going to hear them in Washington. 

Mr. Horrman. Maybe. 

Mr. Cuuporr. On September 26 and 27. 

Mr. Jonas. My answer to that is obviously that is not fair because 
they ought to be given the opportunity to answer the charges in the 
forum where the charges are made against them. 

Mr. Cuuporr. My answer too is that they will be in a much better 
position to answer the charges because they will have a chance to study 
the record and come properly armed with written records to show that 
they are right, if they are right. 

Mr. Jonas. You and I have argued about this before. 

Mr. Cuuporr. I know we have. 

Mr. Jonas. It is time today to renew the argument in Denver 
because we need to get it in the record at every point, but I still contend 
that if we were objective e about this investigation, and that is what we 
are supposed to be, we wouldn’t have these divisions along party lines 
if we had both sides here with an equal opportunity to be heard. 

I don’t think it is fair to the Administrator of Rural Electrification, 
Mr. Nelsen—he has been criticized pretty severely here this morning 
by Mr. Meaker, and the interdepartmental officials were criticized at 
other hearings, and we haven’t given them an opportunity to come up 
and answer. 

Mr. Cuuporr. We are going to give them an opportunity on the 
26th and 27th of September. I am going to make a special trip to 
Washington, spend 2 days there and maybe 3 days if necessary to 
hear them. 

Mr. Jonas. I have voiced my objection, and I certainly don’t think 
you ought to put those newspaper editorials in the record, because it is 
not testimony. 

How would you admit articles of that sort? We haven’t been given 
an opportunity to examine the people who wrote them. ‘They contain 
grave charges against the administration and we haven’t had an op- 
portunity to even question the authors. 

Mr. Cuuporr. I think I gave the reason before, but since you asked 
for it, I guess I will have to repeat it. Iam particularly interested in 
an article by James Daniel, Rocky Mountain News Washington Cor- 
respondent, copyright 1954, by the Denver Publishing Co. 

WASHINGTON, October 14.—Ancher Nelsen, Rural Electrification Administrator, 
Thursday disclosed plans for a major $40 million extension in REA facilities— 
and so forth. This is dated October 14, 1954. 

On May 25, 1955, the final contract was consummated. This shows 
a course of conduct on the part of REA to issue newspaper statements 
to columnists and newspaper writers over a period of time. It was 
evident in Atlanta on the very day that we came in or the day before 
we came into Atlanta one step ahead of us the REA announced a con- 
tract between the co-ops and when we put the co-ops on the stand, 
they said they hadn’t heard a thing about it. They said if it was in 
existence, they didn’t know about it. 

I therefore immediately sent a wire to Mr. McKay, the Secretary 
of the Interior, and said that I had read in the southern newspapers 
and in the New York Times about this so-called contract between 
the REA and the co-ops down there for preference power, and I got 
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an answer saying that there was no contract available as yet, no plans 
had been made, and when they were made, he would submit them to me. 

Mr. Jonas. You are basing all that, Mr. Chairman—I don’t want 
this to sound critical of my friends that write for the newspapers, but 
you didn’t see the news release issued by the Interior Department. 
You just read a statement that somebody wrote an article in the paper. 

Mr. Cuvporr. No, this was a news release issued by the Department. 

Mr. Jonas. Did you see it? 

Mr. Cuvuporr. I saw the newspaper clipping. 

Mr. Jonas. All you saw is what some reporter wrote about it. 

Mr. Cuvporr. I] also had a copy of the release, and Mr. Bennett gave 
me a copy of the release in Springfield about this Skiatook situation. 

Mr. Jonas. That was one that was issued after this testimony came 
out about Skiatook which was an effort to explain why the 50,000 
kilowatts of power went to the Oklahoma companies. 

But you didn’t have the release that was referred to in Atlanta and 
all you had was a newspaper that had an article about it. 

Mr. Cuuporr. I beg your pardon, Mr. Jonas, maybe you don’t 
remember, but I had the release and it was dated October 29. 

Mr. Jonas. You mean in Atlanta? You couldn’t have had it. 

Mr. Cuvporr. It was dated August 29. 

Mr. Jonas. Where did you get it please, sir? 

Mr. Cuuporr. Mr. Bennett, I think, gave it to me. 

Mr. Horrman. Let the record show he is consulting two members 
of the staff. 

Mr. Cuuporr. Mr. Perlman tells me that official release was sent to 
our subcommittee by the Department of the Interior. 

Mr. Jonas. Where is that release? I would like to see it. It has 
never been shown to me. 

Mr. Pertman. I would be glad to get you a copy. 

Mr. Jonas. I will be glad to have it. And while we are on that 
subject, I would respectfully request that all such material that comes 
to the committee be made available to the minority members. 

Mr. Cuuporr. All of our files are completely available to any mem- 
ber of the minority. 

Mr. Jonas. If I go up and ask for it, I suppose I can get anything, 
but it ought to be made available without my having to ask for it. 

Mr. Cuuporr. It is almost humanly impossible to compile every- 
think that comes in and send you a copy of it. 

Mr. Horrman. Haven’t you recently received instructions from Mr. 
Dawson, chairman of the full committee, to give us all of that infor- 
mation that comes in? 

Mr. Cuuporr. He told us to give you anything that you requested, 
and we will be very happy to. 

Mr. Horrman. Mrs. Davis, the chief of staff of the committee, told 
me no longer than yesterday that we were entitled to it, that Mr. 
Dawson had given orders that we have it, day before yesterday, and 
we haven’t had a scratch of it. 

Mr. Cuuporr. Nobody is denying you anything. 

Mr. Horrman. But you are not giving it to us. 

Mr. Cuuporr. I don’t think any member of the subcommittee can 
say they ever requested anything ‘from the committee staff or myself 
that we didn’t give you. 
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Mr. Horrman. How can we request it when we don’t know what 
you have? 

Mr. Cuuporr. You want us to tell you everything we have? 

Mr. Horrman. Certainly. Under the rules of the committee it is 
vour duty and under the instructions of Mr. Dawson, who told you 
so within the week. 

Mr. Cuuporr. I think we had that out once before as to the right 
of the chairman of a committee, and I think Mr. Dawson gave forth 
exactly what rights the committee had. 

I think you raised the question we had no right to make any kind 
of an investigation unless the minority approved it, and I think it 
was ruled that we had the right to make any kind of an investigation 
the majority felt so disposed to make. 

Mr. Horrman. And furthermore didn’t he tell you 

Mr. Cuvporr. And to take one step further, when you were chair- 
man of the full committee in the last Congress, you did a lot of things 
that we didn’t know about, in fact, everything you did we didn’t 
know about. 

As a matter of fact, some of the majority members of the com- 
mittee didn’t know what you did half the time, and your arguments 
with Mr. Bender 

Mr. Horrman. That doesn’t make it right, does it, just because I 
did it? And something else. Unless I am mistaken. and if I am, 
I would like to have you tell me, didn’t Mr. Dawson instruct every 
subcommittee chairman, so far as you know, to quit releasing tran- 
scripts to Drew Pearson and others ? 

Mr. Cuuporr. Well, I want to say this to you. As far as Drew 
Pearson is concerned, I have never given him anything. 

Mr. Horrman. Didn’t you get instructions to quit that practice? 

Mr. Cuuporr. He never gave me any instructions not to give stuff 
to Drew Pearson. 

Mr. Horrman. Peddling stuff to the newspaperboys that we never 
heard. 

Mr. Cuuporr. I don’t think any member of this committee has been 
criticized in Drew Pearson’s column. 

Mr. Horrman. There was the other day. 

Mr. Cuuporr. You mean that article about you being in favor of 
the co-ops and so forth just before election; is that the one you are 
talking about ? 

Mr. Horrman. Yes. I know you fellows are holding these hear- 
ings for election purposes. No, I will not say that, that is wrong— 
that the effect of your hearings is to get you votes before election. 
Your purpose is all good. 

Mr. Cuuporr. That article in Mr. Pearson’s column is all public. 
That came out in public hearings and all the newspapermen heard it. 
It isn’t something you said in executive session that we gave him. 

I can assure you nothing will go out of executive session so far as 
this is concerned. That was a public hearing, all of the newspapers 
heard it, and one of the newspapermen wrote a story about it. I 
think we ought to get. back to our rule. 

Mr. Horrman. Of course, strongarm—TI want to say this. It ap- 
pears here, and don’t misunderstand me. TI realize that you gentle- 
men on the majority side are pure in your motives and looking toward 
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the country’s good, but the effect of these hearings always has been 
to sabotage Sisenhower’s program to get the Government out of 
business, that i is, business competitive w ith private enterprise. Now 
that is a fact. 

Mr. Cuvporr. I think, Mr. Hoffman, what you should do is get 
business out of Government and I think we would be better off. That 
is the Eisenhower approach. 

Mr. Horrman. You had an attempt in the last election. You didn’t 
seem to make it work then. I don’t know whether you will next time 
or not. 

Mr. Cuuporr. Let’s get along with our ruling. 

Mr. Horrman. Let me put this on the record, my objection. My 
objection to the admission of these articles is that they are statements 
by individuals whose veracity, whose reliability, has not been vouched 
for by anyone, that there is no opportunity of any member of the 
committee to cross-examine any of those who are writers of these 
statements. 

It is most unfair. It is hearsay. It is a practice to which the 
majority party, the now majority party, has objected many times; that 
is, of accusing individuals of some misconduct or some criminal action 
without an attempt, or without an opportunity, to examine the witness 
or to refute the charge. 

Why, even a chicken thief has a right to see a copy of the complaint. 
The result is that you put on the record here charges of misconduct 
with no opportunity, until sometime later, to deny it. Now you call 
me a thief today, and maybe a year from now you say, “What do you 

say about it?” That isn’t fair. 

“Mr. Cuvvorr. Mr. Hoffman, I want to say this to you. I have rep- 
resented many defendants in criminal court when I practiced at law, 
and it was not unusual in Philadelphia to have a man indicted in 
January and tried 18 months later. 

Mr. Horrman. I know anything can happen in Philadelphia. I 
concede that. 

Mr. Cuuporr. The charge is put on the record; he has his charge 
and gets his trial later, and has a chance to put his defense in. 

Mr. Horrman. That is no reason why we should follow that. 

Mr. Cuvuporr. Let me rule on that. 

Mr. a MAN. Sure, you can make your record. We will rehearse 
it after January, don’t think we won't. 

Mr. Jonas. Before you rule, will you hear me ? 

Mr. Cuvuporr. I will be happy to. 

Mr. Jonas. My objection is slightly different from the one men- 
tioned by Mr. Hoffman. Mine is that even though you have a hearing. 
and even though people come up and contradict the statements made 
in those editorials, the editorials nevertheless have been given the 
dignity of being made a part of this record without our having an 
opportunity to ex: unine the people who wrote them, and even if you 
have 15 hearings in September, October, and November, you don’t 
propose to have ‘the people before the committee who wrote the articles. 

Mr. Cuvuporr. Well, you will get a lot of things said about you be- 
fore your election down in your ‘district when you are running. 

Mr. Horrman. If you follow your usual a we sure will. 

Mr. Cuvuporr. And I get a lot said about me by the Republicans in 
my district. Let me make this ruling. 





666 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Hoffman has objected to the use of proxies for the purpose of 
putting copies of certain newspaper articles in the record on the 
grounds that under the rules of the Committee on Government Opera- 
tions, the chairman has no right to vote proxies, and I want to read 
rule 2 of the Rules of the Committee on Government Operations: 

Any member may vote by proxy on any matter before the committee. Such 
proxies shall be given in writing, dated and signed by the member granting the 
proxy, identifying the member to whom the proxy is given. No proxy shall be 
used to establish a quorum. 

In view of this rule, I am allowing these newspaper articles to go 
into the record. 

Mr. Knox. Mr. Chairman, may I see the proxies that were given? 

Mr. Motronan. Mr. Chairman, were those the same newspaper 
articles that were submitted to the committee by Mr. Dobbs in the 
course of his testimony ¢ 

Mr. Cucporr. That’s right. 

Mr. Horrman. Now, Mr. Chairman, will you permit us, the minor- 
ity members, before you close these hearings here in Denver, to exam- 
ine Mr. Austin as to the statements he made and that are in those 
newspapers ? 

Mr. Cuvuporr. Well, as a member of the staff, [ can’t very well allow 
that; you know that. 

Mr. Horrman. Oh, do you gentlemen of the press get it? Here is 
Austin, who is writing some of these articles, who is back of all this 
program. Then he goes on the committee staff, draws Federal dollars 
to criticize the administration which gives him the dollars for the job. 
If that isn’t biting the hand that feeds you, I don’t know what it is. 

Mr. Morronan. I think the record should show that that is a Demo- 
cratic Congress from whom Mr. Austin is getting his dollars, and he is 
not criticizing the dollars. 

Mr. Horrman. What’s that? 

Mr. Motronan. I say I think the record should show that the dol- 
lars Mr. Austin is receiving 

Mr. Horrman. Did I say Republican? 

Mr. Motronan. You said “administration.” 

Mr. Horrman. If I did, I made a mistake. I meant Republican 
taxpayers who are in the majority on the taxpayer list. 

Mr. Morronan. I knew the gentleman wanted to be right. 

Mr. Moss. I hope the gentleman will submit evidence substantiating 
the last statement. 

Mr. Horrman. I can only quote you, when you say all the big-busi- 
ness men 

Mr. Moss. They are not a majority of the taxpayers. Even the 
little fellow pays a few dollars. 

Mr. Horrman. That’s right. 

Mr. Cuvuporr. Mr. Hoffman, I think we have had enough of this. 

Mr. Horrman. If you would get on the issue, it would be enjoyable 
as well as instructive. 

Mr. Knox. May I make a short statement ? 

Mr. Cuuporr. Yes. 

Mr. Knox. Mr. Chairman, I shall not press your ruling, that is, 
opposition to your ruling. However, I will call to the attention of 
the minutes and the committee that both proxies are dated September 
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7, 1955, which would be impossible to be delivered to you for the pur 
ose of exercising the proxy at this meeting. 

Mr. Horrman. You are wrong. Nothing i is impossible. 

Mr. Cuvporr. I probably could get angry and say that I am going 
to leave this committee, and somebody is charging a lack of good faith 
on my part, but T know you don’t mean that. 

Mr. Knox. Certainly not. 

Mr. Horrman. You mean the date is wrong? 

Mr. Cuvporr. No; I mean the fact that Mr. Knox said it would be 
impossible for these people to give these proxies to me at that time, 
and get them to me at that time. 

Mr. Horrman. You mean your committee members told you to go 
ahead and do whatever you wanted to? 

Mr. Cuvuporr. Nevertheless, I think we ought to get back to the 
hearings. 

Mr. Hoffman, do you have any questions of Mr. Dobbs or his 
counsel] ? 

Mr. Horrman. I think I might be able to ask a pertinent question. 

Mr. Cuuporr, I think you might. 

Mr. Horrman. If I tried hard. 

Mr. Cuuporr. I think you are quite competent, Mr. Hoffman. 

Mr. Horrman. I will make an effort. On this exhibit A, Mr. Dobbs, 
you are acquainted with those statements ? 

Mr. Dopps. Yes, sir. 

Mr. Horrman. Those are presumably factual statements? 

Mr. Dorss. Yes, sir. 

Mr. Horrman. Where it outlines the area covered by the Colorado 
Ute Association, this area of 25,000-plus square miles, some 21 times 


greater than that of Rhode Island, and which today has only one 
source of electrical power. 
Then this second statement: 


The Colorado Ute Association is an electrical generation and transmission 
association made up of these four companies. These member associations are 
all consumer-owned electric systems financed with money loaned by REA. 

Now the next point: 


The Colorado Ute Association was formed to supply the rapidly increasing 
needs of southwestern Colorado with adequate cheap electric power. 


The fourth: 


Southwestern Colorado with its abundance of such natural resources, coal, 
minerals of many kinds, petroleum, natural gas, timber stands, and water is 
considered by many as the newest industrial frontier. This, coupled with rapid 
expansion of agricultural and livestock operations, points up the urgency of the 
development of more electrical-power supply. 

Now that boils down to this, does it not: That because of its natural 
resources, and because of the failure of private enterprise, if you will 

call it that, to come in with capital to develop the country here, that 
you advocate that the Federal Government make the loan to de ‘velop 
southwestern Colorado: is that correct ? 

Mr. Dospss. We advocate that the Federal Government make the 
loans so that the REA-financed distribution associations can assist in 
the development of southwestern Colorado, that’s right. 

Mr. Horrman. That is true, that you advocate that the Federal Gov- 
ernment make funds available to develop southwestern Colorado, 


among other things, as an industrial center; is that right? 
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Mr. Dosss. To develop an area, as I understand it—there are several 
important factors necessary: power is one, and water is another. 

Mr. Horrman. It is a simple question. Boiled down, you advocate 
the furnishing by the Federal Government of funds to “dev elop Colo- 
rado; isn’t that right? 

Mr. Dorrs. We asked them to loan us the money to develop a power- 
plant so we can supply power; that is right. 

Mr. Horrman. And will you also ask the Federal Government to 
loan money to develop a system of water supply ? 

Mr. Dosps. I believe that they have. 

Mr. Horrman. No, no; come on, he wants to hurry, and I am trying 
to boil it down. You heard my question. 

Mr. Doses. In REA’s setup, I believe they call it section 5, the loans 
are available to individuals to develop water. 

Mr. Horrman. Mr. Chairman, I tried to ask a simple question, don’t 
you see, and I want to get through. I want to cooperate. Now I think 
the witness can answer a question like that. 

Mr. Cuuporr. Will you read the question ? 

Mr. Horrman. I will put it again. 

Do you also advocate that the “Federal Government should furnish 
the funds to develop a water supply so that southwestern Colorado 

can enjoy a rapid expansion—those are your words—of agriculture 
and livestock and industrial power ? 

Mr. Dopss. Yes, I would be very happy. 

Mr. Horrman. To have them do that ? 

Mr. Dopps. Yes. 

Mr. Horrman. Then you think that would be a proper govern- 
mental activity / 

Mr. Doprs. I believe that at one time that was set up as part of the 
structure of the upper Colorado. 

Mr. Horrman. Would you advocate the same thing then for a 
transportation system? That is, the loaning of Federal funds? 

Mr. Doses. If the people in the area were not 

Mr. Horrman. Able? 

Mr. Dorps. Able to provide that facility for themselves, they have 
got to go some place to get that assistance. If the Federal Govern- 
ment has an agency set up to take care of that, I say yes. 

Mr. Horrman. And would you think that other sections of the 
country similarly situated should also have Federal loans? 

Mr. Donss. I believe they are getting loans in proportion through- 
out the area, throughout the United States. I don’t know that any 
preference or difference is being shown. 

Mr. Horrman. Do the co-ops that are named here pay taxes at the 
same rate as does private enterprise ? 

Mr. Doses. What taxes are you talking about, may I ask? 

Mr. Horrman. Federal taxes, State taxes, school taxes, city taxes? 

Mr. Dorns. We pay every tax that any other business pays, with the 
exception—— 

Mr. Horrman. That any other what? 

Mr. Dorss. That any other business, private enterprise, pays in the 
State of Colorado, with the exception of Federal income tax, and if 
we had a surplus, we would undoubtedly have to pay on that. 

Mr. Horrman. Do you have any idea of what income tax is paid 
by private enterprise on income ? 
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Mr. Dosss. I couldn’t give you that figure, no. 

Mr. Horrman. Nor the percentage? 

Mr. Dospgs. No. 

Mr. Horrman. Well, I couldn't either, but it must be considerable 
money. You realize, do you not, that if these loans are made to ad- 
vance or create and maintain the activities that I have mentioned, 
that is, a supply of electrical power, transportation, water, that if 
those are made, private enterprise, which is engaged in some of those 
activities now, cease to pay taxes to the Federal Government ¢ 

Mr. Dosps. I would like to clarify the record a little bit for you on 
this tax situation. We pay tax on everything that we purchase the 
same as anyone else. We pay school, county, State taxes. 

Mr. Horrman. I understand. You pay tax just the same as every- 
one else except Federal income tax. 

Mr. Dopss. That’s right. 

Mr. Horrman. Allright. Now I will ask you about that. If these 
industries or enterprises are established by Federal loans, they put 
out of business necessarily any other corporation or individual who 
is engaged in a like enterprise, do they not ? 

Mr. Dorps. We are a nonprofit organization. 

Mr. Horrman. I didn’t ask whether you were. 

Mr. Dosrs. We don’t have an earning. 

Mr. Horrman. I didn’t ask you that. You want to be fair about it, 
I know you do. I can see that in your face. Why don’t you answer 
the questions I ask you? 

Mr. Doss. I am trying to answer them. 

Mr. Horrman. As the co-ops increase their business, somebody else 
loses business that they either have or would develop, don’t they ? 

Mr. Dosps. No. 

Mr. Horrman. Who does it? 

Mr. Dosss. Let me use this as an example. The cooperative in the 
area that I serve has a payroll in that area of $75,000 a year. Actually 
it has increased the tax revenue in that area to that extent. People 
have come in. We have provided jobs. 

They have been able to buy homes. I can’t see where we are jeop- 
ardizing anybody. The fact of the matter is, it looks like we have 
done something that might be beneficial to the country. 

Mr. Horrman. As a whole? 

Mr. Dosss. As a whole. 

Mr. Horrman. But on funds advanced by the Federal Government 
that they have collected from people in other areas; that is right, 
isn't it? 

Mr. Dopss. No. 

Mr. Horrman. Where does the Government get the money é 

Mr. Doses. They go out and borrow it at 144, 114 percent, that’s 
where they get it. 

Mr. Horrman. Who paysthat back, anybody? Listen, has the Gov- 
ernment any income at all except from taxpayers ¢ 

Mr. Dongs. Evidently, they must have. 

Mr. Horrman. They must have? 

Mr. Dosss. Sure. 

Mr. Horrman. That’s all. 

Mr. Cuuporr. Mr. Jonas / 
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Mr. Dopss. I believe this 1 year net profit from the REA through- 
out the United States was something like $11 million to them, so they 
were making some money. 

Mr. Horrman. Over and above all expenses? 

Mr. Dosss. Evidently. 

Mr. Cruporr. Mr. Jonas, you are next, but before you question 
would you have any objection to my calling a 10-minute recess to give 
the stenographer a rest. You can start right after the recess. 

We will have a 10-minute recess to give the stenographer a rest. 

(A short recess was taken.) 

Mr. Cuvuporr. The subcommittee will be in order. Will you take 
the witness chair, Mr. Dobbs? 

Before you start, Mr. Jonas, I just want to say that I note the pres- 
ence in the room of Congressman Wayne Aspinall of the Fourth Dis- 
trict of Colorado, who has come in from his district to be with us in 
these hearings. Congressman Aspinall is a former Speaker of the 
House of Colorado and a former member of the State Senate, and we 
are very happy to have him aboard. 


STATEMENT OF HON. WAYNE N. ASPINALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF COLORADO 


Mr. Asprnati. Chairman Chudoff, and members of the congres- 
sional committee and my friends from Colorado, of course coming 
back to this chamber is always a pleasure to me whether the House 
is in session or whether it isn’t in session. To come back and have my 
congressional colleagues here on a committee assignment is a double 
blessing. It is nice to have colleagues over here on this side of the aisle. 

Some way or other, you got put down in the right place so far as 
this House is concerned. It is nice to have my colleagues on the other 
side there in the right place. 

The matter on which you are talking is largely in my district, in my 
congressional district, and when I was invited over here by the 
chairman to be here as an unofficial observer, I accepted the invitation 
with pleasure, and I am enjoying myself here this morning and this 
afternoon. 

I have been out of circulation for a month. This brings me back, 
I might say, to some of the associations that we had during those long 
7 months just passed, but I know that good comes out of these con- 
gressional hearings. Sometimes the people of a local area wonder why 
such approaches are made. Of course, that is in the true spirit of our 
form of government, the two-party system. We can’t get along with- 
out it. We never want to see this Nation dominated by one party. 

The party that will accept the responsibility of being the proponents 
and the party that accepts the responsibility of being the opposition 
is exactly what is necessary, and I congratulate you, Mr. Chietvivnn, 
and each member of your committee. 

I only wish that you could get over to the best part of Colorado, the 
beautiful part of Colorado, the part where the water is, the part 
where we have to put water on the land so that my good friend 
Clare over there can understand that it is just the opposite of taking 
water off the land which the Federal Government so easily and so 
beautifully accepts the burden of in most instances. 
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We would like to have the same policy to put water on land. 
That is about all I have to say. Thank you. 

Mr. Cuvuporr. Thank you, Congressman Aspinall. 

Mr. Jonas, will you proceed ? 


FURTHER STATEMENT OF GEORGE E. DOBBS, MANAGER, SAN 
MIGUEL POWER ASSOCIATION, NUCLA, COLO.; ACCOMPANIED 
BY RAY MOSES, ATTORNEY, COLORADO-UTE ELECTRIC ASSOCIA- 
TION, ALAMOSA, COLO. 


Mr. Jonas. My question is directed to Mr. Moses. Was there any 
feeling on the part of the board that you represent that the private 
company could contribute anything of value in the nature of know- 
how, ability, engineering, and matters of that sort? 

Mr. Mossgs. Yes, sir; I think there was a feeling to some extent, 
but you must remember, Mr. Jonas, that when these REA distribution 
cooperatives started out that everybody said, “Well, these people are 
just farmers. They don’t know anything about the distribution of 
electrical energy. That is a complicated and highly technical 
proposition.” 

But they got their local boards together and they hired men with 
know-how, which is all the power company can do anyway, and they 
finally came to the conclusion, I believe, that they could do just 
about as well themselves, although there is something in having an 
operating force all trained and ready to go. 

Mr. Jonas. It is true, is it not, that the company that operates in 
that area and from which the co-ops have been obtaining their power 
is already set up to take over the operation of these two units without 
«1 complete new staffing which would be necessary if the G. and T.’s 
should organize? 

Mr. Moses. They will have to bring in an entirely new staff. They 
may take them off some of their existing units and put untrained men 
on them, but they don’t have a surplus pool of manpower. 

Mr. Jonas. I understand they would have to bring in some people, 
technical operators and labor, but supervisory personnel would not 
be required, would it, because they are supplied with that? 

Mr. Moses. We will furnish our own supervisory personnel also, 
because with this investment, we will have to check it pretty closely. 

Mr. Jonas. I know you have the right, but is it your feeling—and 
I am asking you now—that the Colerado-Ute organization could oper- 
ate this plant with the same manpower that will be required by the 
private company ¢ 

Mr. Moses. I think they can do it with less manpower. 

Mr. Jonas. Less manpower ? 

Mr. Moses. Yes. 

Mr. Jonas. On what do you base that ? 

Mr. Moses. From my observation of what I should say is a top- 
heavy organization of private utilities. That is their own business 
and they undoubtedly know what they are doing. 

Mr. Jonas. That was one of the arguments advanced for the part- 
nership approach, wasn’t it? 

Mr. Moses. Was the know-how; yes. 
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Mr. Jonas. The know-how, and the engineering capacity, and the 
ability on the part of the company already operating in the field to 
take over the operation of a new unit at less overhead cost. 

Mr. Moses. Yes; of course, that would only be an initial expense in 
any event, because very shortly, even if you started with an 
untrained group, you would have «n efficient operating crew, but it 
was one of the factors that was urged upon us by the power company 
as a reason why they should operate the plant. 

Mr. Jonas. The association you represent has never operated a gen- 
erating plant? 

Mr. Mosss. Yes, sir; the association has not. Mr. Dobbs has had 
experience with generation plants. Mr. Patterson has had experience. 
Mr. Granger, the manager of La Plata, is operating a little hydro plant 
of hisown. They are all experienced men, but they wouldn’t attempt 
to operate this plant. 

REA sets up the qualifications. You have to be a graduate electric 
engineer with experience in steam-plant operation. 

Mr. Jonas. The association has not been in the generating business? 

Mr. Moses. No, sir. 

Mr. Jonas. But has only distributed ? 

Mr. Moses. That is correct. Colorado-Ute hasn't been in any busi- 
ness yet. 

Mr. Jonas. The member cooperatives / 

Mr. Moses. Just in distribution, except for those isolated instances. 

Mr. Jonas. Can you tell us why this matter of the loan was allowed 
to remain dormant from the end of World War II to 1954? 

Mr. Moses. I think I can, although I was not associated with Col- 
orado-Ute. I also represent a local distribution cooperative in the 
San Luis Valley. 

We were members of Colorado-Ute for a while. Then through 
constant efforts on our part we got Bureau of Reclamation power 
available to us which solved, for the time being, our problem, our 
power problem. 

The same thing happened with Grand Valley, and with Holy Cross, 
over at Glenwood, Santa Cristo, at Salida. It wound up that the 
power problems at least immediately for all of the original members 
of Colorado-Ute were solved, with the exception of these four co-ops. 

Then, as Mr. Dobbs stated, materials didn’t immediately become 
available as soon as the Japanese surrendered. Some people thought 
they would be, but it was a long time before items, particularly in 
the electrical distribution and generating field, became available, be- 
cause there was a heavy backlog of orders. 

Mr. Jonas. I know, but during the time that intervened, were they 
proceeding with the paperwork and with the efforts, or did they just 
drop the matter ¢ 

Mr. Moses. They dropped it, I think, during the war, there is no 
question about that. 

Mr. Jonas. And never did reinitiate it until just last year? 

Mr. Moses. No, sir. In 1951 or 1952 is when they reorganized 
Colorado-Ute, the four remaining cooperatives. 

The problem still had not. been solved and the growth of the terri- 
tory made it apparent both to the power company and to the co- 
= that something in the way of major installation had to be 
aone. 
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Now one of the things, I can go afield a little bit, that I think 
brought it to a head, was in 1951 the power company obtained a rate 
increase which brought home to the cooperatives, the four coopera- 
tives, the fact that the situation was deteriorating rather than im- 
proving, because whereas these other co-ops that they had formerly 
been associated with were getting electricity cheaper, they were pay- 
ing more. 

Then along about that time we had the first burgeonings of the 
uranium boom in the E mpire system and in San Miguel. We called 
for more and more power which Western Colorado Power Co. frankly 
said they were getting to the end of their rope as far as power was 
conterned, and “they came up first with the idea that they would 
spend the money to do it, and it was apparent to us immedi: itely that 
if they doubled their investment, which is what they intended to do, 
they had already in 1951 or 1952 obtained a rate increase because they 
had added to their investment and therefore they weren't getting 
what they considered a fair return on their investment, and, there- 
fore, the rates were increased; if they doubled their investment, we 
were immediately faced with another rate increase. 

So then we started this negotiation, and in 1952 started the con- 
versations with REA, in 1953 made more moves, and so on. 

Mr. Jonas. Are wholesale rates by private power companies to REA 
controlled by the Public Service Corp. in Colorado? 

Mr. Mosss. Yes, sir. 

Mr. Jonas. And you say the private company first offered to put 
in this extra generating equipment and make the power available ‘ 

Mr. Moses. They offered it with a couple of strings attached. In 
the first place, one of our difficulties, in addition to lack of power, was 
poor service because, as you will recall from this map, Western Col- 
orado Power Co.’s line came down the east side of the area. In Mr. 
Dobbs’ instance, I think it is 70 miles before he gets to his load center 
and in others, Mr. Patterson at Empire, it is about 30 miles or so. 

So you had a supplier sitting over at the side. Their proposition 
was to improve their existing system, which is, of course, what they 
were interested in, their existing transmission system. 

There would probably be more power available, but it would be a 
long way from our load centers and would have inherently the prob- 
lems of long transmission lines. 

That in itself was not very satisfactory. The record of poor service 
which the managers told me about was not very attractive, and the 
third, just the economics of the thing, that if they invested just this 
much more money, we would have to pay a higher rate for the power. 
because they are entitled to a certain return on their investment, and 
it is their investment that determines rates more than their actual 
operating sosts. 

Mr. Jonas. So you really have been discussing the matter with the 
private power companies over all these years? 

Mr. Moses. We have been discussing the lack of service and the 
lack of availability of power, and this first offer that I am talking 
about was after I was employed, either late in 1953 or early in 1954. 
when we had our first meeting with the power company. ane was 
followed by the 6 percent proposition, and then, later on, by the 
proposition based more on the Central Towan. 
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Mr. Jonas. Were you present in most of the negotiating conferences 
between the association and the private company ¢ 

Mr. Moses. All of them, I believe. 

Mr. Jonas. Were some of them held in Denver, or in Colorado, and 
some of them in Washington ? 

Mr. Mosss. Yes. 

Mr. Jonas. How many times would you say you met in conference? 

Mr. Moses. Well, we were in Washington almost a week one session. 
That was almost immediately after I was employed. That was in 
1953. We have had meetings at Montrose, Durango, at least two in 
Denver, maybe more. 

I would say we had at least a half-dozen sessions, and then the final 
windup was done with their counsel and me over the telephone, pri- 
marily dotting i’s and crossing t’s. 

Mr. Jonas. In the conferences, did you receive any help from Mr. 
Nelsen and his people in getting the power company down from its 
original offers ? 

Mr. Mosgs. Yes, sir. 

Mr. Jonas. You would say that the Administrator of REA was 
quite helpful to the association in many respects; wouldn’t you? 

Mr. Mosss. Yes, sir. 

Mr. Jonas. And as a matter of fact, he was instrumental in helping 
beat the company down considerably from its original offer, rate-wise, 
wasn’t he? 

Mr. Mosss. Yes, sir. The technical staff was particularly helpful 
to us. A slide rule just scares me to death, but those people could 
match the power-company engineers in figuring out the various rates 
and what the effect of a certain rate would be. As I said before, 
rates are a very complex thing, and I don’t profess to be able to 
compute them. 

Mr. Jonas. In the conferences, when you were discussing your dif- 
ferences that existed between the association and the company, trying 
to work out a mutually acceptable contract, didn’t you find Mr. Nel- 
sen and his office on your side, trying to beat the power company down? 

Mr. Moss. So far as I know, they were on our side, once the part- 
nership approach was instituted 

Mr. Jonas. They were trying to help you get the best partnership 
deal you could ? 

Mr. Mosss. Yes, I think so. 

Mr. Jonas. And you felt they were sincere in their efforts in doing 
all they could help in that respect ? 

Mr. Mosgs. I felt that; yes, sir. 

Mr. Jonas. What would you say, Mr. Moses, is the principal advan- 
tage or benefit to the association in this partnership approach? Would 
it be the complete integration with the power company ? 

Mr. Moses. I don’t know that I am qualified to answer that because 
I am a layman and this is primarily an engineering proposition. 

Mr. Jonas. What you have with the partnership arrangement is a 
complete integration of both systems; isn’t it ? 

Mr. Moses. As far as standby capacity is concerned. 

Mr. Jonas. So far as standby capacity is concerned ? 

Mr. Moses. I think that that probably takes the place of the third 
unit. 
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Mr. Jonas. I think you went into that one when some other member 
was asking you questions, and I don’t mean to have you repeat it. You 
do feel that that was of some substantial advantage over the long pull 
for the association ? 

Mr. Mosgs. Substantial advantage in the first few years only, be- 
cause after that they won’t have any standby for us because they will 
use theirs up, but initially it will make it unnecessary for us to in- 
stall it. 

Mr. Jonas. Build the third unit. I believe that is all. 

Mr. Cuuporr. Mr. Moses, I just want to ask one question of you. 
I listened quite carefully to your answers to Congressman Jonas’ 
question, and you said something about the cooperation that you re- 

ceived from the REA technical experts, and so forth; is that right? 

Mr. Moses. Yes. 

Mr. Cuvuporr. Isn’t it a fact, Mr. Moses, that any benenfits that you 
got out of your negotiations with the Western Colorado Power and 
the other private companies was as a result of your fight for it, and 
that if it wasn’t for your own personal fight, the REA would have 
approv ed any kind of a deal that would have given the Western Colo- 

rado Co. the best of the contract ? 

Mr. Mosss. I don’t know that I could say that, Mr. Chudoff. Once 
it was determined that we were going to work something out, I think 
the technical staff just pitched right in just as though they were part 
of our people. 

Mr. acne They gave you factual information ? 


Mr. Moses. Yes, sir. 
Mr. Cuuporr. How about you, Mr. Dobbs, what would you say to 
that question? Do you think that the REA would have approved a 


worse deal for you or would have said that is not a good deal? 

Mr. Doss. I believe they would have accepted any deal that we 
would have made with the power company. 

Mr. Cuuporr. Do you conscientiously feel that what you have got 
in this contract was got as a result of your own fight rather than 
any cooperation from the REA? 

Mr. Dosrs. I think so. 

Mr. Cuvporr. Are there any more questions? 

Mr. Horrman. Yes, I have a couple. Did Washington at one time 
suggest that the local people, the Ute people, go to Lowa to see how 
an agreement with the power company there worked out? 

Mr. Dosps. Yes, sir. 

Mr. Horrman. Now, was that before or after the application for 
a loan was approved ? 

Mr. Doses. Before. 

Mr. Horrman. And the representatives of your company came 
back, and there was some difference of opinion among your board 
members, wasn’t there? Some were in favor of going in with the 
power company, the private company, and some were opposed ; isn’t 
that true? 

Mr. Dosps. I don’t believe any of the board wanted to go in with 
the power company. 

Mr. Horrman. You don’t? 

Mr. Dosss. No. I believe the board wanted to go it alone, wanted 
to build their own plant and operate it. 
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Mr. Horrman. Do any of your records so indicate ? 

Mr. Dosps. Yes. Some place I have a resolution. 

Mr. Horrman. Don’t take the time. You can put it in afterward, 
I don’t care. 

Mr. Cuuporr. If you have a resolution of record that. shows the 
action of this board on your contract, will you send it to us and see 
that we get it before we leave town, anil put it in the record? Does 
that satisfy you, Mr. Hoffman ¢ 

Mr. Horrman. I don’t care what they put in, you see, except I want 
now whatever record he may care to put in as to the action of the board, 
and any votes they had on it as to whether they should or should not 
join up in a somewhat similar plan to that which the Iowa people had 
used. 

Mr. Cuuporr. Will you see that we get a copy of that resolution, 
Mr. Moses? Thank you. 


(The material referred to is as follows :) 


Nucia, Co.o., June 2, 1954. 


MEETING OF THE BOARD OF DrrecTors OF CoLoRADO-UTE ELECTRIC ASSOCIATION, INC. 


Present: Meaker, Schlegel, Carlson, Hunter, and Wilson, also Managers Pat- 
terson, Peterson, Granger, and Dobbs and Attorney Moses. 

Absent: Mason, Blanchard, and Willoughby. 

Mr. Meaker acted as chairman and George G. Wilson acted as secretary. 

The following motion was presented by Wilson and seconded by Carlson: 

“Resolved, That, unless Colorado-Ute constructs a system that is independ- 
ent of every other source of supply, the status of each member cooperative 
will remain in its present unsatisfactory form, and it must be firmly established 
that transmission lines to the load center of each member cooperative are an 
integral part of the loan application made by Colorado-Ute Electric Association ; 
and be it further 

“Resolved, That Colorado-Ute Electric Association, after the approval of 
its loan application, favors the negotiation of a contract with Western Colo- 
rado Power Co. for interexchange of power provided that such contract 
provides proper protection for Colorado-Ute Electric Association as to available 
capacity on the part of Western Colorado Power Co., and provided further that 
such interexchange agreement shall not contemplate a reduction in transmission 
lines but only a possible reduction in initial plant capacity, all to be subject to 
the approval of the Rural Electrification Administration and the engineer for 
Colorado-Ute Electric Association ; and be it further 

“Resolved, That the representatives of Colorado-Ute be, and they are hereby, 
authorized to implement this resolution in whatever manner seems desirable.” 

The motion carried unanimously. 

Bills were allowed as presented. 

There being no further business, the meeting adjourned. 


Gro. G. WILSON, Secretary. 


Montrose, Coro., August 25, 1954. 
Mr. E. G. KrEFFER, 
Head, Operations Section, Western Area, 
Rural Electrification Administration, Washington, D. C. 

DeaR Mr. Kerrer: With reference to your letter of August 18, 1954, as presi- 
dent of the Colorado-Ute Association, I wish to advise you that it is absolutely 
satisfactory for you and your staff to proceed in your study as outlined in your 
letter of August 1S. 

I tniked the matter over with Mr. Wilson, secretary of the Colorado-Ute 
Association, and it was our opinion that inasmuch as the original proposal and 
our application to the Rural Electrification Administration was based on a self- 
contained generating and transmission plant and as recent negotiations for 
partnership operation with the Western Colorado Power Co., was only carried 
out as a recommendation of the Administrator, that surely a study carried out 
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by your office along the lines of a self-contained plant would be along the lines 
of our original proposal, which we have all been in agreement from the very 
conception of the Colorado-Ute Electric Association. 

The Colorado-Ute would be willing to agree to an exchange of power with the 
power company, if a contract similar to the one sent you by Mr. Moses can be 
entered into. But this arrangement must be considered as second choice as we 
have had long years of experience in dealing with the power company. We would 
all feel more secure if our plant was entirely independent from the power com- 
pany plant. 

Mr. Naughton, representing the Utah Power & Light Co., at a meeting in 
Montrose, Colo., July 27, 1954, at which you were in attendance, stated and I 
quote, “We are going to do the best we can to supply you power, but when the 
time comes that we begin to run out of power maybe we would have to ask the 
co-ops to cut back their power requirements to the demand set forth in their 
contracts,” end quote. We are all aware of how near the power company’s 
demand has arrived at their total generation capacity and how some of their 
plants dating back to the year 1900 are being called upon to produce at a capacity 
higher than rated capacity. This is a very shaky situation to be placed in. 
It is for this reason that we urge maximum haste by your office so that we might 
not find ourselves in a position of darkening the countryside due to the failure 
of our present supply of wholesale power. 

Very truly yours 
FRANK MEAKER, 
President, Colorado-Ute Electric Association, Ine. 

Copy to: Raphael Moses, Alamosa, Colo.; Laramore & Douglas, 79 East Adams 
St., Chicago, Ill.; George Wilson, Nucla, Colo.; O. E. Schlegel, Dolores, Colo. ; 
Lloyd B, Mason, Route 2, Durango, Colo.; George Granger, manager, LaPlata 
Klectric Association, Durango, Colo.; Ivan C. Patterson, manager, Empire Elec- 
trie Association, Cortez, Colo.; John W. Carlson, Ignacio, Colo.; George Dobbs, 
San Miguel Association, Nucla, Colo. : Dan Hunter, Dove Creek. Colo. : Joe 
Willoughby, Nucla, Colo.; Gilbert Blanchard, Paonia, Colo.; F. M. Peterson, 
Delta, Colo. 

Mr. Horrman. And would you say now, as you now recollect it, 
there was no difference of opinion in your board about that é 

Mr. Dosss. I don’t think so. We arrived at a point that looked like 
there was only one direction that we could go, so we conceded that 
that was the direction to go, and we took off in it. 

Mr. Horrman. Would you call that pressure from Washington to 
induce you or to cause you to enter into this contract which made the 
private company a partner? 

Mr. Dosss. Well, it would appear to me that we only had one choice, 
and that was it. 

Mr. Horrman. I think it is easy to answer this. In your opinion, 
and that is all I am asking for, did you consider that Washington was 
attempting to pressure you into an agreement to accept the power 
company as some sort of a partner in order to get the loan? 

Mr. Dosss. Let me put it this way. The Rural Electrification Ad- 
ministration led me to believe that that was the only way we could get 
a loan. 

Mr. Horrman. And that was before the loan was granted ? 

Mr. Doses. Yes, sir. 

Mr. Horrman. And was it your feeling that you had to enter into 
that contract, otherwise you wouldn’t get the loan ? 

Mr. Dosss. Yes, sir. 

Mr. Horrman. And do you know whether or not. from your own 
knowledge, __ was the fee ling of the other members of the board? 

Mr. Dosss. I do not know about their fee lings. That was my 
feeling. 
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Mr. Horrman. I thought you had discussed this matter and that you 
said a moment ago that they were all opposed to going into an 
agreement ? 

Mr. Dosss. I believe that’s right. 

Mr. Horrman. And then my subsequent question, the Jast question, 
was whether you, from your own personal knowledge, in your talk 
with the other members of the board, are of the opinion that they felt 
the same, that the only way to get the loan was to go ahead with this 
private company. 

Mr. Dosss. I believe that’s right. 

Mr. Horrman. And that was all before the loan was granted ? 

Mr. Dosss. Yes, sir. 

Mr. Horrman. Then the REA didn’t come along, the Washington 
REA didn’t come along after the loan was granted, and insist that you 
join with the private power company ? 

Mr. Dosrs. The loan wasn’t granted until after the contract with the 
power company was approved. 

Mr. Horrman. That is an answer to the same thing in a different 
way. That is all. 

Mr. Moss. Mr. Chairman. 

Mr. Cuuporr. Yes, Mr. Moss. 

Mr. Moss. I have a couple more questions. Were you at these 
conferences in Washington with representatives of the power com- 
pany and the REA ? 

Mr. Doss. I was not. 

Mr. Moss. Mr. Moses, were you at the conferences in Washington? 

Mr. Moss. Yes, sir. Mr. George Wilson, secretary of the Colorado 
Ute, and Mr. Ivan Patterson, manager of Empire and I were a com- 
mittee appointed to negotiate. 

Mr. Moss. Who arranged the meeting in Washington ? 

Mr. Moses. I think REA arranged the meetings with the coordina- 
tor, set them up. 

Mr. Moss. Who suggested the meetings in Washington ? 

Mr. Moses. I don’t think I can answer that. I think the first 
news I had of the meeting in Washington was a telegram asking me 
if I could go on a certain date. 

Mr. Moss. From whom? 

Mr. Moses. From one of my board members. 

Mr. Moss. Had your board prior to the first of these conferences in 
Washington indicated its desire to go it alone rather than to enter 
into an agreement with the power company to operate? 

Mr. Mosrs. I was trying to find that resolution, Mr. Moss, and I 
can’t tell you whether that was before or after our first conference 
in Washington. I think it was after the first conference in Wash- 
ington. 

The reason I say it was after is I was employed in October of 1953, 
went to Washington either the next week or the week after that, and 
did not attend the board meeting from the time I was mpnres until 
I went to Washington, and then I believe at a subsequent board meet- 
ing they adopted the resolution. 

Mr. Moss. You referred here to demand or to standby service for 
which you pay a $18 demand charge per kilowatt, is that correct? 

Mr. Mosrs. Yes, sir. 
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Mr. Moss. How firm is the commitment of the utility under that? 
If they have a need for a block of power and you have a need at the 
same time, who would get the power ? 

Mr. Moses. They would. 

Mr. Moss. So it is a standby which is not definitely and irrevocably 
‘ommitted to you? 

Mr. Mosrs. No, sir. However, at the present time we have taken 
about a third of the power of Western Colorado Power Co., so unless 
they have a sudden spurt, they will have a substantial block of 
standby power for the first few years of our operation until they fill 
up that gap 

Mr. Moss. You have considerable uranium mining and growth in 
the area. You could have an increased demand occur in a few years’ 
time ? 

Mr. Mosrs. Oh, yes. We anticipate needing a third unit in 5 years. 

Mr. Moss. Supposing you needed a third unit before 5 years, you 
are still tied to this contract? 

Mr. Moses. Yes, sir; but the contract contemplates the installation 
of subsequent units and provides accordingly for it. 

Mr. Moss. That they would still operate and they would still have 
available to them the excess capacity, but if in the meantime they had 
built up to their load limit, you wouldn’t have standby except as it 
was available from them? 

Mr. Moses. Well, it is contemplated by the time we install a third 
unit, that we will furnish standby to them, that they will be up to their 
limit. 

You see, with units of 12,650 kilowatts, as soon as we need the first 
thousand of that 12,000, we have to put in the whole unit. 

Mr. Moss. Yes; I realize that. 

Mr. Moses. So there will be some available capacity in our third 
unit which we contemplate if the timing works out right will be the 
time that they will need additional capacity. 

Mr. Moss. Does the contract outline the terms under which you 
would supply standby in the event that took place? 

Mr. Moses. Yes; itis reciprocal. We get paid the same amount and 
under the same circumstances if we have it available. We furnish 
them standby to the extent of our available capacity, installed ca- 
pacity. 

Mr. Moss. You furnish it to them in effect through surplus capacity. 
Incremental fuel cost is the basis there. 

Mr. Mosrs. No; we are talking about two different things. 

Mr. Moss. That is what I am trying to get. What is the charge? 
Ts it the same that you pay the 3.63 mills? 

Mr. Moses. No. The energy—capacity and energy are different— 
the energy we get from them in case one of our units goes out we pay 
for at the same rate. When they get energy from us, they pay us at 
the going contract rate, whatever that may be at the time. 

Mr. Moss. At the time that you add the third unit ? 

Mr. Moses. Yes,sir. The rates change a little bit on the installation 
of the third unit. 

Mr. Moss. Do you have a definite block of power on which you are 
paying a demand charge, or is the demand charge assessed as you call 
upon it? 

Mr. Moses. Year by year as we call upon it. 
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Mr. Moss. I think you can supply that information later. Ap- 
parently it is on a need basis rather than on a definite set-aside basis 
where a given amount of capacity would be guaranteed for payment 
of the demand charge. 

Mr. Moses. That’s correct. Here it is, I have found it. They de- 
fine first the reserve capacity which is the difference between the total 
net capacity available to each party with all units in service over a 
GO-minute period, then combined reserve capacity is the total of the 
two in both systems : 

Responsibility for providing combined reserve capacity shall be divided equal- 
ly between the parties, and such equality shall be obtained as follows: The co- 
operative or the company as the case may be contributing less than one-half of 
the combined reserve capacity shall pay to the other an amount equal to $18.50 
inultiplied by the difference between one-half of the combined reserve capacity 
and the reserve capacity contributed by the party at the time. 

Mr. Moss. I can’t say that it is completely clear to me. Now dur- 
ing the period before entering into the contract with utility, before ap- 
plying for the REA loan for the G. and T. cooperative or the gen- 
erating cooperative apparently in this instance, were any of the mem- 
her cooperatives to your knowledge advised by the utility that there 
was a hmit on their ability to supply them with power and urged to 
seek power elsewhere ¢ 

Mr. Moses. I think the decision to reactivate the cooperative and 
to go ahead, which took place in 1952, was coincident with the ap- 
parent situation that the power company was coming to the limit of 
its capacity, and I don’t think the power company ever suggested we 
look elsewhere for it. 

They wanted to furnish it, but we didn’t see how we could go along 
with the terms that they suggested. 

Mr. Moss. I think that is all the questions I have. 

Mr. Horrman. Mr. Chairman, I would like to have the minute 
book—I think Mr. Dobbs has been looking here for a half an hour, 
haven't you—I would like to have the minutes of the association, the 
Ute Co., so we can ascertain what action there was with reference to 
this. 

Mr. Cuvporr. I think Mr. Dobbs has agreed that they will supply 
us with the resolution of the board of directors concerning this con- 
tract. 

Mr. Horrman. But I want the minutes of the various meetings 
they had when they had this matter under consideration, don’t you 
see. I think we are entitled to know. 

Mr. Cuuporr. I certainly can’t see why they shouldn’t 
you. 

Mr. Horrman. I can’t either. May I ask where are your minutes 
for the various meetings? You kept a record, didn’t you? 

Mr. Dorsps. Yes; the secretary has those. 

Mr. Cuvuporr. Would you do this. Would you send us certified 
copies under the signature of the president and the secretary, of the 
meetings where this proposed contract was discussed? Do you have 
any objection to that ? 

Mr. Doprs. T have a little article here that I believe has been cer- 
tified by the secretary. This is a letter. 

Mr. Horrman. Let me see it, maybe we won't need to take the time. 
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Mr. Cuvuporr. I certainly think he ought to read it, since the ques- 
tion came up. : 

Mr. Horrman. If you want it, heavens and earth, I was just trying 
toshorten it up. Read anything you want to. 

Mr. Cuvuporr. We want to give you anything you want in the rec- 
ord, Mr. Hoffman. 

Mr. Horrman. All I want is the minutes of the meetings where 
this matter was under consideration, and any action the association 
took. 

Mr. Cuvuporr. Mr. Moses has agreed to give us a certified copy of 
the minutes for the record. He will probably send it to the board. 
We couldn’t possibly get it today. 

Let the record show that when the minutes setting forth the action 
of the board of directors of this cooperative indicates action on the 
proposed contract 

Mr. Horrman. Or discussion. 

Mr. Cuvporr. Or discussion of the proposed contract, prepared by 
the attorney for the cooperative, let them be admitted into the record, 
and they can be sent to us either before we leave, or to the staff office in 
Washington. 

Mr. Horrman. And may we also have an understanding that the 
agency in Washington may have opportunity to submit their reply / 

Mr. Cuuporr. That’s right. 

Mr. Horrman. To the testimony given here. 

Mr. Cuuporr. As a matter of fact when we advise the REA of 
our hearings in Washington, we are going to ask them to come in 
and bring certain material with them so that we can properly get the 
facts involved in the particular problem. 

In other words, we will give them a memorandum which will set 
forth we would like them to bring 1, 2, 3, 4, 5, 6, 7, 8, so they can have 
an opportunity to meet the charges made against them by the various 
CO-O)ps. 

Mr. Moses. Here is the resolution you are looking for. 

Mr. Horrman. I didn’t ask for the resolution alone. I asked for 
the various minutes. 

Mr. Cuuporr. Mr. Moses, that resolution will be part of the minutes 
so that will take care of that situation. Do you want to look at it, 
Mr. Hoffman? I have no objection. 

Mr. Horrman. I don’t care. 

Mr. Moses. We will furnish the complete minutes. 

Mr. Cuvuporr. Are there further questions f 

Mr. Knox. I have one question, Mr. Chairman. 

Mr. Moses, I believe in your testimony, as I recall you testified 
that the co-op could possibly produce power for about 1 mill less than 
what you had to pay Colorado Western Electric Co., is that right ? 

Mr. Cuvporr. Western Colorado Power Co. is the correct name. 

Mr. Moses. I think Mr. Dobbs used that 1-mill figure, but it seems 
apparent to me that we can produce it just as cheaply as the power 
company can, and the power company is going to make a profit out 
of this operation or they wouldn't have gone into it, and I think we 
could have saved that profit. 

Mr. Knox. Do you agree then with Mr. Dobbs that it would be 
about 1 mill? 
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Mr. Moses. I couldn't say what the figure would be, no; but that is 
in line. 

Mr. Knox. Pursuing the question, as I recall the statement was made 
that it would cost about $2,000 a month more. 

Mr. Mosrs. To his one cooperative alone. 

Mr. Kwox. Oh, to his one — ative alone. The reason I brought 
up the question was that it was $2,000 a month and 12 months would be 
$24,000. When you are using a $90,000 figure, that clears up the ques- 
tion involved in my mind as to where the $90,000 figure came from. 
That is all. 

Mr. Cuuporr. Thank you, Mr. Dobbs. Now is Mr. F. M. Peter- 
son in the room? Would you take the chair please, Mr. Peterson. 
and identify yourself for the reporter ? 


STATEMENT OF F. M. PETERSON, SUPERINTENDENT, DELTA-MON- 
TROSE RURAL POWERLINES ASSOCIATION, DELTA, COLO. 


Mr. Pererson. My name is F. M. Peterson. My address is Delta, 
Colo. Iam the Superintendent for the Delta-Montrose Rural Power 
Association. 

Mr. Cuvuporr. Mr. Peterson, do you have a prepared statement ? 

Mr. Pererson. I have some notes here that I would like to refer to. 

Mr. Cuuporr. You may proceed. 

Mr. Pererson. It is my understanding that this committee of Con- 
gress is interested in determining whether or not the new concept of 
partnership contracts between REA co-ops and existing power com- 
panies, is in the best interest of the members of the cooperatives, I 
believe that I can truthfully state that after over 10 years of exper- 
ience in REA cooperative work, that this so-called partnership is the 
most serious blow to the REA cooperatives of the Nation. It can be 
likened to the placing of a lamb into a cage with a lion and expecting 
them to live in harmony. There is nothing, which is common to the 
operations of an REA cooperative and a private profitmaking power 
company. 

Ever since the conception of the Delta-Montrose Rural Powerlines 
Association we have been betrayed by the power company, which in 
my opinion now we are forced into a partnership with. To begin 
with our co-op was very near stymied through the overnight con- 
struction of spite lines by the power company. This dri ained off our 
most thickly settled areas. In other words the cream, leaving only 
the fringe or thinly settled areas for our co-op to serve. 

We were then forced to purchase our wholesale power from the 
power company as there was no other supplier. Although the average 
cost to REA co-ops for wholesale power in Colorado is less than 8.6 
mills per kilowatt-hour, we are forced to pay near 12 mills for our 
power and even with this high cost power we have not been provided 
adequate service. Voltage regulation has fluctuated as much as 13 
percent. Outages have occurred for periods as long as 8 hours on 
power company lines serving our substation. 

Due to the fact that our costs for wholesale power was so high and 
the service so poor, we joined with three other REA co-ops in “south- 
western Colorado to promote and apply for a loan te construct our 
own generating and transmission system. It was our hopes that 
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through this method we might both lower our operating costs and 
obtain a more firm supply of electric service. After several years 
of negotiations, a G. and T. co-op named the Colorado-Ute Electric 
Association was formed by the four REA co-ops in southwestern 
Colorado of which the Delta-Montrose Rural Powerlines Association 
is one of the four. In 1954 we were successful in getting the REA 
Administration to recognize our needs and an application for a loan 
was made. (It is during the negotiations for this loan that we met 
with what I term our blackest hour. We are told by the Administrator 
of REA, Mr. Ancher Nelsen, that he would be receptive to granting 
the loan if we would negotiate with the same power company that 
we are trying to get away from, for a partnership agreement. ) 

As it turns out the partnership agreement, is in effect a plan by 
which the cooperative borrows the money, secures the notes, constructs 
the plant and then turns it over to the power company to operate. 
The Colorado-Ute Electric Association will pay 3.63 mills for operat- 
ing the plant, which they, the power company officials, admit provides 
them with a nice annual profit. They are protected by escalator 
clauses on both fuel and labor. The association provides them with 
working capital and spare parts and pays all taxes and other inci- 
dental costs on the operation of the plant. 

In addition for the profit in operating the plant the power company 
may divert into their own system for sale to their customers all excess 
output the plant may develop up to 50 million kilowatt-hours an- 
nually of which they do not pay the Colorado-Ute co-op anything. 
They also have free use of the co-op’s transmission line at no cost to 
them. The transmission line is to be constructed, maintained and 
operated by the co-op without any expense to the power company. 

In addition to the above conditions, the Colorado-Ute Electric 
Co-op must pay the Western Colorado Power Co. $18.50 per kilowatt 
annually for the power company’s combined plant capacity in the 
following manner: 

The total rated capacity of both the Colorado-Ute Electric’s new 
plant and the combined capacity of the power company’s old plants 
(some dating back before the turn of the century) is added together. 
This total capacity is divided by one-half and then the annual demand 
of the smaller user (in this case the co-ops) is subtracted from the 
sum of the one-half of the total, the difference between the lesser 
demand and one-half of the total capacity times $18.50 is what the 
lesser user (again the co-ops) must pay the other partner (in this case 
the power company). This amounts to a condition wherein the co-ops 
are paying an annual standby charge on power company generating 
plants, so obsolete and wornout that it is doubtful if they could be 
placed in operation if a call was made on them. At least we can be 
reasonably sure that a new generating plant after going through its 
testing per iod will not be required to ~ shut down for repairs for 
at least 5 years, after operation begins. I dare say that after 5 years 
of being idle, the power company’s plants will be inoperative. 

To make matters worse the following incident recently occurred, 
although the Western Colorado Power Co. claims to be so short of 
generating capacity that they find it neecssary to drop loads, such as 
the Empire Electric Association and the San Miguel Power Associa- 
tion for periods up to 7 hours. They are still attempting to discredit 
the REA co-ops through promises to take on more and larger loads. 
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The city of Delta, which operates a municipal generating plant is 
in the market for additional capacity and if the price is fair would 
just as soon purchase a block of capacity instead of adding capacity 
to their own plant. The Delta-Montrose Rural Power Lines Associa- 
tion offered to sell the city this additional capacity after the Colorado- 
Ute plant was constructed. The city after several months of nego- 
tiations have tentatively agreed to the purchase of 500 kilowatts of 
capacity at 100 percent load factor from this co-op. This fact is 
made a part of the record of the Delta city council meeting held April 
22, 1953. The Delta-Montrose Rural Power Lines while reluctantly 
agreeing to the partnership agreement with the power company as 
proposed by the Administrator of REA had in mind and planned to 
provide the capacity the city of Delta requested. This arrangement 
would benefit both the city and the co-op as the city would obtain a 
block of power at a cost considerably less than present costs and the 
co-op would benefit by improvement of their load factor, which in 
turn would reduce the net cost of power to the co-op. 

On Wednesday, August 10, 1955, Mr. J. A. Bullock, manager of the 
Western Colorado Power Co., requested an audience before the Delta 
city council and proposed to sell them wholesale power in competition 
with the co-op’s proposal which had previously been given a great 
deal of publicity and of which Mr. Bullock could not have failed 
to been informed of. In fact, the co-op’s proposal was talked over 
during the council meeting wherein Mr. Bullock made the power 
company proposal. 

The following is a quote taken from the Grand Junction Sentinel, 
dated August 11, 1955. The quote is a part of a news story on the 
activities of the Delta city council meeting the previous night: 

J. A. Bullock, of the Western Colorado Power Co., at Montrose, met with the 
council and noted that the company had marketable power. He said he would 
consider sale of power and made a proposal later. 

Inasmuch as just a few days previous to Mr. Bullock’s meeting with 
the city council the Western Colorado Power Co. requested the Em- 
pire Electric Association and the San Miguel Power Association to 
pull their main switches as the power company did not have capacity 
to pull the load. Mr. Bullock’s promise to sell power to the city of 
Delta could only mean that he planned on selling them power from 
the Colorado-Ute co-op’s plant after it had been constructed. 

There are other indications that the present administration is work- 
ing hand in hand with the power company against the best interests 
of the cooperatives, one local instance I wish to bring out is the 
following: 

The REA has, for several months been attempting to force the 
Delta-Montrose Rural Power Lines Association to raise their retail 
rates. They have gone to the extent of using fictitious figures and 
requesting funds of the co-op’s be set aside in dormant accounts, in 
order to prove their case for our co-op to increase their retail rates. 
I have found out from good authority that the Western Colorado 
Power Co. have prepared an application to the State public utilities 
commission for a retail rate increase, but that this application is being 
withheld pending REA’s success in forcing this co-op to first increase 
its retail rates, resulting in bad publicity for the co-op and lessening 
the public’s adverse reaction to the following power company rate 
increase, 
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Our board of directors, and myself as superintendent, contend that 
we do not need to increase our retail rates. We can meet all of our 
obligations and keep our system in good condition under our exist- 
ing ‘rates. Since I have been the superintendent of this co-op we 
have never defaulted on our interest and principal payments to the 
(government, or to anyone else, and we will not do so, if left to operate 
aur system as the law intended without pressure from REA which 
would only benefit the power company. 

I actually believe that unless there is a change in the present REA 
policy in Washington we may very well see, in a very short time, 
the end of REA cooperatives, and an end to the wonderful benefits the 
co-ops have provided rural America. This is a strong statement, I 
am fully aware of, but the handwriting is already on the wall. The 
time is short. Thank you. 

Mr. Cuuporr. Do you have any questions, Mr. Moss? 

Mr. Moss. Yes; I have, Mr. Chairman. Mr. Peterson, getting back 
to this matter of urging that you increase your rates, is your REA 
presently in default ? 

Mr. Prererson. No, sir. 

Mr. Moss. Is it in a good financial condition ? 

Mr. Prererson. Yes, sir. 

Mr. Moss. Able to meet its obligations? 

Mr. Pererson. Yes, sir. 

Mr. Moss. You are only supposed to have a rate sufficient to meet 
those obligations? 

Mr. Pererson. That’s right. 

Mr. Moss. You are not supposed to set aside any profits. Are you 
following the usual custom of REA’s in insuring that you will meet 
your obligations ? 

Mr. Peterson. Absolutely. 

Mr. Moss. Then if you were forced to increase your rate, it would 
be primarily to lessen the spread between the rates you charge and 
the rates the power c ompany proposes to c ‘harge ¢ 

Mr. Pererson. That is my opinion. 

Mr. Moss. You referred to spite lines that were constructed. 

Mr. Prrerson. Yes, sir. 

Mr. Moss. Could you give us a little more detail on some of those 
spite lines ¢ 

Mr. Pererson. To begin with, the Delta-Montrose Rural Power 
Lines Association was limited to about 75 prospective members in a 
closely settled area. 

At that time these people had in the past for several vears been 
trying to obtain electric service from the local power company, the 
Western Colorado Power Co., and the price to them, the cost to 
them, to the individual, the farmer, was so great that they could 
not afford to pay the power company what they were asking to bring 
the line into them. 

Therefore an REA cooperative was organized soon after the REA 
Act was enacted. But especially in the organization of a new co- 
operative it takes a long time between the talking stage and the time 
that money is finally allocated to the project to begin construction. 

During that period the power company went out without even 
asking the people whether they wanted service or not, without even 
demanding that they make a deposit. They ran lines down the roads, 
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every road in the thickly settled areas, ran the services into the houses 
and in some cases even wired the houses for the people, whereas before 
the REA, the cooperative work was started, they were not interested 
in serving them wlhaniaaree. 

Now they only served the thickly settled areas. They didn’t go out 
to the fringe where—well, they wouldn’t even take places where they 
ran three to the mile. It had to be 5 and the 6 and the 8 consumers 
to the mile before they would construct any lines, and the lines they 
constructed are identified as spite lines inasmuch as it is very, very 
cheap type of construction, steel wire, poles a thousand feet apart, 
entvasnen poles, many of those things, in order to head off the REA 
from getting started. 

Mr. Moss. That has the effect of forcing up the rates for those who 
do take service from the REA’s? 

Mr. Pererson. The intended effect was to discourage the REA 
from even getting started. 

Mr. Moss. You stated that in 1954 recognition of your needs was 
made. Was that as a result of conversations with the REA people 
in Washington ? 

Mr. Pererson. That’s right. 

Mr. Moss. How long did you talk with them before an application 
was actually processed ? 

Mr. Pererson. I can’t remember the exact time. I suppose, and I 
am only guessing now, that probably it was in the neighborhood of a 
year, a year’s time. 

Mr. Moss. When the application was initially made on behalf of 
Colorado-Ute, was there any indication then that you would be ex- 
et to enter into a partnership arrangement with Western Colorado 

ower ? 

Mr. Pererson. When the application was made? 

Mr. Moss. When it was first made ? 

Mr. Prerrrson. Yes; there was that indication. I think at this 
meeting in Denver that the administrator attended and spoke at, at 
that time he indicated at least to me that he was not interested in 
making loans to a generating and transmission cooperative unless they 
could make some arrangements to tie in with some local power com- 
pany. 

Mr. Moss. You said you provided the spare parts and working 
capital and so forth for the power company in operating the plant 
you proposed building ? 

Mr. Prrerson. That’s right. There is a stockpile of coal and a 
stockpile of spare parts we provide with the plant. 

Mr. Moss. Those are supplied at the time and are not a part of the 
rate itself ? 

Mr. Pererson. No. 

Mr. Moss. And then do you have to maintain them or are they 
maintained from some trust fund that is set up ? 

Mr. Prrerson. They are maintained from a trust fund that is set 
up, unless it is major repairs. 

Mr. Moss. And those are charged, how, against you, against the 
co-op ¢ 

Mr. Prererson. Well, first the funds are taken out of the trust. fund. 
and of course if that isn’t sufficient, why the co-op has to put up 
the difference. 
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Mr. Moss. But any deficiency in the trust fund would be made up 
entirely by the a 

Mr. Pererson. That’s right as I understand it. 

Mr. Moss. Have you ever tried to compute the value to Western 
Colorado Power of the excess capacity from your plant which would 
be available to them if it was marketed over their lines at their usual 

rates ¢ 

Mr. Pererson. No. That would be rather hard to do at a minimum 
figure. You could arrive at it by multiplying the amount of kilo- 
watt-hours that they would receive annually or could receive annu- 
ally by what we are paying them for the generation of that same kilo- 
watt-hour of electricity. 

But their present cost is considerably higher than that, and by the 
fact that he can shut down existing plants, which are costly plants, 
they will gain a great deal more benefit than that. 

Mr. Moss, They < can avail themselves of a more modern, more 
economic plant. 

Mr. Pererson. That’s right. I might explain, sir, it won’t take 
but a minute, the Western Colorado Power Co., was originated 
through the purchase of individual municipal plants in small towns 
and tied together years ago, 30 years ago, with a very lightly con- 
structed ‘ienbdisdcakan line which has not been changed materially 
since that time, and here is a chance for them to get a new—and by 
the way, their existing lines are a 44-kilovolt line, and here is a chance 
for them to get 115- -kilovolt lines, new modernly constructed and a 
modern plant to go with it to take the place of existing what I call 
junk that they have now in operation. 

Mr. Moss. The value of that power in marketing and whatever 
value the lines have would be in addition to the 90,000 estimated 
profit they would make in ones the plant for you ¢ 

Mr. Pererson. That’s right. 

Mr. Moss. So the $90,000 merely represents an operating profit on 
the steam generating plant itself? 

Mr. Prrerson. That’s right, the difference between their cost of 
operation and what we pay them for the kilowatt-hours generated 
that we purchase from them. 

Mr. Moss. If you are operating the plant and selling the power to 
them under some interchange agreement, you might well be able to 
enter an arrangement much more advantageous? 

Mr. Pererson. I would think so, because we would surely not be 
obligated to furnish them free power over our transmission line 
without any wheeling charge if it were on the exchange of power setup. 

Mr. Moss. So you feel quite strongly that the arrangement, while 
the best you could get, is not the best you should have gotten had 
there not been the implication that you must have the partnership 
arrangement in order to get the loan? 

Mr. Pererson, That’s ‘Tight. 

Mr. Moss. That is all the questions I have. 

Mr. Cuuporr. Mr. Mollohan. 

Mr. Mottonan. No questions. 

Mr. Cuvporr. Mr. Knox. 

Mr. Knox. No questions. 

Mr. Cuvuporr. Mr. Hoffman. 
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Mr. Horraan. In your opinion, REA was forced to enter into 
that contract in order to get approval of the loan? 

Mr. Prererson. Yes sir: by implication. 

Mr. Horrman. Do you have any direct statements that were made 
by anyone ? 

Mr. Pererson. I have only in being present when Mr. Nelson made 
the statement that he was not interested in making loans to individual 
G. and 'T.co-ops, and he went ahead and cited cases—I don’t remember 
where it was, but cases here in the United States—where their generat- 
ing costs were a great deal more than had been anticipated, and there- 
fore he recommended very highly that we contact our local power 
supplier to see if we couldn’t make some kind of a working agreement 
with them. 

Mr. Horrman. Of course the recommendation is altogether differ- 
ent than pressure. Do you distinguish the two? 

Mr. Pererson. Coming from your banker it isn’t much difference 
in my mind, 

Mr. Horrman. So you give it as your opinion that Mr. Nelson did 
put pressure on the co-op -to enter into this contract before the loan 
was approved ¢ 

Mr. Pererson. Pressure by implication; yes, sir. 

Mr. Horrman. And when and where was that statement made, 
please ? 

Mr. Pererson. The statement that I heard personally was made 
here at Denver. [am not sure as I remember the exact date. It has 
been given earlier in the testimony here, but I believe it was in January 
of 1953, if Iam not mistaken, at a State REA meeting here in Denver. 

Mr. Horrman. Was a stenographer present ? 

Mr. Prrerson. I don’t know whether there was or not. I doubt it 
very much. 

Mr. Horrman. You don’t know, do you? 

Mr. Prererson. No, I don’t know. 

Mr. Horrman. Wasn’t that before you made your application for 
your loan, the date you have just given ? 

Mr. Pererson. Yes, it was before we made our application. 

Mr, Horrman. So he told you before you made an application for 
loan you would have to enter into an agreement with the power com- 
pany, didn’t he ¢ 

Mr. Prrerson. He suggested some kind of an agreement. 

Mr. Horrman. Yes. “Now haven't you got it right, that such an 
agreement was suggested, and at the same time it was also suggested 
and was subsequently suggested that you go to Iowa and learn from 
what experience the REA’s in Iowa had, whether or not it would be 
advisable ¢ 

Mr. Pererson. It was recommended to one of the members of the 
board, that he make the trip to Iowa, not me. 

Mr. Horrman. But I say the Washington REA made that recom- 
mendation and suggestion; didn’t they ? 

Mr. Pererson. As I understand it, they did; yes, sir, 

Mr. Horeman. Yes: at that same meeting. 

Mr. Pererson. At the same meeting? 

Mr. Horrman. Where you heard Nelsen make this statement ? 

Mr. Pererson. No. 

Mr. Horrman. Was that subsequently ? 
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Mr. Pererson. Subsequently, as I understand it. 

Mr. Horrman. And a member of the board did go; didn’t he? 

Mr. Pererson. One of the members of the organization went. 

Mr. Horrman. And did he make a written report when he came 
back ¢ 

Mr. Pererson. I don’t believe the report was in writing. He made 
an oral statement, if 1 remember right. 

Mr. Horrman. Was any action taken when he made the statement 
as to whether the board or the members of the REA approved or dis- 
approved of it? 

Mr. Pererson. I believe, if I am not mistaken, that there was a 
meeting at Nucla, Colo., and at that time a resolution was passed, 
of which you have seen a copy today, which gives the sentiments of 
the entire board at that time through resolution and, as I recall, the 

resolution was unanimous that we do not go into any kind of an agree- 
ment with the power company unless it is through an exchange of 
power and not through a partnership. 

Mr. Horrman. But subsequently you did go into an agreement 
with them; didn’t you ? 

Mr. Pererson. Subsequently with the power company ? 

Mr. Horrman. Yes. 

Mr. Perrerson. Yes. 

Mr. Horrman. Just when, then, with reference to when you entered 
that agreement, did Mr. Nelsen exert this pressure ? 

Mr. Prrerson. He exerted the pressure before the application was 
made. We were under the impression that it would not even do any 
good to make an application unless we were willing to negotiate with 
the power company for an agreement. 

Mr. Horrman. Was there ever any difference of opinion in the 
members of the board as to whether you should or should not enter 
into such an agreement? 

Mr. Pererson. I can’t recollect any meeting we had but what the 
board was unanimous against going into a partnership with a power 
company, unless it was absolutely necessary to get the loan. 

Mr. Horrman. Now, another subject. 

A little while ago, as I understood you, you said that the power 
company came in and, while prior to your entrance into the picture 
they had required something like four customers to the mile, they 
disregarded that when they were building. 

Mr. Pererson. That isn’t what I said. 

Mr. Horrman. I mean eight. 

Mr. Pererson. If I may ‘Tepeat, I said that when they built the 
spite lines, they built it into the area only where they could obtain 
4 to 5, sometimes 8, consumers per mile. 

Mr. Horrman. I didn’t get the 4 and 5 before, I just got the 8. 

Mr. Pererson. It varies ; considerably. 

Mr. Horrman. Usually it was eight; wasn't it / 

Mr. Pererson. I won't say “usually.” 

Mr. HorrmMan. For instance, the post office, before they will extend 
a line, they want 3 to a mile, don’t they, and the power companies, 
private power companies, usually want 8; don’t they ? 

Mr. Perrrson. I don’t know what the private power companies 
usually want. 
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Mr. Horrman. But your people are building where there is four 
to a mile; aren’t you? 

Mr. Pererson. Less than that. 

Mr. Horrman. What would you say was the average? 

Mr. Pererson. Well, on our particular co-op, I can only speak 
for it, we are running now a trifle under three to the mile. 

Mr. Horrman. And what is the average return per month? 

Mr. Peterson. Per consumer? 

Mr. Horrman. Per mile; yes, per consumer. 

Mr. Prrerson. Per consumer, it runs in the neighborhood—it varies 
somewhat during the season, but it runs in the neighborhood of $8 per 
month. 

Mr. Horrman. And you can say you can operate at a profit with four 
on the line at that rate? 

Mr. Prrerson. Not at a profit, sir; just break even. 

Mr. Horrman. Break even? 

Mr. Pererson. Yes, sir. 

Mr. Horrman. Actually, who owns the assets of your organization ? 

Mr. Pererson. The members of the cooperative own it. 

Mr. Horrman. That includes every fellow that gets current ? 

Mr. Pererson. That’s right. 

Mr. Horrman. And is there any authority in the co-ops to deter- 
mine what becomes of the assets when they quit doing business? 

Mr. Pererson. When who quits doing business ? 

Mr. Horrman. The co-op. 

Mr. Pererson. I don’t believe there is anything in the act or any- 
thing in it that I have every heard of, of the co-ops stopping doing 
business. They plan to continue doing business. 

Mr. Horrman. I know they do, but suppose it becomes unprofitable 
and the co-op finally decides they want to cease doing business, isn’t 
it true that under the practice the fellows who are then in get the 
assets ¢ 

Mr. Pererson. No. There is a system set up, what is called capital 
credits, so that if there are at any time, which hasn’t happened on our 
cooperative, an excess over cost of operation, then that excess is pro- 
rated back to the members in accordance to the amount of electricity 
they have paid for during that year. 

Mr. Horrman. That comes either in the nature of a dividend or re- 
duction in the rate; doesn’t it? 

Mr. Pererson. It comes in the nature of a dividend, if it were to be 
paid ; yes. 

Mr. Horrman. And if it isn’t paid, it goes to an accumulation of a 
surplus or an extension of the plant? 

Mr. Pererson. There is a possibility that it could go to the extension 
of the plant; yes. 

Mr. Horrman. Or a surplus? 

Mr. Peterson. There is no provisions made for a surplus over nor- 
mal operating surplus. 

Mr. Horrman. So that the main difference between the private com- 
pany and the co-op is that in the private company there is a dividend, 
in the co-op there is a cheaper rate; is that it? 

Mr. Peterson. Well, not necessarily. When you say “cheaper,” 
I assume you mean cheaper than the private power companies. 

Mr. HorrMan. Yes; sure. 
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Mr. Pererson. That is not necessarily the case, for the simple rea- 
son that the power company takes the cream of the crop, the industrial 
load primarily, the commercial load, the thickly settled areas and, of 
course, we are forced to take the skim milk or the thinly settled areas, 
farming areas, and therefore the result of that is that actually our 
consumers pay a higher rate than they would through the power 
company. . 

Mr. Horrman. What? 

Mr. Pererson. That’s right. 

Mr. Horrman. You mean a fellow on an REA line pays more for 
his current? 

Mr. Peterson. Yes, sir; on our REA. 

Mr. Horrman. I always thought it was cheaper. Why, look 
here 

Mr. Peterson. I have with me a curve. 

Mr. Horrman. I am not disputing it. I am just learning something 
here. 





The Colorado-Ute Association was formed to supply the rapidly increasing 
needs of southwestern Colorado with adequate, cheap electric power. 

Now, if it is costing more—— 

Mr. Pererson. Sir, you are confused. 

Mr. Horrman. I guess so. In fact, I will admit it. 

Mr. Pererson. I am talking about the consumers of the Delta- 
Montrose Rural Power Lines Association. You are talking about the 
consumers of the Colorado-Ute Association. 

Mr. Horrman. I am talking about co-ops generally. I didn’t have 
any one particular thing in mind. 

Mr. Prrerson. There are two distinctions. One is a distribution 
co-op, the other is a generating and transmission cooperative. It is 
e ntirely possible you could have cheaper rates from a generating trans- 
mission co-op than you could purchase from a power company. 

Mr. Horrman. I didn’t ask any of that. What I am trying to learn 
is—and I am on 2 rural co-op Tines in my home State, and I am a 
member of either 3 or 4 co-ops, and once in a while I get a dividend. 
I got one of 78 cents a while ago. 

What I am wondering is this: I am also on Consumers; I ought to 
know, but, as a rural, do I pay less if I am a co-op for the current to 
my farm if I buy of them than I would if I buy of Consumers? 

Mr. Pererson. I can’t answer that question, sir. I don’t have any 
information as to your own cooperative. It varies between coopera- 
tives. I can only speak for the cooperative of which I am a super- 
intendent. 

Mr. Horrman. As I understand it, your co-op consumers pay more 
than they would if they bought from a private company ? 

Mr. Pererson. That's right. 

Mr. Horrman. Well, what is the use of buying of you, then? 

Mr. Pererson. Because they cou!dn’t get it any other place. 

Mr. Horrman. Couldn't get it any plac e else? 

Mr. Pererson. Right. 

Mr. Horrman. Then you are exercising the powers of monopoly. 
That is what it boils down to. I think that is all. 

Oh, one other question. Do you want to extend your lines in to get 
the industrial load ? 
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Mr. Pererson. If there is any industrial load which happens to 
appear alongside of our existing lines where we can build to the load 
cheaper than the power company can, I think we should build to 
them. 

Mr. Horrman. Then you would be taking the cream off of their 
business and letting them have the skim milk? 

Mr. Pererson. I am speaking of new industries. 

Mr. Horrman. That’s all. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. Well, there are some restrictions in the original REA 
act which prevent you from going into communities above, what is 
it, 1,500? 

Mr. Peterson. That is right. 

Mr. Horrman. Oh, we can get that amended. 

Mr. Jonas. And serving people who receive power from central sta- 
tions? 

Mr. Peterson. That is right. 

Mr. Jonas. Those provisions in the act restrict your activities right 
considerably ; don’t they? 

Mr. Peterson. No; they haven’t ours, because we don’t have any 
towns of that size or larger that have applied for service. 

Mr. Jonas. It would restrict you if you had communities of that 
sort in your service area. You wouldn’t be able to serve them. I 
thought that was one of the reasons you were advancing for the higher 
rate, the higher retail rate, you have to charge the customer. 

Mr. Pererson. No. 

Mr. Jonas. Did Mr. Nelsen advise you that from the experience 
they had had with other G. and T.’s who were in the generating busi- 
ness, that he thought it would be better for you not to actually try 
to operate the generating system yourself, but to make the partner- 
ship arrangement with the private power company ¢ 

Mr. Pererson. That is right. 

Mr. Jonas. That is, in effect, what he had in mind ¢ 

Mr. Pererson. That is right. 

Mr. Jonas. And that is, in general, the sort of statement that he 
made to you? 

Mr. Peterson. That is right. 

Mr. Jonas. And did he cite instances in which G. and T.’s, the gen- 
erating costs, had exceeded expectations? 

Mr. Pererson. Yes; he did, and I can’t remember the G. and T. he 
was speaking of, but it runs through my mind it was in Texas. 

Mr. Jonas. But he did cite some to you? 

Mr. Prrerson. He cited one. 

Mr. Jonas. And stated that it was the experience of his office that 
it would be better for you in the long run to make an agreement for the 
operation of the generating plant by a private utility that had ex- 
perience in the field, than to try to do it yourself? 

Mr. Pererson. Based on the experience of this one cooperative that 
he mentioned. At that time he did not have, to my knowledge, any 
information as to the possibilities of this cooperative. 

Mr. Jonas. You said you had been urged to increase your retail 
rates? 

Mr. Pererson. Right. 
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Mr. Jonas. What are your rates now? 

Mr. Pererson. I don’t know as I can—wait a minute; I can quote 
you our residential rate. I can’t quote you all of our rates, but our 
resident rate is the first 50 kilowatt-hours is $3.25 minimum billing, 
next 50 at 4 cents, next 100 kilowatt-hours at 214 cents, and all over 
200, 1.7 cents per kilowatt-hour. 

Mr. Jonas. What is your average use? What does the average con- 
sumer use? 

Mr. Pererson. That varies during the year, but at the present time 
it is running in the neighborhood of 250 kilowatt-hours. 

Mr. Jonas. Who advised you to increase these rates ? 

Mr. Prrerson. The Administration, REA. 

Mr. Jonas. I mean who, what individual 

Mr. Prererson. We were advised by mail, signed by a Mr. Keffer, 
Guy Keffer. 

Mr. Jonas. Do you have the letter? 

Mr. Pererson. Yes; I think I have the letter. It may take me some 
time to find it. By the way, we have had several correspondences on 
that particular item. 

Mr. Jonas. What was the reason for the advice as stated in the 
letter? Did it give a reason? 

Mr. Peterson. The reason they gave in their letter, and I believe I 
have it here; it is dated June 30, 1955. 

Mr. Jonas. Is that the letter that you had reference to a minute ago ¢ 

Mr. Pererson. Yes, sir. 

Mr. Jonas. Just read it, please. 

Mr. Prrerson. It is quite lengthy. 

Mr. Jonas. I would like to see it, if you don’t mind. 

Mr. Cuuporr. You can read it if it is no more than 2 pages. 

Mr. Pererson. It is 2 pages, and a proposed rate. 


Subject: Colorado 20 “L” Delta. 
Mr. GILBertT G. BLANCHARD, 
President, Delta-Montrose Rural Power Lines Association, 
Delta, Colo. 

DEAR Mr. BLANCHARD: Our letter of June 24, 1955, informed you of the ap 
proval of the “L” loan and pointed out the full amount of the loan has been 
placed under stop order until it can be determined your association’s revenues 
will enable the repayment of the United States Government’s loans within the 
loan period. It was determined this would require a rate increase even without 
a new loan. 

An analysis of your operations for the years 1953 and 1954 shows the following: 





1954 1953 
Operating revenues Sate ; aes : $199, 248 $189, 038 
Less cash expense ‘ mada’ 144, 723 139, 007 
aes a “ 
Net revenue as : | 54, 525 50, 031 
Less debt service. - i : - | 57, 934 38, 562 
Cash available £- (3, 409) | 11, 469 
Less renewal and replacement fund (estimated 12, 022 7, 126 
po Ce a (15, 431) 4, 343 


According to the audit recently completed, operations on an accrual basis for 
the 15-month period ended March 31, 1955, resulted in a deficit of $11,591 
increasing the accumulated deficit at the close of the period to $134,160. The 
operating deficit for the year 1953 was $10,833. 
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REA recommends that general funds on hand to be adequate should equal an 
amount one and a half times the monthly operating expenses, not including 
taxes. In your case this would have required an average monthly figure of 
$15,954 for the year 1953 and $16,537 for 1954. 

The actual average figures for your general funds on hand at the end of the 
month were $6,243 and $7,503, respectively. 

Your association does not have a renewal and replacement fund which in your 
particular case should have reached a figure of approximately $89,000 as of 
December 31, 1954, which should be segregated from other cash and available 
fur financing the renewal and replacement of plant. Loan funds cannot be 
used for this purpose. It is obvious that unless relief is provided in the form 
of decreased expenses or increased revenue, or a combination of both, your 
association will eventually reach a point where there will be a default on the 
United States Government’s loan. 

Our projection of your actual cash position through the year 1964, using 
the existing retail rates, shows that you will have deficit margins each year 
even with the cheaper power furnished by Colorado-Ute. In order to remain 
solvent an increase in revenue is clearly indicated, unless wholesale power could 
be secured at a rate similar to the Bureau of Reclamation’s rate which at this 
time appears out of the question. 

Therefore, after the above study and analysis, the suggested retail rate was 
used in our feasibility study. It was considered necessary to secure the addi- 
tional revenue to avoid endangering the loan security. 

We are enclosing a copy of the retail rate schedules used in the “L” loan 
feasibility study. These rates were, on the whole, designed by our retail rate 
section and are made up to increase revenues by the amount which we consider 
necessary to put your association in a favorable cash position and to remove 
the possibility of default. 

In the proposed farm and nonfarm residential schedule we have retained the 
1.7 cent charge in the last block although we believe that an increase to 2 cents 
could be justified. By retaining the 1.7 cent charge in the last block, increased 
consumption will be encouraged. 

We believe the proposed rates will provide the needed increase in revenue 
without discriminating against any class of consumer. We urge your board of 
directors to give this rate recommendation careful consideration and take neces- 
sary steps to increase revenues to meet all your financial requirements. 

Very truly yours, 
E. G. KEFFER, 
Head, Operations Section. 

Copy to: Mr. John L. Burritt, secretary-treasurer Delta-Montrose Rural Power 
Lines Association, 262 Main Street, Delta, Colo. 

And the rate is on the next sheet that they recommend, if you would 
like to have me read that. 

Mr. Jonas. No. 

What did he say your accumulated deficit is? 

Mr. Pererson. $89,000. 

Mr. Jonas. $89,000. 

So if you accept his figures as correet--—— 

Mr. Pererson. I don’t. 

Mr. Jonas. You don’t ? 

Mr. Pererson. No. 

Mr. Jonas. You don’t agree with the audit? 

Mr. Prrerson. That isn’t the audit. That is his figures. Our 
auditor did not agree with him, either. 

Mr. Jonas. What does you audit show your accumulated deficit 
to be ¢ 

Mr. Pererson. I don’t know as I have that information available 
at this time, sir. I could mail it to you, if you would like to have it. 

Mr. Jonas. I think we agreed a minute ago that the figures showed 
your accumulated deficit to be eighty-some-thousand-dollars, but he 
says here it is $134,160, 
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Mr. Pererson. He did not take into consideration certain funds 
that we have available that he did not account for. For instance, 
we have an investment fund of $60,000. 

Mr. Jonas. Investment fund ¢ 

Mr. Pererson. That’s right. That is invested in savings and loan 
association, drawing 314 percent interest. We also have a backlog 
of around $100,000 of work orders which are approved and can be 
sent in to REA for funds already loaned. “Requisition” is the word 
I was trying to think of. 

Mr. Jonas. Do you mean to increase your loan ? 

Mr. Pererson. No. That is money that has already been loaned 
but has not been drawn by the association. 

Mr. Jonas, Well, that is not net income to you. That is just taking 
up a loan you heretofore negotiated, isn’t it ? 

Mr. Pererson. That ssi neathis we have spent out of our general 
and operating funds in the neighborhood of $100,000 which can be 
replaced from loan funds, that is, of a loan which has already been 
made in 1950. 

Mr. Jonas. You mean you borrowed additional money in 1950 and 
still have not obtained all of the funds? 

Mr. Pererson. That’s right. We are right at the point now where 
we have just about used up all of those funds and have made — 

cation for additional funds. The application, under the new loan, has 
bales granted with a stop order. 

Mr. Jonas. Did you answer this letter 

Mr. Pererson. Yes, sir; that is what I was trying to find here a 
moment ago. I was sure that I had it with me but I don’t seem to be 
able to find it at the moment. 

Mr. Jonas. I certainly think you ought to put it into the record, 
because if the figures given in this letter are anywhere near correct, 
I don’t blame the Administrator for advising you not to go into the 
generating business, if you are accumulating that much deficit just 
distributing the power to your consumers. 

Mr. Pererson. As I said before, we do not agree with his figures. 
For instance, the record he shows there, some of those figures that he 
shows here as 1954 figures are actundty 1953 figures. Some of the 
figures he shows 1953 are actually 1952 that were supposedly taken 
off of our operating report, which they get every month. He wrote a 
letter in reply to my letter, : admitting that he made errors. 

Mr. Jonas. Do you have that letter? Did he withdraw the sug- 
gestion that you increase your income or reduce expenses ¢ 

Mr. Pererson. Yes; I have that letter. Do you wish to have it 
read ? 

Mr. Jonas. You mean, you have the second letter he wrote in answer 
to your letter answering this one ? 

Mr. Pererson. That’s right. 

Mr. Jonas. We ought to have your letter, to keep it in chronological 
order, but it is all right with me for you to read the second letter. 

Mr. Cuvporr. You can supply us with that missing letter, can’t 
you, send us a copy ¢ 

Mr. Pererson. I can send a copy of that. 

Mr. Cuvuporr. It will be received. 
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(The document supplied by Mr. Peterson is as follows:) 


JULY 26, 1955. 
Subject: Colorado 20 L Delta. 
Mr. FE. G. Kerrer, 
Head, Operations Section, Western Area Office, 
Rural Electrification Administration, 
Washington 25, D.C. 

DEAR Mr. KeErFeR: The contents of your letter of June 30, 1955, addressed to 
Mr. Gilbert Blanchard, president of the Delta-Montrose Rural Power Lines As- 
sociation, Delta, Colo., was read to and fully discussed by the board of directors 
of this association at a special meeting of the board held yesterday (July 25, 
1955), resulting in the board requesting me to make this reply. 

Inasmuch as I cannot reconcile the figures you used on page 1 of your letter 
above referred to a8 an analysis of the operations of this association for the years 
1954 and 1953 and also other figures embodied in your letter and inasmuch as 
these same figures did not correspond to figures that should be the same as certi- 
fied to by our auditor (Peat Marwick, Mitchell & Co.), I have referred your 
letter to our auditors, resulting in a letter of comments addressed to the presi- 
dent of our association, read and discussed at yesterday’s board meeting. 

I do not know if you made an error in transferring figures from our reports, 
or there was some reason for using improper figures to indicate a progressive 
pessimistic operation of our association to substantiate your contentions that 
our retail rates should be increased. The correct figures to use as an analysis of 
our operations are as follows: 














1955 (esti- 
mated) ! 1954 1953 
Net revenue (gross less cash expenses) ---.......-...-.----.-- $64, 914 $54)525 $50, 031 
Add anne vores (principally interest income on 
investments) - =a on ge- == 7 ear aei one 2, 352 2, 431 2, 383 
IU sis oar i ia rae cas ch Se Pee: ee 67, 266 56, 956 52, 413 
Lens Gen’ SEP VIC® POUBITOTIONNS.. ... .onc cicn cen cndcccctcccesaces 57, 933 48, 435 51, 077 
Cash available_____- 9, 333 8,521 nay 1 336 
Less renewal and replacement fund (estimated at 1 percent of 
"| es Ce er ee eae 12, 800 12, 000 11, 200 





Deficit in cash and replacement fund. --......-...--..-- 3, 467 3, 479 9, 864 


' In estimating 1955 operating expense and revenue, the following method is used: 
1. Revenue and expense for Ist 6 months of 1952, 1953, and 1954 were compared to the total revenue and 
expense for the full years stated above, 
Using this percentage applied to 1955 the result gave us the expected 1955 revenue and expense. 
. An additional revenue, amounting to $600 was added to 1955 revenue, as this is an additional revenue 
from telephone joint use agreement for 1955 which did not apply in previous years. 


The above figures indicate that instead of progressively showing a larger 
deficit during the last 3 years the deficit is progressively becoming smaller. 

The following tabulation is the actual payments made to REA for interest 
and principal (debt service) made during 1958 and 1954. Again these figures 
do not correspond to the figures you set forth as debt service during these 
corresponding years. 




















Interest 
Principal | Current ay Deferred | Total 
| 

1953—January_. BR isdec fies h toil Sa 6, 888 | 3, 407 | 2, 491 | 12, 786 
April... _- : oe oeaaa 6, 460 | 3, 824 2, 491 | 12, 775 

July __-- ; ; 7 6, 377 | 3, 895 2, 491 12, 763 
October... sek Peace etal 6, 408 3, 853 | 2, 492 12,753 
Total. _- 26, 133 | 14. 979 | 9, 965 | ‘51, 077 
1954—January.. ..----| 6442| 3,906| 2401 12, 739 
| ee ‘ , 6, 597 3, 639 | 2, 491 12, 727 
July___- ee 6, 506 | 3, 708 2) 364 12, 578 
October... \ a teen 6, 540 | 3, 673 | 178 10, 391 
I ote icc, 2 Ae, ee 7, 524 | 48, 435 
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As to future debt service requirements, we expect, for the years 1955-59 they 
will amount to $57,983.48 per year. Annual debt service can be expected to 
increase in 1960 by approximately $4,950 making a total debt service after 
1960 of slightly less than $63,000 annually without regard to any further loans. 

Even though you do not take into consideration any increase in the net 
revenue due to increased sale of energy (which I don’t believe is realistic) our 
figures indicate that even at present high cost of wholesale power our annual 
deficit up to 1960 would only be a little over $3,400. This is allowing a 1 per- 
cent of plant value for renewal and replacement fund, although we are carrying 
on a preventive maintenance program which is a part of our operating expense. 

If we only use our normal increase in net revenue expense each year with 
our existing cost of wholesale power, it would only be a few years before there 
would not be any deficit. 

Taking into consideration a net decrease of less than $4,000 per year in our 
wholesale power costs, would also place us in a most favorable position up to 
the year 1960 if no net increase in revenue resulted during this period, as we 
have now reached maximum debt service under our existing notes with the 
exception of the small amount due after 1960. 

It is expected that even though a part of “L” loan will be used for system 
improvement which does not necessarily return additional revenue, we would 
not sign a contract with Colorado-Ute for wholesale power unless we were sure 
that by doing so our wholesale power costs would be reduced sufficient to ab- 
sorb this additional debt service requirement, besides reducing our wholesale 
power cost on existing debt service requirements. 

On page 2 of your letter of June 30, you state that your projection of our cash 
position through the year 1964, using existing retail rates, shows we would 
have deficit margins each year even though we received Colorado-Ute power. 
I am most interested in what figures you could have used to arrive at this 
conclusion. 

As to the figures in your letter regarding the status of our general fund and 
renewal and replacement funds, it is apparent that you overlooked the balance 
of other funds available to us for use for operating and replacement purposes. 

The following are additional funds available for the purpose mentioned above, 
which you did not consider : 


Invested in savings and loan associations__________~ ee ee 
Invested in construction work orders for which funds have not been 
advanced but are available in existing loan budget (in effect these 
are cash on deposit in Washington, not yet advanced by REA but 
subject to advance on deposit in the construction fund at the Grand 
Junction Bank) ~__~_____- aS ea : pie ole ee ee 


|) ee a at Soc it @tucoseop lesa. botemials.14.-. TERE 
Renewal and replacement fund requirement as per your letter___ _ 89, 000 


Surplus funds available over and above general fund balances 41, OO0 


This plus the amount in our general fund is substantially more than the 
sixteen thousand odd dollars indicated as necessary for current operating pur 
poses. 

Inasmuch as there seenis to be such a great difference between your figures 
and ours, our board of directors do not consider it necessury to consider the 
proposed rate increase at this time. 

Very truly yours, 
Fk. M. Pererson, Superintendent 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington, D. C., August 11, 1955. 
Subject: Colorado 20 Delta. 
Mr. F. M,. PETERSON, 
Manager, Delta-Montrose Rural Power Lines Association, 
Delta, Colo, 

DEAR MR. PETERSON: This will acknowledge your letter of July 26, 1955, per- 
taining to the operating analysis of your association and of the decision by your 
board of directors that they do not deem it necessary to consider the proposed 
rate increase at this time. 
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In our letter of June 30, 1955, to Mr. Gilbert Blanchard, president of your asso- 
ciation, we presented some figures regarding 1953 and 1954 operations which dif- 
fered somewhat from your auditor’s analysis. Some of our figures were incor- 
rectly stated and we regret this happening. Your actual operations for 1954 
was better than for 1953 and we concur with you in that respect. However, on 
the basis of our standards, a substantial improvement in net operating cash 
margins should be desired to avoid possible financial difficulties that might develop 
in future years. 

In accordance with your request, we are enclosing a copy of the cash projec- 
tion study which shows a deficit of $85,393 for the years 1955-64 based on your 
existing rates. Under the proposed rates the cash margin would amount to 
$186,000 for the same 10-year period. Your letter indicated we were not taking 
into consideration increase sale of energy. Our study has taken into considera- 
tion a yearly increase in consumers and kilowatt-hour consumption. As an 
illustration farm consumers for 1955 are shown as 1,903 and the monthly kilowatt- 
hour consumption at 269, whereas the year of 1964 shows 2,209 farm consumers 
using an average of 420 kilowatt-hours per month. The year of 1959 is the same 
for consumers and consumption as shown in our “L” loan feasibility study. The 
intervening years are based on straight-line interpolation. 

We are also enclosing statistical data upon which the cash projection was based 
including power-cost estimates. There is also an analysis of your debt service 
schedule by individual notes and years to the final payment in 1990. REA 
Bulletin 103-2R1 (use and investment of general funds) is also enclosed in the 
event you may not have previously received this bulletin. 

Your attention is called to several recommendations by REA in the enclosed 
Bulletin 103-2R1 which are hereby applied on the basis of your association’s 
operating and financial position as of June 30, 1955. 


1. General and operating cash: 


1% times June 1955 operating requirements (actual $12,150)---- $18, 225 
1 months loan amortization payments._....-...............-- 4, 828 
Total, general operating fund cash requirements_______---_--~- 23, 053 


2. Renewal and replacement fund: 
Retroactive basis at 1 percent of plant in service per year esti- 


MAREG: UE JUNOBO: WOOO ascacas eee Ss ee 95, 000 

3. Cushion of credit recommendation: 
Interest and principal payments required next 12 months_-______ 57, 933 
Total above: recommended funds... =.=... 175, 986 


Less the following: 
Present investment in savings and loan associations. $60, 000 
Anticipated reimbursement to general funds from 
existing budget per borrower’s statement _______ 70, 000 
General fund balance, June 30, 1955_.......--_____ 8, 854 
————-. 1388, 854 


Estimated deficiency of recommended fund bal- 
OE Ae ne  citinhtesi niche amie Acplsiilee tigen 37, 132 


By taking the deficiency of $37,132 and adding the estimated deficiency of 
$85,393 for the next 10 years of operation (1955-64) the total additional fund 
requirements amount to $122,525. Nonoperating revenue was excluded in the 
projection due to the uncertainties of such income. Future financial require- 
ments might force the liquidation of investments and thereby eliminate the in- 
come from those sources. Even by excluding our recommended cushion of 
credit amount of $57,933, there would still remain a deficiency of $64,592 of 
recommended funds through the year 1964. Maximum debt service will con- 
tinue for 8 more years after 1964. Consideration should therefore be given to 
the possibilities of cash requirements being somewhat in excess of cash receipts 
for the additional 8-year period. 

We also call your attention to the probability that the actual financial require- 
ments after 1959 will exceed the amounts shown in the enclosed study. This 
reasoning is based on our projection of increasing yearly kilowatt-hour con- 
sumption through 1964, whereas we have not provided for additional loan funds 
to bring the system capacity for adequate power and energy up to the estimated 
requirements beyond the year 1959. The yearly fixed costs and expenses in 
connection with the additional financial requirements to increase the system ca- 
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pacity will tend only to worsen the enclosed cash margin projection prepared by 
us. ‘The only additional investment we took into consideration in our study was 
an inerease to plant of $10,000 per year after 1959 to provide for member exten- 
sions along existing lines. As we did not provide for the estimated additional 
needed funds of $10,000 per year after 1959, your association would be required to 
use general funds or to borrow the additional financial requirements after 1950 

The feasibility study prepared in connection with your “L” loan showed a 
margin of $10,078 per year over the life of all the loans made to your association. 
This feasibility study was based on the revenue which would be derived in 1959 
and the necessary loans to provide for a system to meet the 1959 kilowatt-hour 
requirements. The margin of feasibility as shown in the “L” loan study is 
approximately a normal requirement. As this study was based on the recom- 
mended rate increase your “L” loan would not be considered feasible by using 
your existing rates. 

Adopting the recommended rate increase should permit your association to 
establish our recommended funded reserves and cushion of credit, would estab- 
lish adequate financial provision to meet most any unusual and unforeseen 
financial requirement. In addition, there should be adequate funded reserves 
to meet heavy future requirements for the replacement of plant through physical 
deterioration or obsolescence. 

The “L” loan provision regarding the $106,806.76 unadvanced loan funds at 
February 28, 1955, was that these unadvanced funds would be used to construct 
25 miles of line and to connect 150 new consumers. If it is your intention to 
reimburse general funds in the amount of $70,000 as stated in your letter, please 
inform us what effect this will have on your present budget purposes and to what 
extent it will reduce the 25 miles of line and 150 additional consumers as provided 
for in the “L” loan. 

We urge further consideration by you and your board of directors toward the 
establishing of a rate schedule which would provide the recommended funds 
previously stated. We will appreciate your views and comments and suggestions 
relative to our recommendations. 

Very truly yours, 
E. G. KErFer, 
Head, Operations Section, Western Area Office. 

Copy to: Mr. John P. O’Rourke, attoreney at law, Hupp Building, Montrose, 

Colo. 


DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
June 16, 1955. 


REA ButxetTin 103-2R1 


Subject : Use and investment of general funds. 


I. General 

A. The primary purpose of this bulletin is to set forth Rural Electrification 
Administration policy regarding the use and investment of borrowers’ general 
funds, including the use of general funds for financing extensions or additions 
to borrowers’ systems. 

B. “General funds” includes all the cash, and bonds or similar securities 
and investments which could be converted to cash, which are not held in 
Accounts 120.2 Cash—REA Construction Fund—tTrustee or 120.3 Cash—REA 
Installation. Fund as defined in REA Bulletin 181-1, Uniform System of 
Accounts. 

C. It is the responsibility of the borrowers to determine the proper and 
prudent use and expenditure of their general funds. However, the Rural Elec- 
trification Administration is properly concerned that investments and expendi- 
tures of general funds shall not impair the Government's security, the ability of 
the borrower to repay its notes as scheduled, or the accomplishment of the objec- 
tives of the Rural Electrification Act. 


II. Disposition and investment of general funds 

To the extent that such funds are available, it is suggested that disposition 
of general funds be made as follows: 

A. General and operating cash.—An amount at least equal to the cash ex- 
pected to be required for general and operating purposes in the following 
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month should be retained in general and operating cash accounts. In the 
absence of a detailed cash budget, a reasonable estimate of the amount ordi- 
parily would be (a) 1.5 times the average monthly cash requirements for gen- 
eral and operating purposes, plus (6) an amount equal to one-third the pend- 
ing quarterly payment due for interest and principal on the REA loan times 
the number of months since the last quarterly payment. 

B. Renewal and replacement fund.—Providing funds for future replacements 
of plant is one of the most important long-range. responsibilities of borrowers. 
The adoption and execution of appropriate policies for such a fund is strongly 
recommended by REA. 

1. As a minimum, it is recommended the cash representing 0.09 percent 
of the depreciable plant (other than production plant and general plant) 
plus an appropriate amount for production plant and for general plant 
should be added each month to the renewal and replacement fund (account 
114.2) to finance ordinary replacements up to an amount equivalent to the 
cost of the retired property. (“Ordinary replacements” does not include 
replacements made as a part of the system improvements program.) With 
respect to the amount for production plant, the amount should be based on 
experience of the borrower or the industry in general, and be developed in 
consultation with REA. Power-type borrowers having large investments 
in transmission plant may also find it desirable to develop in consultation 
with REA a special rate for establishing the portion of the reserve appli- 
cable to transmission plant. 

2. Borrowers are urged to give consideration to such factors as changes 
in price level which have occurred since the original items of plant were 
installed, and increased cost of piecemeal replacements. Borrowers may 
wish to increase the amount of the fund above the minimum level, so that 
it will be adequate to finance the entire cost of replacements. 

3. In case a renewal and replacement fund, conforming to the foregoing 
standards and appropriate to the age and condition of the system, has not 
been accumulated in prior periods, it is suggested that available general 
funds be transferred to the fund in an amount at least equal to the net 
sum which would have been accumulated in the fund had this policy 
been in effect from the inception of the borrower. 

4. The following comments pertain to use of the fund: 

(a) While some borrowers may prefer merely to make recommended 
additions to the fund, without making any withdrawals during the 
early years, it is recommended that the fund be used to finance the 
share of replacement costs for which the fund was established. Regular 
utilization of the fund will provide a helpful record for determining 
at some future time whether the rate of additions to the fund should be 
raised or lowered to maintain a sound financial structure. 

(b) Withdrawals should take into consideration the policies and 
financing program of the borrower, with special reference to its policies 
concerning additions to the fund. For example, if the amount added 
to the fund in reference to distribution plant is increased from 0.09 per- 
cent per month to an appropriately higher percentage, the amount with- 
drawn might be equal to the original cost of all replacements of 
distribution plant and not merely the original cost of replacements 
defined as “ordinary.” 

(c) In determining “original cost’”’ where original cost is used as the 
basis for computing withdrawals from the fund, it is reeommended that 
borrowers use the average historical cost as the original cost of prop- 
erty being replaced. With respect to distribution and transmission 
plant, borrowers muy wish to ignore both the cost of retiring the prop- 
erty and the salvage value of property retired in determining with- 
drawals from the fund, as a matter of simplifying procedures, and 
because they tend to offset each other, 

(d@) Amounts computed for addition to and withdrawal from the fund 
may be offset against one another to determine the net amount to be 
transferred to or from the fund, as a means of reducing the number of 
accounting transactions. 

(e) Cash transferred to the renewal and replacement fund should be 
invested promptly in securities of the United States or placed in deposits 
or investments insured by the Federal Deposit Insurance Corporation, 
or the Federal Savings and Loan Insurance Corporation, unless the 
need for such funds is so immediate as to make such investment inad- 
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visable. Deposits or investments in corporations insured by the Federal 
insurance corporations should not exceed the insured amount of such 
deposits or investments. 


C.-Remaining general funds.—General funds not retained as general and oper- 
ating cash, nor placed in the renewal and replacement fund, are available for 
extensions or additions to plant, cushion-of-credit payments on indebtedness to 
REA, and other appropriate and prudent corporate purposes. Primary con- 
sideration should be given to establishing a cushion of credit at least equal to 
the interest and principal payments required to be made in the next calendar 
year. REA strongly recommends that remaining -general funds not required 
for extensions or additions to the plant, or for equally appropriate and prudent 
corporate purposes, be used to create a cushion of credit on indebtedness to REA. 

I). Nothing herein contained shall prevent the Administrator from requiring 
advance payments to the extent permitted by the mortgage, or prevent the bor- 
rower from applying, at any time, all or any part of its general funds as advance 
payments on principal. 


III. Use of general funds for extensions and additions to plant 


A. Availability of general funds for such purposes.—In general, a minimum- 
level renewal and replacement fund is not adequate for use in financing replace- 
ments made as a part of a system improvement program. Also, borrowers are 
urged not to consider funds needed for working capital or retirement of indebt- 
edness, or amounts properly invested in the renewal and replacement fund, as 
available for investment in new facilities. ‘Remaining general funds,” as 
described in paragraph II C of this bulletin, and subject to the criteria herein- 
after stated, would ordinarily be considered as available for financing system 
improvements and new facilities, after establishment of an appropriate cushion 
of credit. Where a borrower has been furnished a “normal inventory” fund 
from loan funds, the normal inventory should ordinarily be considered as avail- 
able for the construction of extensions for which money has been provided in 
an existing loan. 

Each borrower is responsible for making sound and appropriate determi 
nations as to the availability of general funds for the construction of extensious 
and additions to plant. 

B. Approval of use of general funds.—To the extent required to permit the 
use of general funds determined by the borrower to be available for the construc 
tion of extensions and additions to plant, provisions in loan and security docu- 
ments requiring the prior approval of REA to the construction of extensions 
and additions to plant are waived, provided : 

1. The extension or addition is consistent with the Rural Electrification 
Act, and could be appropriately financed from loan funds consistent with 
REA policy, and 

2. The use of such funds will not result in a foreseeable default in the 
payment of any of the borrower's obligations, and 

3. The extension or addition is within the scope of the borrower's corpo- 
rate powers and applicable provisions, if any, of Federal and State law are 
complied with by the borrower, and 

4. The Administrator has not taken any specific contrary action, and 

5. REA procedures will be complied with in respect to such matters as 
the use of an approved system study, the obtaining of prior approval of 
estimate work orders or plans and specifications where required, the letting 
of contracts, the inspection of completed construction, the accounting for 
construction expenditures, right-of-way and title requirements, and con 
formance to REA construction specifications and standards. 

C. Reimbursement from loan funds—Reimbursement of general funds from 
loan funds will be determined in accordance with the REA policy establishing 
eligibility requirements for such reimbursement which existed at the time of 
the general funds expenditure for which reimbursement is sought. Reimburse 
ment is also dependent upon the availability of loan funds and the review of 
the loan application at the time the application is acted upon. Borrowers who, 
at the time of the expenditure, expect to seek subsequent reimbursement of 
general funds expended for extensions and additions to plant will be required, 
as a prerequisite to REA consideration of such reimbursement, to establish the 
following: 


71597—56 
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1. The expenditures sought to be reimbursed are for a purpose for which 
the Administrator is authorized to make loans, pursuant to the Rural 
Electrification Act of 1936, as amended, and 

2. The general plan or program of the borrower for expansion of. its 
system is known to REA, the extension or addition to plant is in accordance 
with such general plan or program, and is in accordance with REA policy 
and the objectives of the act, and 

3. The expenditures are for purposes within the borrower’s power under 
its statute, corporation articles, and by-laws, and 

4. Any necessary members’, directors’, or Commission approvals have been 


obtained. 


This REA Bulletin supersedes REA Bulletin 103-2, Administrative Bulletin 
6R1, and all other instructions in conflict with its provisions. 

Frep H. Strona, 
Acting Administrator. 


COLORADO 20 DELTA 


Basie data for preparation of study for operating and financial projection years 


1954_ 
1955 _ 


19°6 
1957 


1958 - 


1959... 


1960 
1961 
1962 


1963 _ _ 
1964 __ 


! Based on existing rates for 1954-56. 


NOTE. 


Total 
loans | 


1, 307, 990 
, 755, 990 | 
, 755, 990 | 
, 755, 990 | 
, 755, 990 
, 755, 990 
, 755, 990 
, 755, 990 | 
, 755, 990 
1, 755, 990 | 
1, 755, 990 | 


1 
1 
1 
1 
1 
1 
1 
1 


Electric 
plant in 
service 


1, 166, 740 
1, 224, 000 
1, 433, 000 


1, 504, 250 | 


1, 578, 350 
1, 654, 312 


1, 664, 312 | 


1, 674, 312 
1, 684, 312 
1, 694, 312 
1, 704, 312 


1954 through 1964 


] 





| 
Dis- Trans- | Per- 
tribu- | mis- | cent 
tion | sion | system 
miles | miles losses 


| 


12 
12 


Based on Ute power cost for 1957-64. 
We arrived at our cost per kilowatt-hour purchased in this study by using 80 percent of maximum 





| 
| 
| 
| 


Monthly 
load 
factor 


Percent 


PH OA Ow 


Whole- 
sale 
power 
cost ! 


0.0119 
0117 
0114 
.0106_ | 
01067 | 
.O10F8 
. 01054 | 
. 0105 

0105 
. 01048 
. 01046 | 


Annual 
kilowatt- 
hour re- 

quire- 
ments 


6, 878, 709 
7, 855, 855 
8, 833, 000 
9, 600, 000 
10, 135, 000 
11, 099, 000 
11, 730, 000 
12, 400, 000 
13, 000, 000 
13, 600, 000 
14, 261, 000 


demand and {2 of annual kilowatt-hour purchased to arrive at an average monthly bill for purchased 
power. 
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AUGUST 23, 1955. 
Mr. E. G. KEFFER, 
Head, Operations Section, Western Area Office, 
Rural Electrification Administration, Washington 25, D. C. 

Deak Mr. Kerrer: This is in reply to your letter of August 11, 1955, of which 
you presented copies for each member of our board of directors. The letter was 
discussed at length at our last board meeting, August 18, with the board voting to 
forego raising rates at this time, as we cannot yet agree with some of the figures 
you presented in your last letter and also it is entirely possible that certain 
adjustments can be made in our L loan application to make a retail rate raise 
unnecessary. The board and management believe that an increase now, in face of 
high costs to farmers and low income for farm produce, would tend to reduce 
our income instead of increasing income due to probable farm curtailment of 
energy use. 

In that your letter of August 11 was quite lengthy, I will attempt to answer it 
by referring to the paragraphs we do not exactly agree on. 


Page 2, item 1 B and item 8 
In item 1 B you set aside $4,828 for 1 month’s amortization payments Hfid in 


item 3 you set up $57,933 for 12 months’ principal and interest payment which is 
the same as amortization payments. Why the duplication? 
Second paragraph page 2, nonoperating revenue 

We cannot agree with you that we should ignore this item at least for a period 
of 2 years in advance. You have deducted this from both our 1954 and 1955 
general cash margin projection on page 3 of your tabulation. We have long ago 
received the revenue of nonoperating functions for the year 1954, one-half of 1955 
and in December will receive the other one-half of this annual revenue. In- 
asmuch as you claim we must keep on hand cash in such items as 1% times our 
monthly operating expense and 1 percent of plant account as renewal and re- 
placement, we surely would not have any call on our invested surplus funds even 
though it is on immediate call. 


Second paragraph, page 2, cushion of credit 

You state that “even by excluding our recommended cushion of credit amount 
of $57,933, there would still remain a deficiency of $64,592 of recommended funds 
through the year 1964.” We cannot visualize the need for this cushion of credit 
at this critical time, and with 16 years of operating experience back of us we 
cannot see any justification for this dormant cash fund. 
Page 2, last of paragraph 3 

We do not anticipate a large expenditure after funds set forth in L loan have 
been expended for system improvement, as a large percentage of L loan is set up 
for transmission lines and heavying up existing facilities which, when applied 


to the future load growth of the area we serve, will be sufficient to adequately 
serve the area. 
Paragraph 4, page 3 

The sum of $106,806.76 of unadvanced funds now available is being used and 
will be used to build to and connect new members not included on L loan 
application. 

With reference to your figure of $85,393 deficit for the next 10 years, you have 
used a percentage figure of 0.83 percent for operation expenses. We do not be- 
lieve this is an accurate figure as our past 644 years shows an average of 0.806 
percent resulting in a decrease of $4,804 lower than your figure. We cannot 
see any reason why the next 10 years should warrant greater percentage of 
expense than the last 61% years. 

The same reasoning applies to maintenance, you use a percentage of 0.65 
percent, our experience shows a percentage of 0.491 resulting in a decrease of 
$25,145 under your figure. Therefore, operations and maintenance for the 
next 10 years should be $29,949 less than your figures. 


Purchased power 

Through consultation with Mr. Laramore, of the firm of Laramore & Douglass, 
we have determined that by buying power from the Colorado-Ute Electric Associa- 
tion at one point of delivery and increasing the demand interval from our pres- 
ent 15-minute to the Colorado-Ute 30-minute demand interval we will realize a 
saving of $36,335 during the period from 1957 to through 1964. This should be 
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deducted from your figure of our power costs as you have applied Colorado-Ute 
rates to the same demand that would be used under the power company’s rates. 

One method to reduce the deficit would be to lower the expected investments of 
the L loan. REA has made this loan for $448,000 to carry on system improve- 
ments for the period ending in 1959. Since the loan has been made, the Colorado- 
Ute board has agreed to arrange to have Colorado-Ute facilities used in such a 
way as to eliminate the need for Colorado 20 Delta to construct a transmission 
line from Delta to Montrose, and the Montrose substation. This will lower our 
investment of the new L loan by $74,400 and $19,500, respectively. If necessary, 
we can also delete the new headquarters building, which drops another $80,000. 
These items lower our L loan investments $173,900. Taking your sheet showing 
the repayment of the L loan, and reducing it in proportion to the above amount, 
we find that the total repayment of the L loan will be $386,200, and the annual 
payment would be $12,900, or $7,186 lower annually than you figure for the 
repayment of the L loan assuming it to be all spent. 

Another item of expense, you indicate L loan payments to begin in 1960. As- 
suming that no requisitions will be made on L loan until at least the early part 
of 1956, the payments would not start until 1961 and during the year 1956 a 
small amount would be requisitioned. Probably not over one-half of L loan will 
be requisitioned by the end of 1957. 

We have gone through practically two-thirds of 1955 and our figures, based 
on actual operations indicate that your tabulations for this year is off a great 
deal. You indicate a red figure of $14,073 for the year without considering 
our nonoperating revenue (which we are sure of) we show a figure of $9,826. 
If you consider the nonoperating revenue the red figure will be only $7,473 
instead of $14,073. If you missed the years 1956 through 1964 as badly as 
1955, the end result will be considerably different from what you projected. 

Although our operations are much better than you have set forth, we can 
use your figure of $85,393 deficit and to offset this figure I submit a tabulation 
of the saving heretofore set forth. 


Maintenance and operation savings________-_____ $29, 949 
Colorado-Ute power (demand on 1 point of delivery eer ey 
By reduction of L loan 


Total ; a seated - in entce eg 


We have in mind other operating rev enues which we are not now at liberty to 
divulge that could possibly change the figure considerably. 

It seems to this ‘association that inasmuch as we are about to engulf in a 
new wholesale power contract, this would be a very improper time to raise 
rates, especially in view of the fact that by applying the figures herein set forth 
we will be earning a surplus. 

Very truly yours, 
F. M. Pererson, Superintendent. 

Mr. Jonas. You probably have it there and can’t put your hand on 
it at the moment. 

Mr. Cuvuporr. I think we ought to have it, to keep them in sequence, 
because the gap makes it ‘ather confusing. 

Mr. Pererson. I have Mr. Keffer’s letter of August 11, which is in 
reply to my letter, which is in reply to that, and then I also have 
before me my reply to Mr. Keffer’s letter of August 11, which is dated 
August 23. 

Mr. Jonas. What does he say in that August 11 letter? 

Mr. Pererson. This is addressed to me. 

Mr. Horrman. Mr. Chairman, I have a couple of witnesses that 
won't take over 7 minutes, the 2 of them, that I would like to call 
tonight. 

Mr. Cuvporr. Who are they? 

Mr. Horrman. They are co-op men. They are here and present. 

Mr. Cuvuporr. After we finish with these witnesses we will cer- 
tainly hear them. Co-op men in the area ? 

Mr. Horrman. Yes; right in this Colorado area. 
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Mr. Cuvuporr. I don’t see any objection te hearing them, previded 
we can finish in a reasonable time. I was just talking to this gentle- 
man now. He said, “What do you know about a night session?” I 
think we can finish by 6:30 if everybody will shorten up their cross- 
examination. Feel free to ask any questions you want to. 

Mr. Jonas. He has a three-page letter. I didn’t mean to get him to 
read all these letters. 

If you want to summarize it, and then put in the copy, that is all 
right. What does he say? You answered this letter of June 30 and 
told him his figures were wrong? 

Mr. Pererson. That’s right. 

Mr. Jonas. And gave him figures from your standpoint ? 

Mr. Pererson. That’s right. 

Mr. Jonas. Then he replied to that letter on August the 11th, and 
what did he say, in substance ? 

Mr. Pererson. May I read just a paragraph that has to do with 
that, then: 

In our letter of June 30, 1955, Mr. Gilbert Blanchard, president of your asso- 
ciation, we presented some figures regarding 1953 and 1954 operations which 
differed somewhat from your auditor’s analysis. Some of our figures were incor- 
rectly stated, and we regret this happening. 

Mr. Jonas. What does he say about the $134,160 of accumulated 
deficit? Does he deny that? 

Mr. Prererson (reading) : 

Your actual operations for 1954 were better than for 1953, and we concur with 
you in that respect. However, on the basis of our standard, a substantial im- 
provement in net operating cash margins should be desired to avoid possible 
financial difficulties that might develop in future years. 

Mr. Jonas. Does he withdraw the statement about the accumulated 
deficit ? 

Mr. Prrerson. I don’t see where he has made any reference to that 
whatsoever in this letter. 

Mr. Jonas. Then you answered that letter? 

Mr. Pererson. Yes, sir. I have the answer right here. 

Mr. Jonas. Has the issue ever been resolved ? 

Mr. Pererson. No, sir. 

Mr. Jonas. You are still discussing your financial condition with 
the office in Washington ? 

Mr. Peterson. That’s right. 

Mr. Jonas. And that is with Mr. Keffer? 

Mr. Pererson. Right. 

Mr. Horrman. Will you yield to me, to ask a question which you 
asked a while ago and which wasn‘t answered? Did Keffer ever with- 
draw his suggestion that you either increase your revenue or reduce 
your expenses, or is he still hanging to that ? 

Mr. Pererson. There has been no withdrawal and no further recom- 
mendation. I have not had an answer to my last letter yet. 

Mr. Jonas. In substance, what do you recommend in your last 
letter? 

Mr. Prererson. I recommend in my last letter that we cut down on 
certain aspects, certain items of our loan application. 

Keep in mind that they increased the loan over what we asked for 
originally. For instance, we asked for $60,000 for a headquarters 
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building. We needed it badly, but they increased that to $80,000, 
putting a stop order on it. 

I recommended in here, and the board of directors coneur in this, 
that we eliminate the headquarters building entirely, use the head- 
quarters building we are now operating in to reduce that amount of 
the loan. 

Through the Colorado-Ute organization, we are able to eliminate 
part of our transmission line that was lined up in our original appli- 

cation, so we can reduce that. And then I pointed out to him he 
ae in his projection here the same demand period, applying our 
future demand at the same demand period that the Western Colorado 
Power Co. uses against the Colorado-Ute, which is erroneous. 

It should be, instead of a 15-minute demand period, it should be a 
30-minute demand period. And instead of having 5 points of de- 
livery, having the 1 point of delivery under Colorado-Ute and taking 
advantage of the diversity in our system, we can reduce our operating 
expense by another $12,000 a year, 

Mr. Jonas. Let me ask you this, Mr. Peterson: You don’t have the 
impression, do you—and I got the inference from some of the ques- 
tions that were asked you that you had that impression—that the 
Administrator of REA was arbitrarily trying to get you to raise 
your rates in order to make the private power companies look good ? 

Mr. Pererson. That is my own personal opinion; yes, sir. 

Mr. Jonas. You don’t think they were really trying to get you on 
a firm, sound financial standing ? 

Mr. Pererson. No, sir; because we are on a firm financial condi 
tion. Had they used the figures that we supplied them through our 
operating report monthly, it would not have been necessary for him 
to have written the letter. 

Mr. Jonas. Have you been dealing with Mr. Keffer very long? 

Mr. Pererson. I can’t remember how long it has been since he was 
transferred from the office in Seattle—I think they had a branch 
office in Seattle—back to Washington, but I believe it was approxi- 
mately 3 years ago. 

Mr. Jonas. How long has he been with the REA? 

Mr. Pererson. I do not know that. 

Mr. Jonas. Was he with REA in Seattle, before he went to Wash- 
ington? You knew him there? 

Mr. Pererson. I did not know him, no, at that time, but I knew he 
had been there, and was there in charge of that office. 

Mr. Jonas. As a matter of fact, it is true he has been with REA 
for 10 or 15 years? 

Mr. Peterson. I don’t know. I have known him for approximately 
3 years; known of him. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Mr. Hoffman, I think you asked for the right to hear 
two witnesses; is that right? 

Mr. Horrman. Yes. 

Mr. Cuuporr. Would you give me their names, please? 

Mr. Horrman. If you will ‘produce them—I mean, if you will let 
them testify. 

Mr. Cuvporr. I mean, there is no secret about who we are going 
to call. If you don’t tell me their names, I am not going to agree you 
can bring some people out of a hat to testify. I would like to know, 
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first of all, their names, second, the co-op they represent, and thirdly, 
what they want to testify to. 

Mr. Horrman. They represent the Southeast Colorado Power As- 
sociation. 

Mr. Cuuporr. What do they want to testify to? If they want to 
testify on one side of the case—— 

Mr. Horrman. Does it make any difference whether they want to 
testify in favor of the Washington administration or against it? 
That doesn’t figure, does it ? 

Mr. Cuuporr. I am saying, in the orderly procedure that I have 
set up for these hearings, if they want to testify to the other side of 
the question, we will give them an opportunity to testify in Wash- 
ington on September 26 and 27. 

Mr. Horrman. They are here today. Their names—one of them is 
Myers. 

Mr. Cuuporr. And he represents what? 

Mr. Horrman. He is manager of the Southeast Colorado Power 
Association. 

Is it the attitude of the chairman that we are only going to call wit- 
nesses who will criticize Washington? Is that the attitude? Here is 
a power association right here, one of your local people—— 

Mr. Cuuporr. I want to say this to you, Mr. Hoffman. As a result 
of setting up our agenda, we have, after Mr. Peterson, eight wit- 
nesses. 

Mr. Horrman. These 2 won't take more than 7 minutes. 

Mr. Cuuporr. We certainly are not going to give somebody else’s 
time who requested some time ago to appear, to someone else. I don’t 
have any objection to hearing them, but they certainly could have re- 
quested of the subcommittee many months ago to be heard when we 
came out here, if they have a problem. 

Mr. Horrman. Your staff isn’t the only one that is entitled to sug- 
gest witnesses. 

Mr. Cuvuporr. I am not saying I am going to deny them the right; 
but I wanted to know who they are. 

Mr. Horrman. You want to continue the hearings until there is no 
time to hear them. 

Mr. Cuuporr. I am not going to do that. Iam willing to come back 
here tonight and sit as late as possible to hear them. Who is the other 
gentleman? Will he identify himself? 

Mr. Horrman. What do you want to do; go out and frighten him ? 

Mr. Cuvuporr. I am not trying to frighten anybody. I just want 
to find out who he is. 

Mr. Horrman. George Bevers; one of them is president, and the 
other is manager of the Southeast. 

All I want to ask them is whether or not they have had fair treat- 
ment. 

All the witnesses you have had so far have been squawking about 
Washington, how unfair it was. Now let’s see if that is all the kind of 
treatment that any of these co-ops got. 

Mr. Cuuporr. We are going to give Washington a chance to show 
how fair they have been to everybody. 

Mr. Horrman. Let them call in a few character witnesses. 

Mr. Cuvuporr. When we get to their side of the case. 
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Mr. Horrman. You didn’t, down in Atlanta. 

Mr. Cuuporr. Mr. Hoffman, if your witnesses will agree that they 
won’t-take more than 7 minutes, we will positively hear them. 

Mr. Horrman. All right. I will agree that that is all it will 
take for me to ask them. 

Mr. Cuuporr. Mr. Peterson, thank you very much for your 
testimony. 

Is Mr. Ivan Patterson in the room ? 

Mr. Horrman. I will also agree to restrain myself in the number 
of questions I am going to ask the others. 

Mr. Cuuporr. You don’t have to agree to that. I am just sug- 
vesting that you do. 

Mr. Horrman. I will try it, then. I want to be helpful. 

Mr. Cuuporr. Mr. Patterson, would you identify yourself for the 
reporter ¢ 


STATEMENT OF IVAN PATTERSON, MANAGER, EMPIRE ELECTRIC 
ASSOCIATION, CORTEZ, COLO. 


Mr. Parrerson. I am Ivan Patterson. I live in Cortez, Colo. 

Mr. Cuuporr. What is your capacity? Are you a member of a 
co-op ¢ 

Mr. Parrerson. That’s right. I am manager of the Empire Elec- 
tric Association at Cortez. 

Mr. Cuuporr. Do you have a statement you want to make before 
this committee ? 

Mr. Parrerson. I have some notes that I have written up during 
the hearing, and I also have some letters that I would like to present, 
letters in connection with the Utah Power & Light invasion of terri- 
tory that we were serving in Utah. 

Mr. Cuuporr. Would you proceed. 

Mr. Parrerson. The first letter I have is addressed to Senator 
Johnson, dated November 22, 1954, from Fred G. Aandahl, Assistant 
Secretary of the Interior. 

A copy of this letter came to my attention because we had been 
advised that the Utah Power & Light Co. was going to apply for a 
certificate of convenience and necessity for the acceleration of their 
tax amortization for the line that they wanted to build down to Monti- 
cello. The letter is rather lengthy, three pages, but the information 
contained 

Mr. Cuuporr. Do you think you can adequately give us the con- 
tents of the letter without reading it, or would you rather read it? 

Mr. Parrerson. I believe I could give you the contents in just a 
few words. 

Mr. Cuvuporr. Will you try to summarize it for us, and if you don’t 
think it is sufficient, we will ask you to read it. 

Mr. Parrerson. In this letter Senator Johnson had written to Mr. 
Aandahl concerning my protest which was sent to Mr. Arthur 
Flemming, Director of the Office of Defense Mobilization, under date 
of October 4, 1954, and which came into the hands of Mr. Aandahl, 
and Mr. Aandahl then wrote to Senator Johnson advising him that 
the Utah Power & Light Co. had proposed to construct 112 miles of 
132-kilovolt transmission line from Helper, Utah, to Moab, Utah, and 
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then 61 miles of 69-kilovolt transmission line from Moab to Monti- 
cello, and it was that 61 miles of line that we were protesting because 
that was invading territory in which we had invested large sums of 
money. . 

Apparently, the Utah Power & Light Co. had supplied Mr. 
Aandahl’s office with a lot of information concerning the facilities of 
their company and of ours, and made certain statements concerning 
our ability to furnish that service. 

My reply was dated November 29 in which I wrote to Mr. Aandahl 
that we were in a position to furnish this power in the area, that we 
had built lines there and were in a position to furnish the power, and 
protested the awarding of this certificate. 

I have identified these letters as No. 1 and No, 2. 

I have a third letter from Mr. Aandah] dated December 7, in which 
he makes statements concerning our ability to furnish this power 
to this atomic energy mill at Monticello, Utah, and still advising us 
that he intended to issue the certificate. That is labeled No. 3. 

My reply to that is short, and I would like to read it, as follows: 


Dear Mr. AANDAHL: Thanks for your letter of December 7 regarding the 
Utah Power & Light necessity certificate. 

In your third paragraph, you suggest that we have confirmed your statement 
that our present transmission and power supply facilities are inadequate. We 
cannot agree with such statement. 

On October 30 our board chairman, Mr. O. E. Schlegel, and I consulted Mr. 
Jim Bullock, general manager of the Western Colorado Power Co., eoncerning 
this load and were advised that they had enough extra power to handle this 
load until the Colorado-Ute could be in production. 

Our present transmission facilities are inadequate, however the Colorado-Ute 
transmission facilities will be able to handle this load and much more. 

We have been advised by Mr. Bullock that the power will be available, there- 
fore the Colorado-Ute will solve the transmission problem. 

We have no intentions of withdrawing our protest. 

Very truly yours, 
EMPIRE ELECTRIC ASSOCIATION, INC., 
I. W. PATTERSON, Manager. 


And I have a reply from Mr. Aandahl in which he more or less re- 
peats the statements in his letter No. 1 to Mr. Johnson, and insists 
that they are going to award the certificate. 

Mr. Jonas. Mr. Chairman, that letter doesn’t seem to be too long. 
I think he ought to read it. 

Mr. Parrerson. Yes, sir. 


DECEMBER 20, 1954. 

Dear Mr. PaTrTerson: We have your letter of December 10 which further 
protests the granting of a necessity certificate to the Utah Power & Light Co. 
for a transmission line from Helper to Monticello, Utah. We also note that you 
disagree with the statement in our letter of December 7 on power supply avail- 
able to the Empire Electric Association, Inc. 

Previous to the time our recommendations were submitted to the Office of 
Defense Mobilization, the president of the utility company informed this office 
that the utility, which is the only source of power supply for Empire Electric 
Association, Inc., does not have sufficient generating capacity available to meet 
any new blocks of industrial loads that Empire may be planning to serve from 
their present source of power supply, namely, the Western Colorado Power Co. 

Load and capability figures submitted by the utility were analyzed and com- 
pared with previous reports made to the Federal Power Commission. All avail- 
able load and capability data on the Western Colorado Power Co. indicated 
insufficient margins of reserve capability necessary to meet the power supply 
requirements of new blocks of industrial loads. 
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A firm power source is of utmost importance and must be available to meet 
new load demands. In the best interests of national defense, Utah Power & 
Light Co. was recommended as the logical source of power necessary for Atomic 
Energy Commission’s uranium ore expansion program in southeast Utah. 

Sincerely yours, 
Frep G. AANDAHL, Assistant Secretary. 


We failed there, and shortly after Mr. Vance Austin was appointed 
on the staff of this subcommittee, I wrote to him in a letter dated June 
15, 1955, as follows: 


DEAR VANCE: The Colorado-Ute loan papers were signed Monday and if 
everything goes as it should we may soon have a generating plant and trans- 
mission line. 

We lost the Monticello uranium mill load by a couple of mills on our rate, even 
though we figured down as low as Was safe. 

I believe that we would have had this business if the Utah Power & Light Co. 
had not received the certificate of necessity from the Office of Defense 
Mobilization. 

I would like very much to Know the amount or value of the certificate given 
the Utah Power & Light Co. to aid in the construction of the 138-kilovolt trans- 
mission line from Castle Gate, Utah, to Moab, together with the 69-kilovolt line 
from Moab to Monticello. 

We were not concerned about the 138-kilovolt line, but did protest the awarding 
of a certificate for the construction of the 69-kilovolt line from Moab to Monti- 
cello, which we considered in our service area. 

If you have access to this information, we would appreciate knowing the value 
of the certificate for the Moab-Monticello line, as the Utah Power & Light Co. 
were able to quote their regular industrial rate to the AEC for the Monticello 
mill, without adding charges for construction or connection. 

There is a possibility that the value of the certificate and the cost of Utah 
Power & Light Co. power for the operation of this AEC mill may cost the tax 
payers more than if Empire Electric had furnished the power. 

I do not wish to publicize this or to allow it to be known until we are sure 
that our suspicions are proved correct. 

If you can get this information please do. It would make good ammunition. 

We all wish you the best in your new position. 

Very truly yours, 
EMPIRE ELECTRIC ASSOCIATION, INC., 
I, W. Patrerson, Manager. 


Now Vance was not able to answer that. He turned that letter over 
to Mr. Charles A. Robinson, Jr., staff engineer for the National Rural 
Cooperative Association, and this is the reply : 


Dear Mr. PaTTersoN: This is in reply to your letter of June 15, 1955, to Mr. 
H. Vance Austin, which I have been requested to answer. 

According to the facts made available to us by the Office of Defense Mobili- 
zation, the Utah Power & Light Co. was granted, on January 3, 1955, a cer- 
tificate entitling it to depreciate over a 5-year period, for income tax purposes, 
SO percent of the cost of its transmission facilities from Castle Gate to Moab 
and from Moab to Monticello. The total cost of the facility is estimated at 
$1,955,800. The company asked that it be allowed to depreciate SO percent 
of this amount over the accelerated 5-year period, and this request was granted 
by ODM. The 80 percent figure is an unusually high percentage to be certified 
for rapid depreciation. The more usual figure is about 65 percent of the total 
cost of a particular facility. 

Please be sure to write to us again if we can be of further service to you 
in this matter. 

Sincerely, 
NATIONAL RURAL ELectTRIC CO-OP ASSOCIATION, 
By CHARLES A. Ropinson, Jr., Staff Engineer. 


Mr. Cuvuporr. Do you have any further comments on those letters, 
or are you going to talk about something else, Mr. Patterson ? 

Mr. Parrerson. I have made some notes. I am just checking to see 
if I have read everything that pertains to these letters. 
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Mr. Cuuporr. I want to put them in the record. That is why I 
am asking. 

Mr. Parrerson. In continuation of this discussion on the letters, 
the Empire Electric Association feels obligated to furnish service 
in the area that we have been allocated by the REA to render electric 
service. 

Our loan contract agreement states that we shall, upon application, 
extend the lines to consumers, making such applications, and we feel 
obligated in San Juan County, Utah, to extend our lines as we are 
the only utility in the area that seems interested in those farmers, and 
we did extend our lines to an area south of Monticello, north of 
Monticello, and east of Monticello. 

And as has been stated before, these areas are rather thinly popu- 
lated, and the density of farms per mile is very thin. We felt that 
this Atomic Energy mill load would help us financially to reach out 
in the thinner areas, and serve those farms that were not. yet served. 
We feel that obligation, and this certificate by ODM has made it 
yractically impossible for us to do that, because some of this choice 
ee has been taken out of our service area by the Utah Power & 
Light Co. 

That is all I have to say. 

Mr. Cuuporr. If there is no objection, those letters may be offered 
for the record. 

(The letters referred to not already printed are as follows :) 


DrcEMBER 10, 1954. 
Mr. Frep G. AANDAHL, 
Assistant Secretary, Department of the Interior, 
Washington 25, D. C. 

Dear Mr. AANDAHL: Thanks for your letter of December 7 regarding the Utah 
Power & Light necessity certificate. 

In your third paragraph, you suggest that we have confirmed your statement 
that our present transmission and power supply facilities are inadequate. We 
cannot agree with such statement. 

On October 30 our board chairman, Mr. O. E. Schlegel, and I consulted Mr. 
Jim Bullock, general manager of the Western Colorado Power Co., concerning 
this load and were advised that they had enough extra power to handle this 
load until the Colorado-Ute could be in production. 

Our present transmission facilities are inadequate; however, the Colorado-Ute 
transmission facilities will be able to handle this load and much more. 

We have been advised by Mr. Bullock that the power will be available, there- 
fore, the Colorado-Ute will solve the transmission problem. 

We have no intentions of withdrawing our protest. 

Very truly yours, 
EMPIRE ELeEctTrRIC ASSOCIATION, INC., 
I. W. Parrerson, Manager. 


P. S.—Enclosed is a copy of board resolution of December 9. 


* * « + * * & 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., December 7, 1954. 


Mr. I. W. PATTERSON, 
Manager, Empire Electric Association, Inc., Cortez, Colo. 
Dear Mr. Patrerson: This will acknowledge your letter of November 29, 1954, 
relative to recommending a certificate of necessity for the Utah Power & Light 
Co. to build a transmission line to Monticello, Utah. 
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Our recommendations were based entirely on the firm power requirements 
necessary to meet Atomic Energy Commission’s uranium ore development pro- 
gram in southeast Utah, which will start expanding in mid-1955 and reach the 
ultimate by late 1956. 

You have confirmed our statement that your present transmission and power 
supply facilities are inadequate and cannot be considered as a firm power source 
to meet the expected new loads that are developing within this area. However, 
we agree that Colorado-Ute can build transmission just as quickly as Utah 
Power & Light Co., but again we must consider the importance of adequate power 
supply. The Utah Power & Light Co. does have capacity immediately available 
and is a source of firm power supply for processing uranium ore in southeast 
Utah. 

Full consideration has been given your protest to the granting of a certificate 
of necessity to Utah Power & Light Co. and to your ability to service this new 
load. So far there is no definite information as to when the loan covering Colo- 
rado-Ute transmission and generating facilities will be granted. Therefore, they 
must be considered in the light of future developments. 

The utility company has been requested to submit detailed information in 
support of Mr. Jim Bullock’s statement to you and Mr. O. E. Schlegel, that West- 
ern Colorado Power Co. has enough extra power to handle the new load require- 
ments of Atomic Energy Commission at Monticello, Utah, until the Colorado-Ute 
generation could be in production. 

Should Mr. Bullock’s statement on the adequacy of available power supply 
be confirmed, you can be assured that a new study on power supply will be in 
order. 

Sincerely yours, 
FreD G. AANDAHL, 
Assistant Seerctary. 


NOVEMBER 29, 1954. 
Mr. Frep G. AANDAHL, 
Assistant Secretary of the Interior, 
Washington 25, D.C. 

DEAR Mr. AANDAHL: We have a copy of your letter to Senator Edwin C. John 
son relative to the approval of a certificate of necessity for the Utah Power & 
Light Co. to build a transmission line to Monticello, Utah. We are still protest- 
ing the extension of this transmission line. 

Your letter recites that our facilities and those of the Western Colorado 
Power Co. are inadequate. This we know to be true, which accounts for our 
upplication for the Colorado-Ute generation and transmission line. 

On the enclosed map is a rough outline of the Colorado-Ute 115-kilovolt trans- 
mission line and in red we have shown our proposed 44-kilovolt line from Dove 
Creek, Colo., to Monticello, Utah, and the reinforcing of our 44-kilovolt line 
from Lewis, Colo., to Dove Creek. 

We are not depending on our present facilities or those of the Western Colorado 
Power Co. to carry this load. 

The Colorado-Ute transmission line can be built just as quickly as the Utah 
Power & Light transmission line. 

We are concerned only about the area in and around Monticello, Utah, where 
we have 7.2/12.5-kilovolt distribution lines. 

The area around LaSal is in the territory served by the San Miguel Power 
Association at Nucla, Colo., who now have 14.4/24.9 distribution lines to LaSal 
and are serving subscribers in that vicinity. They also must be concerned and 
are being advised by a copy of this letter. 

Part of the Colorado-Ute power will be used by the San Miguel Association for 
loads in their area, and not all of it will be transmitted over Empire lines. 

A copy of this letter together with the map is being forwarded to all our con 
gressional delegation. 

We feel that Utah Power & Light have every right to expand their facilities 
in the area around Moab, Utah, but we believe our interests must be protected in 
the vicinity of Monticello and those of the San Miguel Power Association in the 
LaSal area. 

We, therefore, request that you reconsider and disaprove the Utah Power & 
Light Co. transmission line to Monticello, Utah. 

Very truly yours, 
EMPIRE Eecrric ASSOCIATION, INC., 
I. W. Patrerson, Manager. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 22, 1954. 
Hon. Epwin C. JOHNSON, 
United States Senate, 
Washington, D. 0. 

My Dear SENATOR JOHNSON: This is in further reply to your letter of October 
6 to Mr. George Landry, Assistant Director for Production of the Office of De- 
fense Mobilization in which you called attention to the protest of the Empire 
Electric Association to an application of the Utah Power & Light Co. for a 
certificate of necessity to build a transmission line to the Monticello, Utah, area. 

The Utah Power & Light Co. proposes to construct 112 miles of 132-kilovolt 
transmission line to extend from their existing 132 kilovolt interconnection at 
Helper, Utah, to Moab, Utah, together with a 132/69 kilovolt substation at Moab 
with appurtenant facilities, 61 miles of 60-kilovolt transmission line from Moab to 
Monticello together with a 69/12.5 kilovolt substation at that point and 20 miles 
of 12.5-kilovolt distribution system including transformers and metering equip- 
ment in the vicinity of La Sal. 

The above facilities are proposed for construction for the purpose of fur- 
nishing electric service to existing and anticipated uranium mines and process- 
ing mills in the vicinity of Green River, Moab, La Sal, and Monticello, all in 
Utah. This company is presently serving some of the present loads and others 
are being served by small internal-combustion engines; however, the accessi- 
bility to fuel oil is difficult, and reliability and production costs make use of 
such facilities undesirable. When the anticipated expansion in the program is 
completed such facilities will not be adequate. 

The Department of the Interior, acting under authority of Executive Order 
10480, today recommended to the Office of Defense Mobilization that the Utah 
Power & Light Co., 509 Kearns Building, Salt Lake City, Utah, be granted a 
necessity certificate under section 124A of the Internal Revenue Code. 

In making the above recommendation the Department carefully considered 
the protest of the Empire Electric Association, Inc., of Cortez, Colo. This letter 
of protest, addressed to Mr. Arthur Flemming, Director of the Office of Defense 
Mobilization under rate of October 4, was forwarded to this Department on 
October 13 by Mr. J. B. Wyckoff, Chief, Certification Branch, Finance Division, 
Office of Defense Mobilization. 

The letter from Empire Electric notes that their present distribution lines 
encircle the AEC mill and the town of Monticello on three sides and that they 
have capacity for Monticello but not for the bill. They proposed to build a 44 
kilovolt transmission line from Dove Creek, Colo., to Monticello for the purpose 
of serving the ABC load. 

Further investigation reveals that the entire power supply of the Empire Elec- 
tric Association, Inc., is supplied by the Western Colorado Power Co. The net 
December 1954 generating capability of Western Colorado Power is approximately 
33.700 kilowatts. The peak load of the company, including that furnished to 
cooperatives of which one is the Empire Electric, occurs in December. It is 
estimated that the peak load this winter will be about 29,000 kilowatts and is 
estimated at 33,500 for 1955. Inasmuch as the AEC estimated power require- 
ments for eastern Utah amount to approximately 8,500 kilowatts, it is quite 
apparent that there will be no surplus capacity to supply the additional “defense 
loads which are now anticipated. 

Empire Electric is offering to supply only the power requirements to the AEC- 
operated mill located in the vicinity of Monticello. This, however, is but about 
20 percent of the planned uranium requirements. Thus, the remaining 80-per- 
cent requirements must come from some other source. However, were it pos- 
sible for Empire to purchase additional power requirements from Western Colo- 
rado Power, the transmission line now owned and operated by Empire from the 
interconnection with Western Colorado west of Durango to Dove Creek is in part 
No. 3 ASCR and No. 4 copper at 44 kilovolts. If the expected load is added to 
the present load of 2.980 kilowatts, this would result in loading this line to ap- 
proximately 5.500 kilowatts, which is beyond the rated capacity of a line of this 
size. The voltage drop over the 100 miles of line would be excessive and the 
regulation poor. It is questionable if the AEC mill could operate efficiently under 
such conditions. 

A check with the Rural Electrification Administration reveals that there is 
presently pending a request by the Colorado-Ute Electric Association, Inc. (made 
up of 4 cooperatives of which Empire Electric is 1), for a loan for the installa- 
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tion of two 12,600-kilovolt steam-generating units. Should the loan be granted, 
it is not expected that Empire would be allotted approximately three-quarters of 
this new generation for the purpose of serving the uranium loads inasmuch as 
no capacity would then be available for present anticipated expansion of coopera- 
tive loads. 

After considering the above factors this Department has coneluded that the 
interests of national defense will be best served by the Utah Power & Light Co. 
as the power supplier. 

Should you have further questions concerning this recommendation, we will 
he pleased to respond. 

Sincerely yours, 
FRED G. AANDAHL, 
issistant Secretary of the Interior. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., June 29, 1955. 
Mr. I. W. PATTERSON, 
Manager, Empire Electric Association, Inc., 
Cortez, Colo. 

DEAR MR. PATTERSON: This is in reply to your letter of June 15, 1955, to Mr. 
H. Vance Austin, which I have been requested to answer. 

According to the facts made available to us by the Office of Defense Mobil- 
ization, the Utah Power & Light Co. was granted, on January 3, 1955, a certificate 
entitling it to depreciate over a 5-year period, for income-tax purposes, 8O percent 
of the cost of its transmission facilities from Castle Gate to Moab and from 
Moab to Monticello. The total cost of the facility is estimated at $1,955,800. 
The company asked that it be allowed to depreciate 80 percent of this amount 
over the accelerated 5-year period, and this request was granted hy ODM. The 
SO percent figure is an unusually high percentage to be certified for rapid de- 
preciation. The more usual figure is about 65 percent of the total cost of a 
particular facility. 

Please be sure to write to us again if we can be of further service to you in 
this matter. 

Sincerely, 
CHARLES A, Ropinson, Jr., Staff Engineer. 

Mr. Cuuporr. Do you have any questions, Mr. Moss? 

Mr. Moss. Y es: IT havea couple. This invasion into your territory, 
what effect did it have on the investment you already had there? 

You mentioned the effect it had on curtailing the possibility or the 
probability you would be able to serve other thinly populated areas, 
extend your lines to them, but you had lines in this area. Was there 
any effect on those? 

Mr. Patrerson. Not very much. As a matter of fact, some of those 
farms out there had signed minimums as high as $12 a month so 
that our revenues were guaranteed on the investment we had made up 
to that time. 

Mr. Moss. That minimum would be on what consumption ? 

Mr. Parrerson. That would provide them with—it would be some- 
thing like 260 kilowatt-hours of use, whatever their minimum might 
be, they were allowed to use that many kilowatts. 

Mr. Moss. Now the gist of the letter from Assistant Secretary 

\andahl was that an analy sis of the figures representing the ability of 
Western to produce indicated that they could not handle the addi 
tional load. Did I understand you correctly that you had discussed 
it with Western and they assured you of their ability to carry the 
additional load ? 

Mr. Parrerson. That’s right. Our board president, Mr. Oscai 
Schlegel and I stopped at Montrose on our return trip from Denver 
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one time last fall, I believe it was in October, and discussed this load 
with him because we were planning then to make an offer to the Atomic 
Energy Commission for the sale of power to them, and before making 
an offer, we wanted to be sure of our power supply. 

Mr. Bullock, the general manager of Western Colorado Power Co., 
advised us that they had the power, to go ahead and get the business. 

Mr. Moss. In granting the certificate from ODM to Utah Light and 
Power, do you feel that because of the unusually high percentage in- 
cluded in the writeoff in a 5-year period they were able to come up 
with a bid of about 2 mills under what you would have been able to 
bid? 

Mr. Parrerson. I believe the bid was under ours, but I don’t know 
whether it was as much as 2 mills, it was very close. 

Mr. Moss. I think you had indicated in your letter to Mr. Austin, 
approximately 2 mills. 

Mr. Parrerson. I have forgotten the figure now, but I know it was 
in that neighborhood, and I felt that because they had received this 
large writeoff that they were able to extend their facilities in there 
without endangering their profit. 

Mr. Moss. Do you regard that accelerated writeoff as a sort of 
subsidy ¢ 

Mr. Parrerson. That is the way I look at it. 

Mr. Moss. I agree with you. I think that is all the questions I 
have. 

Mr. Cuuporr. Mr. Mollohan? 

Mr. Mottonan. No questions. 

Mr. Cuuporr. Mr. Knox ?¢ 

Mr. Knox. No questions. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. So you did go ahead and bid on the business then ? 

Mr. Parrerson. Yes. 

Mr. Jonas. Even in the face of the certificate that was granted, you 
put in a bid on the basis of your assurance from the president of 
Western Colorado? 

Mr. Parrerson. Mr. Bullock, yes, we did. 

Mr. Jonas. And how much power was involved ? 

Mr. Parrerson. Around 1,500 kilowatts. 

Mr. Jonas. Was the price you bid for that—you made a bid to 
AEC? 

Mr. Parrerson. That’s right. 

Mr. Jonas. Did they want that power immediately ? 

Mr. Parrerson. They wanted it by the 15th of this month. 

Mr. Jonas. And when did you make your offer? 

Mr. Parrerson. I made it, I believe it was last December. 

Mr. Jonas. The new line has already been constructed then in the 
meantime ? 

Mr. Parrerson. They are working on it. 

Mr. Jonas. You lost the business because you couldn’t give a rate 
that would compare with the Utah rate? 

Mr. Parrerson. That’s right. 

Mr. Jonas. Because they were under you. Is this business for a 
long term? 

Mr. Parrerson. The contract we offered was for 10 years. 
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Mr. Jonas. Did they want a longer contract than that? 

Mr. Parrerson. No. They wanted a shorter contract. They 
wanted a 5-year contract. 

Mr. Jonas. What did they get from Utah ? 

Mr. Parrerson. I don’t know. I haven't seen the contract. 

Mr. Jonas. After Utah gets this fast tax writeoff, as they refer to 
it, which permits them to deprec iate 80 percent of the cost of the plant 
over 5 years instead of over 25 or 30 years, or whatever the normal 
period is, after the expiration of the 5 years, they will have no more 
depreciation to charge off, and they will be paying income tax on 
their total revenues, won’t they ? 

Mr. Parrerson. I assume so. 

Mr. Jonas. So it is not such a great advantage if they stay in 
business longer than 5 years, is it? 

Mr. Parrerson. I am not concerned about the Utah Light & Power 
earnings. 

Mr. Jonas. I know you are not. 

Mr. Patrerson. I am concerned about those farmers out there who 
are not going to get service. 

Mr. Jonas. I know, but you had testified about the rapid writeoff 
of taxes. 

Mr. Patterson. That’s right. 

Mr. Jonas. And you attributed that to your failure to get this new 
contract. 

Mr. Parrerson. That has a lot to do with it. 

Mr. Jonas. And in response to a question, you stated that your 
impression was that that amounted to a subsidy from the Gov ernment 
to the private power company. 

Mr. Patrerson. Well, in power company phrases, they have an 
extension policy, what we call an extension policy, in which a power 
company, if they extend a line to a certain area, they figure their 
investment and then they figure that they must have a certain per- 
centage of return on that investment over a period of years in order to 
amortize the investment for the loan, as we do in REA, and we had 
only a short piece of line to build from Dove Creek to Monticello, 
approximately 25 miles, whereas they had 61 miles of line to build, 
and still they were able to build that line and furnish power at lower 
cost than we could. 

Mr. Jonas. Although when their 5 years have expired, they won’t 
have any depreciation to charge off, will they, because they already 
will have used it up; they will be paying income taxes without any 
deduction for depreciation, won't they? 

Mr. Parrerson. I don’t know how they will handle their book- 
keeping at all. 

Mr. Jonas. You know the only way you get any advantage from 
depreciation is to charge it off against income. You can depreci: ite 
vour investment so much a year; you understand that, don’t you? 

Mr. Patrerson. Yes. 

Mr. Jomas. And if you do it over a 25-year period, you spread the 
cost over 25 years. If you do it over 5 years, you take it all up in 
the 5-year period and then you have none left to charge off in subse- 
quent years. That is true, isn’t it? 

Mr. Parrerson. I am not an accountant, but I assume that that 
is the normal procedure. 
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Mr. Jonas. That is all. 

Mr. Cuvporr. I just want to ask you one question, Mr. Patterson. 
If the Utah Power & Light Co. had not received their tax-amortiza- 
tion rights, it wouldn’t have been possible for them at this particular 
time to have underbid you and, as low bidder, you probably would 
have gotten the contract; is that right? 

Mr. Parrerson. We can’t be sure of that. We just assume that 
that. would be right. 

Mr. Cxuporr. But you would be low bidder? 

Mr. Parrerson. I think so. 

Mr. Cuvporr. They couldn’t possibly have underbid you by 2 mills 
unless they did have this tax writeoff ? 

Mr. Parrerson. I have that feeling. 

Mr. Cuvuporr. That is all. 

Mr. Hoffman ? 

Mr. Horrman. No questions. 

Mr. Mortionan. Mr. Patterson, what was the amount of the tax 
amortization ? 

Mr. Parrerson. It was 80 percent of $1,955,800. 

Mr. Motitonan. That would be about $1,600,000. 

Mr. Parrerson. Yes, roughly. 

Mr. Mottonan. You understand, of course, that what this does 
amount to is a loan of that amount, to the extent of $1,600,000 to the 
public utility, on which they pay no interest. 

What is the life of a transmission line? 

Mr. Parrerson. We usually figure 35 years. 

Mr. Motrowan. Then they would take 80 percent of it off in the 
first 5 years. What this really means to them is that they have a 
30-year interest-free loan in the amount of $1,600,000 while you and 
the REA, the amount you borrow you pay, I understand 2 percent 
interest on. : 

Mr. Parrerson. That’s right. 

Mr. Motionan. That is the distinction and advantage given here 
in this set of circumstances. 

Mr. Cuuporr. Thank you, Mr. Patterson. 

Now is Mr. Dan Hunter here? 


STATEMENT OF DAN B. HUNTER, DIRECTOR, EMPIRE ELECTRIC 
ASSOCIATION, DOVE CREEK, COLO. 


Mr. Hunter. My name is Dan B. Hunter. For the past 37 years 
I have resided in Dove Creek, Colo. 

I am dean emeritus of the Colorado Water Conservation Board: 
president of the Southwestern Water Conservation District; life 
member of the National Reclamation Association; chairman of Colo- 
rado’s Grassroots Legislative Committee; Colorado’s advisory com- 
mitteman to the National Rivers and Harbors Congress; chairman 
of Colorado’s delegation to the National Reclamation Association: 
secretary of the Empire Electric Association, Inc.; executive com- 
mitteeman of the Upper Colorado River Commission; also, executive 
committeeman of the 22 co-ops of the Colorado REA cooperatives, 
and member of the Colorado-Ute directors. 

Mr. Chairman, from the statement I have just made, you gentlemen 
might perhaps infer that I hold more degrees than a thermometer. 
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I am here to state that I am no expert. The great majority of my 
life has been spent breaking the stubborn glebe and locking the sun- 
shine in the harvest. I wish to remind you gentlemen of this one 
statement that was made many, many years ago when an all-wise 
God made the statement that: 


In the beginning God created the heaven and the earth. 


And the earth was without form, and void; and darkness was upon the face 
of the deep. And the Spirit of God moved upon the face of the waters. 

And God said, Let there be light: and there was light. 

In my opinion, those were the first words that ever fell from the 
immaculate lips of an all-wise God, and they indeed must have been 
of gretit import in the mind of the Creator of the heaven and of the 
earth. 

‘Teeming millions of years passed until a time when a man stood 
upon the - Fomerene of his home in Philadelphia, cast his kite into the 
sky, and from a steel string caught the lightning’s bolt and impaled 
it within a bottle, and from that good hour until the present time 
teeming millions of miles of wire have been strung throughout the 
utmost confines of the earth, in order that men and domestic women 
might be enabled to have light. 

Not many generations ago where I now live, then it was the Indian 
lover wooed his dusky maid and hardhearted huntsman pursued the 
antelope, the deer and the elk, but today their arrows are broken, 
their springs are dried up and their war whoop has long since faded 
from the West. And why? Because bold and fearless pioneers came 
into that country. They broke their lands, they hued their timbers 
from the forests and built their homes, and as a result the county in 
which I live today has produced with the adjoining county 65 percent 
of all the pinto beans that are grown in the world. 

Also we pride ourselves in the fact that we have dry farming some 
of the most productive winter wheat whose waving whiskers wave 
in the wind. 

In 1939 people conceived the idea that the little community in which 
I live, at that time about 200 population, that it might be possible that 
we might be enabled to obtain a loan from the United States Govern- 
ment whereby we might build and construct electric lines, do away 
with our candles and our coal oil lamps, and as a result I was ap- 
pointed~to coordinate what is now known as the Empire Electric 
Association. 

On the 5th day of May 1941, we turned the juice on this project. 
At that time we had borrowed from the United States Government 
$87,000. We had constructed 83 miles of line single phase. We had 
187 users. At the present time the Empire Electric Association has 
approximately 750 miles of line. We are indebted to the United 
States Government in the amount of practically a million and a quar- 
ter dollars, and we have over 4,000 members. 

Mr. Chairman, when I was a boy some 75 years ago, we would gather 
around the family fireside and I would crawl upon my father’s knee 
and he told me a strange wierd and wild story. He told me the story 
of a man whose name was Jean Lafitte. At that time he occupied an 
island where the city of Galveston, Tex., now stands, and his business 
was to sail upon the high seas and rob unsuspecting and unarmed 
vessels of their booty and take them to his secret place in Galveston 


Island. 
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Even to this very hour I doubt not but what there are some men 
who are digging and delving into the clam beds on the island of Gal- 
veston in search for the riches of Jean Laffitte, the pirate. 

In my honest opinion we have piracy which still exists in America. 
[ thmk that the Utah Power & Light Co. has engaged in a piracy far 
greater than that which Jean Laffitte ever dreamed of. I will tell you 
why if you will permit me to refer to some notes in order that my 
statements may be accurate and correct. 

On March 16, 1955, defendant Utah Power & Light Co. filed its peti- 
tion for certificate for convenience and necessity with the Public Service 
Commission of the State of Utah to extend its electric power lines into 
and beyond San Juan County, Utah, in southeastern Utah, which is 
an area not before served by it. 

The San Miguel Power Association, Empire Electric Association, 
and Colorado-Ute Electric Association, filed as plaintiffs, their com- 
plaint and protests with said commission on heed 18, 1955. 

Hearing on said application was held on April 19, 1955. At the 
beginning of the formal hearing, before the plaintiffs presented any 
testimony, the Utah Power & Light Co. made a motion to strike the 
complaints on the ground that the protestants have no standing before 
the commission. The commission granted said motion. This ruling 
by the commission denied these plaintiffs the privilege of cross-exami- 
nation of Utah Power & Light witnesses, not permitting the plaintiffs 
an opportunity to testify as to the accuracy of their existing service 
and facilities in San Juan County, Utah. 

On May 3, 1955, plaintiffs filed an application for a hearing. One 
week later the commission issued the order denying the application 
for rehearing. The commission held that these plaintiffs were in 
the same category as the Garkane Power Company v. Public Service 
Commission in that they were not public utilities and, as such, had no 
right to be heard before the commission. 

The plaintiffs contend that they are public utility organizations, 
since they are duly bound to serve all applicants who apply for service, 
while the Garkane Power Co. was duty-bound to serve only members 
of their organization. 

Piaintiff’s claim that they are now rendering adequate service to the 
area and are willing to serve all applicants who apply for service. The 
San Miguel and Empire Electric Associations have expended more 
than one-half million dollars in extending their lines into San Juan 
County, Utah, in order to adequately serve that area. These two 
associations purchase all their electric power from Western Colorado 
Power Co., which is a subsidiary of the Utah Power & Light Co. 

Eight months prior to this hearing the Utah Power & Light, through 
its subsidiary, the Colorado Western Power Co., encouraged these 
two plaintiffs to extend their electric lines into San Juan County, 
Utah, in order that the needs of the uranium industry might be served, 
and were promised by this subsidiary that all the electric energy neces- 
sary to supply the uranium industry would be supplied by them, as 
well as all the requirements of San Juan County, Utah, would demand. 

The plaintiffs further contend that their systems were already con- 
structed in San Juan County, Utah, and that they were and now are 
rendering adequate service to the area, they also contend that the 
applicants proposal is unnecessary and that they are a duplication of 
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facilities now existing in the area. The plaintiffs contend that they 
were given no opportunity to prove that their facilities were adequate 
to serve the San Juan County area and further contend that they 
were unjustly. eliminated from. cross-examination since they are public 
utilities rendering a service in Utah, having no certificate from the 
Utah commission. 

The commission refused to hear any sworn testimony from the 
plaintiffs that would disclose the nature of the service and the public 
they are serving. 

The two plaintiffs, San Miguel and Empire, are under the manda- 

tory duty to serve the public under the terms of their loan agreements 
with the United States Government in the following provision : 
The borrower shall make diligent effort to extend electric service to all unserved 
persons within the service area of the borrower who (@) desires such service, and 
(b) meet all reasonable requirements established by the borrower as a condition 
of such service. 

Plaintiffs contend that the above provision places them in a category 
of a public utility, and since they are now serving adequately the 
San Juan County, Utah area, that the Utah Power & Light Co. 
should not have been issued a convenience and necessity certifies ate, 
and furthermore the U. P. & L. were granted by the commission to 
construct lines which are parallel to the lines now in operation by the 
two plaintiffs. 

The decision of the commission in this case was predicated solely 
on the Garkane case. There is an ingredient in this case which was 
absent in the Garkane case, since the plaintiffs in this case in order 
to become eligible for a loan from the United States Government are 
duty bound to serve all unserved persons in the area of the service 
of the borrower. Plaintiffs contend the commission erred in classi- 
fying them in the same class as the cooperative association in the 
Garkane case, regarding the question of duty to serve 

Plaintiffs contend since they must serve ‘all applic ants demanding 
service, that they are in the same category as public utilities and 
should have had the right to be heard before that regulating body. 

I wholly agree with the contentions of the plaintiffs, for I am con- 
fident that for all purposes and effects that REA cooperatives are 
public utilities. In the fact of the record it appears unto me the 
commission committed error by not making diligent inquiry as to the 
nature of these two plaintiffs operations, and T am hopeful that the 
higher court of the State of Utah will judge the operations of these 
plaintiffs as to what they really are, and will reverse the erroneous 
findings of the commission, demanding that the plaintiffs be given a 
hearing i in the matter before said commission. 

Mr. Chairman, in conclusion may I say my request to this commis- 
sion is that you people too assist and aid and help the REA’s in the 
United States in order that they too may be enabled to do all the 
good to all mankind. I thank you. 

Mr. Cuuporr. Mr. Hunter, I am not going to ask you any questions, 
but I am very much indebted to you for your fine statement. 

Many times I have been wondering how I ever got into this con- 
troversy. I come from Philadelphia and we don’t have any public 
power problems in Philadelphia. The Philadelphia Electric Co. 
supplies us with our power, and I sometimes think as I read into 
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the night all that I can about the controversy, I wonder how I got 
into it and you have told me. 

If it weren’t for the fact that in the latter part of the 18th century 
Benjamin Franklin, a Philadelphian, stood on the steps of his home 
in Philadelphia and flew that kite and caught the electricity from 
the lightning on his key, we wouldn’t be here today. 

Mr. Hunrer. That is true. 

Mr. Cuuporr. Now I know why I am in this controversy. Dod you 
have any questions, Mr. Moss ¢ 

Mr. Moss. Mr. Chairman, I would move that those last remarks 
relating to Philadelphia be sent to the chamber of commerce. 

Mr. Cuuporr. Mr. Mollohan. 

Mr. Motiouan. No questions. 

Mr. Crruporr. Mr. Knox. 

Mr. Knox. No questions. 

Mr. Cuuporr. Mr. Hoffman? Mr. Jonas? 

Thank you, Mr. Hunter. 

I know that the committee will be very happy to learn that the other 
witnesses have agreed not to be heard, is that right ? 

Mr. Moses. Yes; because of the lateness of the hour. 

Mr. Cuuporr. At this time, Mr. Hoffman, the ranking minority 
member of the Committee on Government Operations, has two wit- 
nesses that asked him to be heard, Mr. James N. Myers of the South- 
east Colorado Power Association, and Mr. George Bevers of the South- 
east Colorado Power Association. Do you want them heard together 
or separately ? 

Mr. Horrman. They can both come down. May I examine them 
within my 7-minutes’ limitation ? 

Mr. Cuvuporr. After I get preliminary remarks on the record. Will 
you gentleman come down. I wonder if you two gentleman would 
identify yourselves for the stenographer ? 


STATEMENT OF JAMES N. MYERS, MANAGER, THE SOUTHEAST 
COLORADO POWER ASSOCIATION, AND PRESIDENT OF THE AR- 
KANSAS VALLEY G. AND T.; ACCOMPANIED BY GEORGE BEVERS, 
PRESIDENT, BOARD OF THE SOUTHEAST COLORADO POWER ASSO- 
CIATION, AND SECRETARY, ARKANSAS VALLEY G. AND T. 


Mr. Myers. My name is James N. Myers, resident in La Junta, Colo. 

Mr. Cuuporr. What capacity are you here in? 

Mr. Myers. Manager of the Southeast Colorado Power Association, 
and I also happen to be president of the Arkansas Valley G. and T. 

Mr. Cuuporr. Arkansas Valley G. and T.? 

Mr. Myers. That’s right. 

Mr. Cuuporr. Does that have anything to do with the Southwest 
Power Administration ? 

Mr. Myers. No, sir. 

Mr. Cuuporr. Would you identify yourself, Mr. Bevers ? 

Mr. Bevers. I am George Bevers, my residence is La Junta, Colo. 
I am president of the board of the Southeast Colorado Power Associa- 
tion, secretary of the Arkansas Valley G. and T., and a Democrat. 

Mr. Cuuporr. Mr. Myers, I would like you to answer this question 
for the record. You haven’t requested me as chairman of this subcom- 
mittee or any member of the staff to appear here today, have you? 








e' 


Ss 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 725 


Mr. Myers. No, sir. 

Mr. Cuvvorr. And do you have a problem that you want to present 
to this committee ? 

Mr. Myers. No. We received notice of this meeting, also a wire 
the last of the week. 

Mr. Horrman. May I ask that we have both of them read as long as 
you are taking over the examination ? 

Mr. Cuvuporr. I am just trying to find out why he is here. 

Mr. Horrman. If you would let me, I could tell you quickly. 

Mr. Cuvporr. I am going to give you your 7 minutes, Mr. Hoffman. 

Mr. Horrman. You | find. out all this information first and I can’t 
even use the 7 minutes. 

Mr. Cuuporr. I will save a lot of time. 

Mr. Horrman. That’s plagiarism. 

Mr. Cuuporr. I hope you won't sue me. 

Mr. Horrman. No; I am not inclined. 

Mr. Cuupborr. You said you received a letter and telegram to appear 
here ? 

Mr. Myers. We received a letter dated August 31, received on Sep- 
tember the Ist from Mr. George Wilson, who is president and acting 
manager, Colorado State Association of Rural Electric Cooperatives, 
advising us about this hearing. 

Mr. Horrman. I want the letter read, Mr. Chairman. 

Mr. Myers (reading) : 

The Public Works and Resources Subcommittee of the House of Representa- 
tives has announced a hearing in Denver at the house chambers in the State 
capitol on Wednesday, September 7, 1955, beginning at 10 a. m. 

It is my understanding that certain persons have been invited to appear before 
the committee to give testimony, but any others who wish to appear should get 
in touch with: Mr. Arthur Perlman, staff director, ? — Works and Resources 
Subcommittee, 362 House Office Building, Washington 25, D. C. 

This committee, as you know, is the ‘ “ ‘hudoft pacar: on which H. Vance 
Austin, our executive manager, is now acting as associate counsel. 

Mr. Horrman. What is that name? 

Mr. Myers. Vance Austin. 

If anyone has any pertinent material he wishes to present, he should get in 
touch with Mr. Perlman. 

I didn’t feel I had any material, although I was here and felt like we 
should get in our two-bits’ worth. 

Mr. Cuvporr. Do you have any problems with the Rural Electrifi- 
cation Administration ? 

Mr. Myers. No, we don’t. If I could go ahead with this wire—— 

Mr. Cuuporr. You read the wire and then I will — you a question. 

Mr. Myers. After Labor Day I received a wire from Mr. Wilson 
addressed to me: 

Don’t forget Chudoff committee hearing Denver, Wednesday morning, house 
chambers, State Capitol. Vance particularly anxious all managers and inter- 
ested parties be present. 

GEORGE WILSON, President. 

Mr. Cuvporr. As a result of that letter you got from Mr. Wilson, 
vou didn’t get in touch with Mr. Perlman and tell him you were 
coming ? 

Mr. Myers. I had nothing particular to present except I just hap- 
pened to be talking to the minority party representative here, and 
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mentioned that we were up here and we felt like Mr. Nelsen should 
be defended. 

Mr. Cuvuporr. In other words, you are here as one of the advocates 
of Mr. Nelsen’s policies in this particular area ? 

Mr. Myers. Only in this fact: To tell our experience with Mr. Nel- 
sen. I think I should say that our situation 1s quite a bit different 
than what you have been hearing here today. 

Mr. Cuvuporr. You want to tell us a lot about the good things; is 
that it? 

Mr. Myers. We want to tell you a little bit about it. 

Mr. Cuuporr. You go ahead and make your statement, I am glad 
that somebody has some good things to tell us. It will be quite re- 
freshing. 

Mr. Myers. I thought surely you ought to hear some of it. 

Mr. Horrman. Of course when a fellow only hunts for the dirt, 
he can’t find the good. 

Mr. Myers. The Southeast Power Association is an electric dis- 
tribution cooperative of over 6,300 member consumers serving 
approximately 5,000 miles of powerlines in 12 counties of southeastern 
Colorado. 

The Arkansas Valley G. & T. is a power-type borrower of REA, and 
is composed of three REA borrowers; namely the San Isabel Electric 
Association of Pueblo, the Sangre de Cristo Electric Association at 
Salida, and the Southeast Power Association at La Junta. These 
three REA borrowers have been trying for a number of years to obtain 
cheaper wholesale power and adequate power for load growth. 

Not much progress had been made on this search until the present 
Administrator, Mr. Nelsen, became Administrator of the Rural Elec- 
trification Administration. 

A number of power studies have been made to help decide the most 
feasible solution in our quest for wholesale power at a price that our 
studies indicated we could afford to pay. 

Contracts were signed in February of 1955 between the Southern 
Colorado Power Co. and the Arkansas Valley G. & T., a loan made by 
the Rural Electrification Administration. 

The powerplant is now making test runs and plans are now that 
it will be accepted in September of this year. Members of the Ar- 
kansas Valley G & T. have received reductions on their cost of power 
since July. Total savings will become effective after the plant is 
accepted in approximately September 1955. 

The savings of the 3 members of the Arkansas Valley G. & T. will 
amount to over 2 mills per kilowatt-hour or over $60,000 per year. 

Mr. Nelsen, the present Administrator, has done an outstanding 
job in my estimation in the little over 2 years he has been in that 
office. His people have been very cooperative, and we wish to put 
in our word that we couldn’t ask for any better cooperation than we 
have had from Mr. Nelsen or his staff. 

Mr. Cuvuporr. Mr. Hoffman, do you want your 7 minutes now or 
later? You can have them now. 

Mr. Horrman. I don’t want to interfere, if you have finished with 
him. 

Mr. Cuvuporr. I have not finished with him. I thought you might 
want your 7 minutes. I didn’t want to hold you up. I thought if 
you wanted them now, we would be happy to give them to you. 
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Mr. Horrman. I think I can wait. 

Mr. Cuuporr. I thought you would like to. 

Mr. Horrman. Would you rather I go ahead now ? 

Mr. Cuuporr. I don’t care. It doesn’t matter. 

Mr. Horrman. I would like to ask the other gentleman—you haven’t 
asked him any questions yet—I would like to ask him some questions. 

Mr. Cuuporr. Don’t forget you are limited to 7 minutes. 

Mr. HorrmMan. What position do you hold? 

Mr. Bevers. President of the board of the Southeast Colorado 
Power Association. 

Mr. Horrman. That is an REA? 

Mr, Bevers. That is an REA co-op. 

Mr. Horrman. And you are wholeheartedly in support of the REA 
program ¢ 

Mr. Bevers. Definitely. 

Mr. Horrman. And you have been for a long time? 

Mr. Brvers. Yes, sir; since I came back from the Army. 

Mr. Horrman. You are a Democrat, aren’t you ? 

Mr. Bevers. Yes, sir. 

Mr. Horrman. He is a Republican? 

Mr. Bevers. Yes, sir. 

_Mr. Myers. Just registered that way, I don’t vote that way all the 
time. 

Mr. Horrman. You had better change that registration. Now I 
will ask Mr. Myers some questions. 

You came in answer to this letter and wire ? 

Mr. Myers. That’s right. 

Mr. Horrman. And they both say: 

This committee, as you know is the Chudoff committee, in which H. Vance 
Austin, our executive manager, is now acting as associate counsel. 

So the Colorado State Association of REA Cooperatives just 
switched their executive manager over as associated counsel on this 
committee; didn’t they ? 

Mr. Myers. I don’t know a thing about that arrangement. 

Mr. Horrman. You know what the letter says. 

Mr. Myers. That is all I know anything about. 

Mr. Horrman. And then in the telegram it says: 


Vance particularly anxious all managers and interested parties be present— 
so you came. 


Mr. Myers. That’s right. 

Mr. Horrman. And you were sitting back here? 

Mr. Myers. That’s right. 

Mr. Horrman. And I got to visiting with you and I learned that you 
are in the REA and have been an advocate of that for how long? 

Mr. Myers. I started out working with the private utilities, and I 
worked with them for 10 years, and I have been connected with the 
rural electrification program, with 3 various cooperatives, since 1946. 

Mr. Horrman. Wait a minute; my 7 minutes are running. 

Mr. Myers. 1946. 

Mr. Horrman. I found out you were a REA fellow, and asked you 
what your experience was with it; didn’t I? 


Mr. Myers. That’s right. 
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Mr. Horrman. And you said it was good ? 

Mr. Myers. That’s right. 

Mr. Horrman. And I asked you if those fellows in Washington had 
always treated you fairly and decently and cooperatively, and what 
did you say ? 

Mr. Myers. I said they had. 

Mr. Horrman. And so I said I would like to have you as a witness? 

Mr. Myers. That’s right. I didn’t ask to come up here. 

Mr. Horrman. Would you say what I have asked him about that is 
about what you would say ? 

Mr. Bevers. That’s right. 

Mr. Horrman. That is all. I reserve the rest of the 7 minutes. 

Mr. Cuouporr. I would like to ask some questions about Southeastern 
Colorado Power Association. You recently got a loan from the REA, 
didn’t you? 

Mr. Myers. No. We have got quite a few loans from the REA. 

Mr. Cuvuporr. Your most recent loan, how long ago was that? 

Mr. Myers. We got one about the same time that we got the loan for 
the Arkansas Valley G. & T. 

Mr. Cuuporr. You got $314 million; isn’t that correct? 

Mr. Myers. No. That was made to Arkansas Valley G. & T. 

Mr. Cuuporr. That was the Arkansas Valley G. & T.? 

Mr. Myers. Yes. 

Mr. Cuuporr. And instead of constructing a generating plant with 
that money, you went in and bought part of a private company plant; 
isn’t that right ? 

Mr. Myers. No; that is not exactly right. 

Mr. Cuuporr. You tell us exactly what you did with the money. 

Mr. Myers. Our board was in favor of working out a deal with the 
power company for a power source, and it seemed to us, as I mentioned 
before, we had made a number of studies on this situation to see how 
we could most feasibly take care of our requirements. We talked 
about density here this afternoon. We couldn’t help but kind of get 
a chuckle out of it. 

Our rural consumers are less than one per mile out in our area, and 
we have to watch our corners pretty close out there. We wanted to get 
the most feasible method that we could to get cheap power. 

It seemed after all the studies that we had made, our cheapest 
way was to work with the private utility in our area, who we happily 
got along very well with. I don’t say that you can get along with 
all of them, but I say we have got along with this one very well. 

Mr. Cuuvorr. When you say “get along with,” you mean you are 
in partnership with them, aren’t you? 

Mr. Myers. We were not up until that time, Mr. Chudoff. 

Mr. Cuuporr. But now you are in partnership with them ? 

Mr. Myers. Not necessarily. They just lease-operate our plant. 

Mr. Cuuporr. Didn’t you buy a $31% million generating plant 
from them, contribute $314 million? You own the plant and they 
operate it ? 

Mr. Myers. Our co-op, the three co-ops, own the plant, and they 
operate it, but our original plan was that the private utilities would 
borrow the money. We were not going to borrow the money, so 
they were getting short of power and so they went along with the 
construction of the plant. 
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Mr. Cuvporr. That is the only way you could work your problem 
out, was by borrowing money from the REA, buying this plant, and 
then going in partnership with the private company as distributor ? 

Mr. Myers. I wouldn’t say that was the only way. 

Mr. Cuuporr. That was the easiest way to get the money from the 
REA ? 

Mr. Myers. No, I wouldn’t say that. I would say that was the most 
economical way to us. 

Mr. Cuuporr. I mean, you could get it that way because of Mr. 
Nelson’s policy of partnership, and “when you tell him you would 
be willing to take the money, purchase the generating plant from 
the priv: ate utility, and have the private utility operate ‘the plant for 
you in the transmission of electricity, then he gave you a very, very 
happy nod and gave you the money; isn’t that right ? 

Mr. Myers. W ell, as Mr. Dobbs told you toda ay, that money doesn't 
come that easy. It takes lots of study and lots ‘of work to get it. 

Mr. Cuuporr. But you are now very happy with your partnership 
agreement ¢ 

Mr. Myers. We are very well pleased with our partnership agree- 
ment, and I am not advocating it will work in every place, but it is 
working very well in our situation. 

Mr. Cuvvorr. Is this the Southeastern Colorado Power Association 
you are talking about now ? 

Mr. Myers. As we get back, it is the same situation you have over 
there. We have three REA distribution members going together that 
formed the Arkansas Valley K. & T. 

Mr. Cnuuporr. Then you have a partnership agreement on that 
situation ? 

Mr. Myers. A 35-year contract with the Southern Colorado Power 
Co. 

Mr. Cuuporr. Are you happy with that situation ? 

Mr. Myers. So far we are. 

Mr. Cuuporr. Let’s talk a little bit about the Southern Colorado 
Power Association. Are you operating at a profit or a deficit ? 

Mr. Myers. We are operating at a deficit. That is the reason we 
wanted to get the power the cheapest we possibly could. 

Mr. Cuuporr. What is your total operating deficit to date? 

Mr. Myers. Roughly, $1 million. 

Mr. Cruvporr. And have you received any letters from that gentle- 
man—what is his name—that has been writing letters to other com- 
panies to raise your rates? 

Mr. Myers. Yes; and we did it. We had to. Of course, we might 
have been in a little worse situation than they were. 

Mr. Cuuporr. How much raise did you give your consumers ? 

Mr. Myers. About a year ago. in August, we raised them 16 per- 
cent. 

Mr. Crvporr. Is that enough to meet the current operating deficit ? 

Mr. Myers. It looks now, with the sav ings we are going to ake on 
our power costs, we will come out all right; yes, sir. 

Mr. Cuvuporr. So that that is not working out too well to the ad- 
vantage of your consumers, is it ? 

Mr. Myers. No; it is costing them more for power, but also, we 
have an investment down here, so you have got to get quite a bit of 
revenue to pay that off. 
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Mr. Cuvuporr. I understand. Now, are you through? 

Mr. Myers. So far as I am concerned. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Myers, who were you buying power from before you 
entered into, or before you created the G. and te 

Mr. Myers. Just roughly, anybody that had any to sell. 

Mr. Moss. Did you have any firm contracts? 

Mr. Myers. Yes and no, I would say. We had been notified some 
time ago that we would have to get something done on our power 
situation. 

Mr. Moss. Who were you buying from? 

Mr. Myers. We were buying, and we, of course, are now, from the 
Southern Colorado Power Co., from the city of La Junta, from the 
city of Lamar, from the city of Trinidad. 

Mr. Moss. Are they municipal plants in those cities? 

Mr. Myers. In the cities, they are; yes, sir. 

Mr. Moss. Are they tied into an interchange that permits the wheel- 
ing of power to your 

Mr. Myers. To our transmission line. We have transmission lines 
connecting all of them except the city of Trinidad. 

Mr. Moss. You handle your own wheeling? 

Mr. Myers. Yes, sir. 

Mr. Moss. What were you paying for your power under that 
arrangement ? 

Mr. Myers. Our average cost of power last year on our whole 
system was 10.7 mills, I believe. 

Mr. Moss. How much are you paying now? 

Mr. Myers. Understand, in this situation we are still purchasing 
some of our power from the city of Lamar, on which we pay 1 cent, 
straight, a kilowatt-hour. We are on an interim agreement right 
now until this plant is accepted by our G. and T. 

The plant is under test now. It was under test. We entered into 
an agreement with just 1 mill increase over our overall rate when 
the plant is accepted. That cost this last month ran about 914 mills. 
We were shooting for around 81% mills, and it looks like that is what 
we are going to hit. 

Mr. Moss. Let’s go back here. It has been said that you bougitt 
a powerplant. Did you buy an existing plant or did you construct 
a new one? 

Mr. Myers. The plant was under construction, so I suppose you 
could say we took it over; yes, sir. 

Mr. Moss. And you paid off the power company for its invest- 
ment ? 

Mr. Myers. That’s right. The power company is constructing the 
powerplant. 

Mr. Moss. You own it? 

Mr. Myers. We own it, and our engineer checks on the construction 
to see that it is constructed according to specification. 

Mr. Moss. What do they charge you for operating it ? 

Mr. Myers. They just agreed to sell us power at this lower rate: 
no charge for operation. 

Mr. Moss. They take it over under contract, then ? 

Mr. Myers. That’s right; a 40-year contract. 
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Mr. Moss. The entire capacity of the plant? 

Mr. Myers. That’s right. 

Mr. Moss. And the entire capacity of the plant is how much? 

Mr. Myers. The entire capacity of the plant is 16,500 kilowatts. 
I know what you are going to ask me, and I will tell you. We get 
10,800 kilowatts of that at that price. 

Mr. Moss. I am going to caution the witness: Let’s don’t take any 
liberties. You answer my questions. I will ask the questions. 

Mr. Myers. I beg your pardon. 

Mr. Moss. Don’t anticipate at all. 

Mr. Myers. I beg your pardon. 

Mr. Horrman. Very courteous. 

Mr. Moss. You get 10,800 kilowatts? 

Mr. Myers. Of power at that rate, at the cheaper rate. 

Mr. Moss. At the cheaper rate ? 

Mr. Myers. That’s right. 

Mr. Moss. Then what do you have available—the additional power 
as demand, to meet a demand that you might place on it? Is that 
still available to you? 

Mr. Myers. That is still available; yes, sir: at a higher demand 
charge. 

Mr. Moss. You get 10,800 at what figure ? 

Mr. Myers. You mean at what demand charge ? 

Mr. Moss. No; 10,800 now. We are not talking about the 5,200. 
We are talking about 10,800; at what figure / 

Mr. Myers. That is cost per kilowatt-hour or per kilowatt ? 

Mr. Moss. The cost per kilowatt, per kilowatt-hour. Let’s get the 
kilowatt-hour. 

Mr. Myers. That is the mill figure I gave you. That figures on 
approximately a 50-percent load factor. 

Mr. Moss. 8.5. Now, what do they agree to pay on that plant? 

Mr. Myers. They agree to pay the loan payments to pay off the in- 
vestment in the plant. 

Mr. Moss. They are taking over all the expenses in connection with 
the plant ? 

Mr. Myers. That’s right. 

Mr. Moss. And you feel, on the basis of your analysis, that they can 
do it more cheaply than you can / 

Mr. Myers. In this situation may I go ahead and answer that ? 

Mr. Moss. Yes; you may. 

Mr. Myers. We feel they can, because you get into the matter of 
laborsavings and not having the necessity of twice as large a plant 
to have the same amount of firm power. 

Mr. Moss. That is getting off onto interchange agreements. 

Mr. Myers. Yes. 

Mr. Moss. We are talking about a block of 16,000 kilowatts. How 
do they produce that more cheaply than you could ¢ 

Mr. Myers. You have to consider the investment cost, Congressman. 

Mr. Moss. But you are figuring the investment cost. Your rates 
reflect investment, amortization, and interest ; don’t they ? 

Mr. Myers. That’s right. And if we put in our own plant, we 
would have to consider an additional cost. 

Mr. Moss. You have put in your own plant. 

Mr. Myers. And operate it. 
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Mr. Moss. Let’s talk about operation. Why can they operate it 
more cheaply ? 

Mr. Myers. Because of the plant being located right beside an ex- 
isting plant of theirs. 

Mr. Moss. What do they do, use the personnel part time in one 
and part time in the other ? 

Mr. Myers. It is all one unit. 

Mr. Moss. Then it is actually a portion in the operational picture of 
their plant ? 

Mr. Myers. That’s right. We have a deed to the land, though. 

Mr. Moss. Let me say that I think that we can probably go over 
the country and find numerous instances where REA’s have had very 
happy relationships with the present administration and with pre- 
vious administrations. 

However, we are concerned here, I think, with the investigation 
of instances where they have not had. We are trying to determine if 
there is a policy of trying to-—— 

Mr. Horrman. There is an admission. 

Mr. Moss. Of course that is an admission, Mr. Hoffman. 

Mr. Horrman. How’s that? 

Mr. Moss. An admission of fact. We are investigating areas of 
complaint. 

Mr. Horrman. Oh, yes, sure. Just looking for trouble. 

Mr. Moss. We are looking for trouble, that is exactly right. It 
seems to me it would be unintelligent to do otherwise. 

To determine whether there has been a change in policy where 
they are forcing, or attempting to force, G. and T.’s into partner- 
ship arrangements which might not be the most advantageous, and 
in requesting the opportunity of appearing here, do you feel that 
you are qualified to comment upon the case that we have been hear- 
ing here all today, that of Western Colorado and the Colorado 
Ute? 

Do you feel that the partnership arrangement which has been 
entered into there is the best arrangement or do you think that 
perhaps there might be some justice in the contentions of the gen- 
tlemen who have appeared here today, and I would assume have 
equal experience and ability with you, that they could on their 
own do better? 

Mr. Myers. If I can get all that together, I feel very definitely, 
as I mentioned when I first started here, they have got an entire- 
ly different situation than what we have to work with. No one can 
sit and listen to this testimony that went on here today and feel 
that they have a similar situation to ours. 

Mr. Moss. Faced with the same problem, where your own intel- 
ligence and your own study indicated that going it alone would 
be more profitable and would better serve your members, would 
vou then advocate going ahead on a contract, in spite of those 
facts? 

Mr. Myers. TI would have to be sure that it would be feasible. 

Mr. Moss. Assuming that it were, as has been indicated today, 
would you then go ahead and insist upon the partnership arrange- 
ment ? 

Mr. Myers. Naturally, if it is feasible and you can afford it, if 
T might ad lib here a little bit, it is like the situation of ours down 
there. 
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It is much better to have your own source of power. Your control 
is just like your heart and your blood. You control your source of 
power and you control your power going to your members. That is 
much better. 

But like some people, maybe everyone would like to drive a Cad- 
illac, but some of us drive Chevies and Fords, so that is the reason 
that you have to.only spend what you can afford to do. 

Mr. Moss. You wouldn’t infer these gentlemen were trying to 
drive a Cadillac on a Ford budget, would you? 

Mr. Myers. That would only be shown through a good engineer- 
ing study, which I think they have had. 

Mr. Moss. Wouldn’t you assume they have had that? 

Mr. Myers. I would assume that, yes. 

Mr. Moss. Then, in effect, what you are telling us is that in your 

case, which you admit is quite diilerent than their case, you have 
had a happy and a proper relationship. 

Mr. Mysrs. That’s right. 

Mr. Moss. You are not telling us that they are wrong in their 
testimony, nor are you saying that if you were forced into a less 
sound arrangement economic ally, that that would be the arangement 
you should take. 

Mr. Myers. I would have to have a lot more facts than I have 
at the present time to agree that they are wrong or right. I can 
see from the bad feeling that is over there that is surely is going 
to be a difficult situation. 

Mr. Moss. In your suppliers, did you have problems of them ap 
parently not being able to maintain voltage and telling you that they 
couldn’t meet your load growth without considerable increases in 
cost ¢ 

Mr. Myers. We haven't had that situation. 

Mr. Moss. I think it is well to have on the record that there is an 
entirely different situation, and that your opinions do not relate in 
any way to the case we have heard today. 

Mr. Myers. That is entirely right. I want to get that straight. 

Mr. Moss. You are merely giving testimony that you have been 
happy. 

Mr. Myers. That’s right. 

Mr. Moss. Thank you. 

Mr. Cuuporr. Mr. Mollohan. 

Mr. Motiouan. No questions. 

Mr. Cuuporr. Mr. Knox. 

Mr. Kwox. No. questions. 

Mr. Crruporr. Mr. Hoffman, you have considerable time left. You 
have 4 minutes. 

Mr. Horrman. Well, all you are saying, and that is all I understood 
you to say when I talked with you in the back part of the hall or here 
and heard your testimony, is that so far as you are concerned, you 
are able to get along with Washington, that is, the present adminis- 
tration of REA, all right. 

Mr. Mysrs. That’s right. 

Mr. Horrman. That is all you are testifying to/ 

Mr. Myers. That is all I am testifying to. 


Mr. Horrman. They have been helpful to you / 


71597—56 —448 








734 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Myers. That is entirely right. 

Mr. Horrman. That is what Mr. Jones suggested. 

Mr. Myrrs. That’s right. 

Mr. Motronan. Mr, Chairman, may I ask one question ? 

Was there anything ever in your disc ussions which might sug- 
gest that you would have an interest in going it alone, in conversa- 

tions that you had with the REA officials? Did you ever propose 
going it alone, or was this a decision which you, within your board 
of direc tors, made yourself ? 

Mr. Myers. No. May I make it plain, we wanted to go one step 
farther, and that is assist the power company and borrow money from 
the REA. 

Mr. Mottonan. I understand that you did do that. 

Mr. Myers. The loan is still made to the Ark Valley G. & T. 

Mr. Monitonan. But you have assumed it? 

Mr. Myers. We have assumed it. They have assumed paying it 
off. 

Mr. Mottonan. Iam confused. I give up. 

Mr. Cuuporr. Mr. Bevers, do you have anything to add to the 
statement made / 

Mr. Bevers. I have nothing, Mr. Chairman. 

Mr. Cuvuporr. I want to ask you one question, Mr. Bevers. 

As I understand it, you are connected with the Ark-Kansas Valley 
Electric G. & T. Co. 

Mr. Bevers. That’s correct. 

Mr. Cuuporr. Haven’t you told members of your association at 

various times that you were not happy because you were forced, or 
insinuated, into a partnership with a private power company ? 

Mr. Bevers. I can’t say that did. However 

Mr. Cuuporr. Can you say that you didn’t? 

Mr. Brvers. The situation arose to where we had a nice public re- 
lations with the South Colorado Power Co., which is our main sup- 
plier of power. Therefore, it was agreeable by all concerned that we 
go in with the power company on this venture. 

Mr. Cuvuporr. But you apparently did make such statements prior 
to your going into the: partnership with the power company ? 

Mr. Brvers. I will say this in regard to that: that it was suggested 
that that was the best feasible way to get cheaper electricity. 

Mr. Cuuporr. And that was the best feasible way to get any kind of 
money out of the REA; isn’t that right? 

Mr. Brvers. I am not in a position to answer that, Mr. Chudoff. 

Mr. Cuvuporr. Would they have given you the money which you re- 
quested if you hadn’t gone on the partnership basis? 

Mr. Horrman. How does he know that ? 

Mr. Myers. I think I can answer that. 

Mr. Cuuporr. You answer it. 

Mr. Myers. It goes back to this old thing of economics. You can’t 
vet the money if you can’t show feasibility to pay it off. We couldn’t 
have got the money, because we couldn’t show feasibility to pay it off 
ourselves. 

Mr. Cuuporr. And your Southern Colorado Power Association w 
especially in bad shape, because you were running $1 million deficit is is 
that right ¢ 
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Mr. Myers. That’s right. That is a deficit from past years, of 
course. 

Mr. Cuuporr. I understand that. 

Thank you very much. 

Do you ‘have any further questions, Mr. Hoffman? 

Mr. Horrman. No. You don’t want to strike his testimony be- 

‘ause it shows aan with the Administration, do you? 

Mr. Cuuporr. I don’t want to strike anybody’s testimony. 

Mr. Horrman. I want to offer this letter and wire to show how 
Vance got his job. 

(Letter and telegram are as follows:) 


THE CoLorApo STATE ASSOCIATION OF REA COooPERATIVEs, 
August 31, 1955. 
BULLETIN 
To: State Board Members, Presidents, Managers, and Attorneys of Colorado 
Rural Electric Cooperatives. 
From: George Wilson, President and Acting Manager, Colorado State Associa- 
tion of REA Cooperatives, 802 Farmers Union Building, Denver 3, Colo. 

The Public Works and Resources Subcommittee of the House of Representa- 
tives has announced a hearing in Denver at the house chambers in the State 
capitol on Wednesday, September 7, 1955, beginning at 10 a. m. 

It is my understanding that certain persons have been invited to appear before 
the committee to give testimony but any others who wish to appear should get 
in touch with Mr. Arthur Perlman staff director, Public re and Resources 
Subcommittee, 362 House Office Building, Washington 25, D. C. 

This committee, as you know, is the Chudoff committee on whiten H. Vance 
Austin, our executive manager is now acting as associate counsel. 

If anyone has any pertinent material he wishes to present he should get in 
touch with Mr. Perlman. 

Miss Bernice E. DeBower, 19 South Center Street, Marshalltown, Iowa, with 
several years of accounting experience, four in REA work, is desirous of locating 
in Colorado with a rural electric cooperative. Please write her direct if inter- 
ested. 

Nucta CoLo., September 3, 1955. 
JAMES W. MYERS, 
Southeast Colorado Power Association, La Junta, Colo.: 


Don’t forget Chudoff committee hearing, Denver, Wednesday morning, house 
chambers, State capitol. Vance particularly anxious all managers and inter- 
ested parties be present. 

GEORGE WIson, President. 

Mr. Cuuporr. At this time I want to make a usual closing statement. 

I want to thank the witnesses, both the happy and the unhappy ones, 
for coming here to tell us exactly what the situation is in their particu- 
lar area 

I want to thank the great State of Colorado for its hospitality to the 
subcommittee in allowing us to use this fine legislative chamber for the 
hearing teday. 

We are going to Idaho Falls, Idaho, tomorrow, and will start hear- 
ings there on Fr iday, and I think it has been made clear today that the 
Colorado-Ute Electric C ooperative has entered into a partnership 
agreement with the Western Colorado Power Co. which the coopera- 
tive does not want and which it believes to be detrimental to its best 
interests. 

On the other hand, the agreement is quite beneficial to the power 
company, in that the power company operates the REA financed plant 
at a substantial profit to the company, with the resulting increase in 
cost to the ultimate consumer. 
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In addition, the power company will obtain power from the plant 
at the cost of fuel alone, the labor maintenance and administative 
costs for that power being paid by the REA customers. 

There can be no doubt at all from the testimony today that the co- 
operatives did not and do not want this one-way type of partnership 
arrangement, and would not. have entered into it if Mr. Ancher Nelsen, 
the REA Administrator, had not made it clear that the loan would not 
be granted unless the p artnership agreement was made. 

The forcing of partnership agreements is purely a matter of admin- 
istration policy. 

The law which sets up and governs Rural Electrification Adminis- 
tration does not require such an arrangement. In fact, I believe I am 
safe in saying that the Congressmen “and the Senators who enac ted 
those laws never expected or dreamed that those charged with carrying 
them out would force the REA consumers, as the price of a loan, to 
bring needed power to a remote area, to pay tribute to the very private 
power company which opposed the loan, and to put their plant and 
lines into the hands of that company. 

To deny these people the choice of operating their own plant and to 
force them into the hands of their longtime opponents, seems to me to 
be contrary to the spirit and purpose of the rural electrification laws. 
I fear it may be designed to create a situation favorable to the ultimate 
liquidation of the REA cooperatives and to turning their lines and 
facilities completely over to the private utilities, which in the past 
have failed to meet the needs of the rural consumers. 

We will certainly look into this situation very thoroughly, and when 
we hold hearings in Washington, we will give the REA officers an 
opportunity to explain and answer these problems. 

Mr. Horrman. For myself, I want to say I think you made a re- 
markably fine, from your standpoint, campaign propaganda for the 
next campaign. 

Mr. Cuuporr. I don’t think any of the Philadelphia papers will 
print it, Mr. Hoffman. 

Mr. Moss. Mr. Chairman, I would like to compliment the chairman 
on making an excellent policy statement. 

Mr. Horrman. That’s right. 

Mr. Jonas. Mr. ¢ ‘hairman, since everybody is making statements, 
may I make my usual one? 

Mr. Cuvuporr. You certainly may. 

Mr. Jonas. I think it is most unfortunate th: at the chairman of this 
subcommittee should prejudge a hearing that is supposed to be im- 
partial and factfinding, until all of the f facts have been established. 

Mr. Cuvporr, The subcommittee stands adjourned. 

(Whereupon, at 6:35 p. m., the subcommittee adjourned, to re- 
convene on Friday, September 9, 1955, in Idaho Falls, Idaho. ) 

(Denver newspaper comments on Colorado-Ute loan application 
follow :) 


[Rocky Mountain News, Denver, Colo., October 15, 1954] 
$40 Mittion REA Expansion OK’p IN STATE 
UNITED STATES REVEALS PLAN TO PUT $40 MILLION INTO COLORADO REA 
(By James Daniel, Rocky Mountain News Washington correspondent ) 
WASHINGTON, October 14.--Ancher Nelsen, Rural Electrification Administra- 


tor, Thursday disclosed plans for a major $40 million expansion in REA generat- 
ing and transmitting faciliti¢s in Colorado, 
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The announcement, given exclusively to the Rocky Mountain News, comes after 
repeated Democratic campaign charges that the Republicans are out to strangle 
the REA program. It apparently surpasses the rosiest Democratic promises to 
Colorado. 

Involved, Nelsen disclosed, are four groups, or supercooperatives, of REA’s. 
Their applications for generating and transmitting facilities are in different 
stages of readiness. 

FOUR REA GROUPS BENEFIT 


Going on Nelsen’s comments, these are the four groups in line to be taken 
care of handsomely by Washington. 

The Tri-State generating and transmitting group which serves parts of 
Nebraska, Wyoming, and Colorado. 

The Colorado-Ute group around Durango. 

The Southeast Colorado group of REA’s, around Pueblo and La Junta. 

The Sundance REA cooperatives in Wyoming. 

The Southeast Colorado group has obtained the pledge of the Rural Electrifi- 
cation Administration in Washington to finance its plans for a generator and 
transmission lines. 

The others are presumably learning of REA’s disposition to favor their plans 
for the first time from this issue of the Rocky Mountain News. Each project is 
estimated to cost around $10 million. 


PASSAGE OF POWER BILL VITAL 


Nelsen said the hopes of the Colorado farmers and small towns for better elec- 
trical service also depend upon passage next year of the upper Colorado River 
development plan with its giant power dams and reservoirs. 

He said that economical power operations will continue to require more hydro- 
electric power to peak steam generators. It is too expensive to depend on steam 
plants alone. There must be hydropower to catch the twice daily high loads of 
consumer demand. 

REA officials regard steam power as the means of meeting base load demands. 
Steam plants run at a steady pace and cannot store up electricity ahead of time 
for high-demand hours. But impounded Colorado River water would convert 
almost instantly into electricity. 

Meanwhile, the REA headquarters here offered further evidence that the 
Eisenhower administration does not merit the slurs hurled at it by public power 
zealots. 

171,000 FARMS GET POWER 


Under Eisenhower the backlog of unmet REA loan applications has been 
chopped from $220 million to $80 million. In the past year 171,000 farm families 
got REA power, their first connection with electricity, compared with 137,500 
whorwere connected up in the last year of the Truman administration. 

In addition, the REA rural telephone program, undertaken in the face of 
strong opposition from the Bell Telephone System, put 100,000 telephones into 
farm homes this past year, compared with 25,000 the year before and 2,000 2 
years ago. 

This is part of the record on which the administration asks to be judged 
November 2. 





AUSTIN WANTS TO SEE “COLOR OF DOUGH” - 


The Colorado State Association of REA Cooperatives is “tickled to death” 
about the plans for a $40 million REA expansion “but what we want is to see the 
color of the dough,” Vance Austin, association manager, said Thursday night. 

Austin said the cooperatives’ major problem is one of power supply, and “the 
delays have caused us no end of concern. 

“We are tickled to death Mr. (Ancher) Nelsen is planning on something. but 
what we want is loan approvals—not plans,” he said. “Our members haye been 
working on loan applications for months, even years. 

“What we want is to see the color of the dough. We want the money to start 
engineering and actual construction.” 

The Colorado-Ute and Tri-State groups “have been delayed by the REA to a 
point where they are desperate for power,” Austin said. 
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He pointed out that private money was available to both groups, but.at.higher 
interest. rates than the REA’s 2 percent. A difference of 1 percent in a 35-year 
loan would up the co-op's power cost 16 percent, he added. 


{The Denver Post, October 15, 1954] 


REA Considers State Loans or $40 MILLION 


3 MAJOR PROJECTS PROPOSED 


WasHIneton, October 15.—(AP)—Ancher Nelsen, Rural Electrification Ad- 
ministrator, said Friday that three possible REA power generating projects in 
Colorado—if finally applied for and approved—would involve Government loans 
of close to $40 million. 

Each of the proposals—the Tri-State, Southeast Colorado, and Colorado-Ute— 
would involve construction of generating facilities by groups of rural co- 
operatives. 

Nelsen stressed that all are in the formative stage. No specific sites-or plans 
have been selected, he said, and no applications for the loans have been sub- 
mitted to his agency. 

SOUTHEAST CLOSEST 


Nelsen, reached at home, said he could not accurately recall how much of a 
loan each project might involve. 

“The closest we’ve come to a commitment,” he said, “is with the Southeast 
Colorado outfit.” 

“There’s no question that a power problem exists there and we stand ready 
to take care of it. We've told the sponsors that the loan will be made if plans 
and the application meet specifications.” 


STUDIES UNDERWAY 


He said investigations were proceeding on the others to determine, among 
other things, if any existing power source could supply the needs. If no other 
source is available, Nelsen indicated, then the REA generating projects would 
stand a good chance of approval. 


{Rocky Mountain News, October 16, 1954] 
REA ORDERS FULL SPEED AHEAD 
FORTY MILLION DOLLAR EXPANSION PROGRAM FOR COLORADO PUSHED IN WASHINGTON 
By James Daniel, Rocky Mountain News Washington correspondent 


WASHINGTON, October 15.—The Rural Electrification Administration has 
ordered full speed ahead on Colorado REA proposals for generating and trans- 
mission facilities, Administrator Ancher Nelsen said Friday. 

Disclosing that he has called for progress reports on all four of the generat- 
ing and transmitting projects disclosed in Thursday’s Rocky Mountain News, 
Nelsen said that he wanted Colorado farmers to know “This Administration 
intends to completely serve the rural peoples needs in electricity. 

“That is not me saying that—that is the President of the United States.” 


IKE’S VIEWS ON REA PROGRAM 


“IT have his letter before me. In it he says that some people are busily 
circulating statements to the effect that this administration is opposed to rural 
electrification programs and that these programs are to be drastically curtailed 
in the coming fiscal year. 

“The President says this is part of a general fear psychology now being 
adroitly generated in fields other than rural electrification by people who have 
ends to serve that they consider more important than the truth. 

“The President says, and I agree, that our rural population will not be mis- 
led by such reckless and irresponsible statements.” 

Coming down to the Colorado situation, Nelsen said he stood by his statements 
to the Rocky Mountain News Thursday about the expectation that $40 million 
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a 
in generating and transmitting projects for the Rocky Mountain States, primarily 
Celorado, will be approved. 

This news apparently came as something of a shock to Colorado State REA 
Cooperative Association Manager Vance Austin. Asked by the Rocky Mountain 
News for a comment, Austin said he was “tickled to death” but he “wanted 
to see the color of the dough,” 


REA CHIEF WON’T TAKE BLAME 


“Our members have been working cn loan applications for months—even 
years,” he said. 

To this Nelsen said, “They can’t blame us for the years past. I have been 
in office a year and some months. We have made new records in new electrical 
hookups, new telephone hookups, and amounts loaded for generating facilities. 

“We intend to completely meet the needs of rural electrification. 

“The President said this in his letter to me. I don’t know of a better 
authority.” 

Washington bureaus let out early Friday because of the approach of Hurricane 
Hazel. Nelsen said this interfered with his getting detailed reports from his 
staff on the present position in each of the four projects named Thursday. 


DOOR ALWAYS OPEN TO COLORADANS 


But he said he was unaware of any delay in Washington in processing the 
requests for funds. He said “our door is open” and “we welcome the rural 
people of Colorado to come to us with their problems.” 

The reference to an Eisenhower letter was to a document dated September 28 
in which the President attempted to quash rumors of an impending close-down on 
REA and other projects. 

The basis of the report was a routine United States Budget Bureau request 
to Federal agencies to please try to cut down on spending next year to making 
a balanced budget possible. 





[Denver Post, October 17, 1954] 
DEMOCRATS’ CHAIRMAN SEES TRICK IN REA PLAN 


The chairman of Colorado’s Democratic Party said Saturday that the National 
REA Administrator “apparently has suddenly discovered” that Colorado rural 
farms and homes are in electric power and light disaster areas. 

Joseph Little commented on a report that Ancher Nelsen of Washington, D. C., 
REA Administrator, has announced plans for a stepup in REA networks in 
Colorado. 

Little said it was an “obvious last minute impulse to put a supercharge in the 
rundown campaign batteries of Republican Congressmen in northern and south- 
ern Colorado.” 


BATTERY CHARGER? 


“This Mr. Ancher Nelsen made his discovery on the eve of election and came 
up with an announcement that ‘a plan’ has been developed for a $40 million 
expansion of generating and transmission facilities for the REA. 

“There is a vast difference between a plan and an appropriation and I would 
like to see what would happen to a $40 million appropriation for REA expansion 
with a Republican-controlled House and Senate. 

“The announcement was put out at this time, on the eve of election, by the 
Republican administration to charge up the rundown batteries of Mr. William 
S. Hill and Mr. J. Edgar Chenoweth, and for no other reason.” 

Hill serves as a Republican Congressman from the second district and Cheno- 
weth as a Republican Congressman from the Third Congressional District. 


PURE BUNK CLAIMED 


“It is pure, unadulterated bunk, put out at this time to dazzle the voters in 
rural Colorado home and farm areas, and is a political trick to lure them into 
voting for two Congressmen who have been consistently and persistently against 
REA expansion most of the time they have had an opportunity to express them- 
selves in the House in Washington. 
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*% 
“* * * Of 65 key issues affecting power co-ops brought before the Federal 
lawmakers from 1943 to the adjournment of the 83d Congress, Chenoweth ‘voted 
favorably 5 times out of 26 and Hill 9 times out of 27.” 


[Denver Post, October 17, 1954] 


How To Lose FRIENDS 


Somebody played a dirty trick, perhaps unwittingly, on the members of several 
Colorado, Wyoming, and Nebraska REA cooperatives, when it was announced 
that their petition for $40 million in generating and transmission loans had 
been approved. The loans have not been approved. And therein is a story 
that promises nothing but a splitting headache for the Republican administration. 

Regardless of tortured explanations by Ancher Nelsen, REA Adnvinistrator, 
the G. O. P. record on G. and T. loans is bitterly resented by the co-op members 
and officers who are informed; and most of them are informed through the alert 
services of their national and regional associations and publications. 

The word is being passed from Washington REA offices throughout the whole 
REA pattern in this country that the administration is crippling the REA move- 
ment. That crippling is being done not by a frontal attack on the distribution 
and system improvement loans; it is being more subtly pressed against the provi- 
dence of low-cost power, either directly through Federal generation and sale, 
or indirectly through federated generation and transmission loans. If the power 
supply is dried up (or all co-op preference is wiped out), the co-ops will either 
be frozen in size or will be forced to hook up with private companies. In the 
latter event, neither the costs of power nor the supply of it may be compatible 
with the REA’s demands. 

The REA people are not deluded by words professing approval in principle of 
their program—words which are neither accompanied nor followed by action. 
They know that Mr. Nelsen has yet to make a single G, and T. loan to anyone, 
nnuywhere and that he has on several occasions been openly hostile to them. 

This newspaper has said many times that the present administration is losing 
friends among the REA members of America. Action in behalf of their merited 
applications for feasible loans—and not honeyed words—will win them back, 
inaybe. 


{Rocky Mountain News, Denver, Colo., October 21, 1954] 
STRANGE INDEED! 


One REA chief, two Democratic politicians and one Denver Post displayed 
curious and, to us, unexpected reactions to Ancher Nelsen’s announcement of 
$40 million plans for rural electrification in this region. 

Nelsen, Rural Electrification Administrator in Washington, revealed last week 
four project plans for power development in this area, mostly in Colorado. 

Promptly Vance Austin, manager of the Colorado Association of REA Coop- 
eratives, pooh-poohed Nelsen’s announcement. Which is strange, indeed, since 
Austin has said repeatedly he is for these projects. 

Lacy Wilkinson, Democratic congressional candidate in the second district, 
added his tenor to the pooh-pooh chorus. Which is strange again, since one of 
the projects will greatly benefit the area he wants to represent. 

Joseph F. Little, Democratic State chairman, called the announcement “pure, 
unadulterated GOP bunk.” Which is not strange, since he is not supposed to 
say nice things about Republican plans. 

But the most cockeyed criticism of all comes from the Denver Post. Continu- 
ing its campaign of opposition to the Eisenhower administration, the Post resorts 
to out-and-out misinformation. 

In an editorial published Sunday the Post adds its baritone to the Austin, 
Wilkinson, and Little chorus by declaring: 

“* * * Nelsen has yet to make a single G. and T. (generating and transmis- 
sion) loan to anyone, anywhere and that he has on several occasions been openly 
hostile to them.” 

From Washington Nelsen himself promptly scotched that untruth. 

He pointed out that since he became Administrator REA has made $56 million 
in loans for generation and transmission purposes. 
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These, he said, included large loans, among them Wisconsin, $9.6 million; 
Michigan, $8 million; Iowa, $7.7 million; Nebraska, $7.2 million; Alabama, 
$4 million; Alaska, $3.3 million; Minnesota, $1.6 million; and Kansas, $1.1 
million. 

As for the Post’s charge that he’s been hostile to such loans, Ancher Nelsen 
puts it right on the line. He said: 

“I’m not hostile to such loans. The only thing I’m against is making a loan 
which would create a higher cost of power.” 

We can’t see how even the firm of Austin, Wilkinson, Little & the Post could 
object to that economy approach. 

At any rate, since there has been this criticism, we think it is excellent that 
REA officials are scheduled to meet in Denver next week with Colorado area 
co-op groups to go over details of the $40 million expansion plans for this region. 

We share Nelsen’s optimism that all the problems springing from loans of 
this size ‘“‘will be solved.” 


[Rocky Mountain News, Denver, Colo., October 17] 
LITTLE SAYs REA Expansion Just “Pure, UNADULTERATED GOP Bunk” 


The Democratic State chairman charged Saturday the Republicans’ recently 
announced $40 million rural electrification expansion program was a “political 
trick” to dazzle rural Colorado voters. 

Joseph F. Little said the plan is a political trick “to lure rural voters into 
voting for two Congressmen who have been consistently and persistently against 
REA expansion.” 

“The announcement of the plan was put out on the eve of election by the 
Republican administration to charge up the rundown batteries of William S. 
Hill and J. Edgar Chenoweth,” Little charged. 

“There is a vast difference between a plan and an appropriation. I would 
like to see what would happen to a $40 million appropriation for REA expansion 
with a Republican controlled House and Senate.” 

The plan was announced by Ancher Nelsen, REA Administrator in Washington. 

“This Mr. Nelsen has suddenly discovered that Colorado rural farms and 
homes are an electric power and light disaster area,” Little said. 

“He made his discovery on the even of election and announced a $40 million 
expansion of generating and transmission facilities for REA. 

“It is pure, unadulterated bunk put out at this time to dazzle the voters in 
rural Colorado.” 


[Rocky Mountain News, Denver, Colo., October 17, 1954] 
REAL SHOT IN THE ARM 


Rural areas in this region in need of greater electrification have been given a 
real-shot:in the arm during the last 2 days. 

Out of Washington the Rural Electrification Administrator, Ancher Nelsen, 
has announced plans for a vast $40 million expansion in generating and trans- 
mitting facilities, mostly in Colorado. 

This major program of the Eisenhower administration exceeds even the rosiest 
hopes of REA supporters in the Rocky Mountain region. 

It is an answer to Democratic critics who have charged that the Eisenhower 
administration is planning to scrap REA. 

The program, when completed as promised, will mean immeasurable benefits 
to hundreds of farmers and other residents in remote areas. 

The contemplated projects, each at a cost of about $10 million, are: 

1. The Tri-State generating and transmitting group which serves parts of 
Nebraska, Wyoming, and Colorado. 

2. The Colorado-Ute group around Durango. 

8. The southeast Colorado group of REA’s around Pueblo and La Junta. 

4. The Sundance REA cooperatives in Wyoming. 

When Ancher Nelsen made this announcement Friday we asked Vance Austin, 
Democratic manager of the Colorado State Association of REA Cooperatives, for 
comment. 

Surprising, to us at least, Austin promptly pooh-poohed the announcement 

He said he was “tickled to death” that Nelsen was planning something but 
“what we want to see is the color of the dough.” 
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He added: “Our members have been working on loan applications for months, 
even years.” 

Surely Austin doesn’t blame Nelsen or the Eisenhower administration for this, 
Nelsen has been REA chief for only a few months over a year, and in that time 
a remarkable record has been made for rural electrical expansion. Here’s the 
record, according to Nelsen: 

Under the Eisenhower administration the backlog of unmet loan applications 
has been slashed from $220 million to $80 million. 

In the past year 171,000 farm families got REA power, their first connection 
with electricity, compared with 137,500 who were connected up in the last year 
of the Truman administration. 

In the past year 100,000 telephones were put into farm homes compared with 
25,000 the year before and 2,000 two years ago. 

Even in the face of this administration record Lacy Wilkinson, Democratic 
candidate for the Second Congressional District, got into the act Friday night 
by pooh-poohing Nelsen’s four-project program. 

This, too, is surprising, as one of the projects—the Tri-State generating and 
transmitting group—would be of substantial benefit to the very district he 
proposes te represent. 

Wilkinson’s skeptical attitude toward the four-project REA plan also seems 
to be ill-conceived in view of the fact that Nelsen cites as authority for his 
announcement the President of the United States. 

In a letter quoted by Nelsen the President told him: 

“We intend to completely meet the needs of rural electrification.” 


[Rocky Mountain News, Denver, Colo., October 19, 1954] 
REA Cutler PLANS DENVER MEETING ON $40 MILLION PROJECT 
(From the Washington bureau of the Rocky Mountain News) 


WASHINGTON, October 18.—Firing back at critics, Rural Electricfication Ad- 
ministrator Ancher Nelsen said Monday REA offigials will meet in Denver next 
week with Colorado area co-ops groups on plans for a $40 million expansion pro- 
gram—and he’s “confident” that problems ‘will be solved.” 

Skeptics have questioned whether the REA sincerely favors a major enlarge- 
ment of REA generating and transmitting facilities in Colorado. 

In reply, Nelsen pointed out that the REA has approved more than $56 million 
in such loans over the country since he became Administrator. 

“My attitude toward generation and transmission loans, and the authority to 
make these loans, has. been adequately demonstrated by words and deeds,’ he 
told the Rocky Mountain News. 


ESSENTIAL PART OF PROGRAM 


“As I have stated in speeches all over the coutnry, I personally feel that the 
veneration and transmission authority is an essential part of the REA pro- 
gram. Without it, we would have no bargaining power for rates and power 
supplies.” 

He added that “15 months ago, there could have been some justification for a 
wait-and-see attitude. Now * * * there is a record to look at. 

“Since I became Administrator, REA has approved more than $56 million 
in loans for generation and transmission purposes. 

“These have included large loans. Among them were—Wisconsin, $9.6 mil- 
lion; Michigan, $8 million; Iowa, $7.7 million; Nebraska, $7.2 million; Alabama, 
*4 million; Alaska, $3.3 million; Minnesota, $1.6 million; and Kansas, $1.1 
million. 


REFERS TO POST EDITORIAL 


“Yet in the face of this record,” Nelsen declared, “it is said Anchor Nelsen has 
yet to make a single G. and T. loan to anyone.” (EprTor’s Note.—Nelsen was re- 
ferring to an editorial in Sunday’s Denver Post.) 

“These loan were all made under this yardstick—what is the most economical 
way, from the viewpoint of the farmer, of meeting any needs which may exist? 

“We are now studying the very obvious Colorado problem and we will use the 
same yardstick.” 
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Nelsen last week revealed exclusively to the Rocky Mountain News that the 
REA was looking favorably on applications by four “super cooperatives” for the 
$40 million worth of generation and transmission facilities. 

They are the Tri-State group, serving parts of Nebraska, Wyoming, and Colo- 
rade, the Colorado-Ute group, in the Durango area, the southeast Colorado 
sroup of REA’s, in the Pueblo and La Junta vicinity, and the Sundance REA 
co-ops in Wyoming. 


FARMERS WORK ON PROBLEM 


The REA chief said he had been conferring ‘‘only this morning” with the 
Colorado-Ute group. “George Wilson, its president, informed me that the 
farmers there have been working on this problem for 15 years. I have been 
administrator a little over 15 months,” he said. 

“Last week,” Nelsen added, “we met with the Tri-State group. We also have 
been working with the Southeast group. 

“Next week at Denver, we will have continued conferences and I am con- 
fident these problems will be solved,” 

Tentatively, the Denver meeting is set for Monday. 

To charges that he has been “openly hostile” to the idea of G. and T. loans, 
published in the Post editorial, Nelsen said— 

“I’m not hostile to such loans. The only thing I’m against is making a loan 
which would create a higher cost of power.” 


[Denver Post, October 21, 1954] 
WALLOWING IN SEMANTICS 


Ancher Nelsen, Rural Electrification Administrator, some politicians and 
one of Denver’s newspapers (which shall remain nameless) appear to be disport- 
ing themselves, like playful porpoises, in a sea of semantics. 

First, it was announced by a newspaper (not the Denver Post) that a $40 
million REA generating and transmission loan for Colorado, Wyoming, and 
Nebraska had been “OK’d” by Mr. Nelsen. But that wasn’t quite accurate. 
The application for the loan had not even been completed. He had only given 
a “firm acknowledgment” of the REA’s need. That is somewhat short of $40 
million. 

In commenting on that development, this newspaper said, and we quote: 
‘‘* * * Mr. Nelsen has yet to make a single G. and T. loan to anyone, anywhere. 
* * *” Well, Mr. Nelsen replied (to the other paper) that REA had approved 
“more than $56 million in such loans over the country since he became admin- 
istrator.” He told the Associated Press that the figure was $99 million. We're 
not going to confuse things further by arguing over $43 million, although that 
is a passei of kilowatts. 

Well, our research indicates that Mr. Nelsen is right, in one sense. But the 
G. and T. loans he has approved have been enlargements or expansions of 
existing G. and T. systems, and not new ones of the type at issue in the three- 
state area of the Rocky Mountain west. Mr. Nelsen says he is in favor of such 
loans, because without REA G. and T. facilities, “we would have no bargain- 
ing power for rates and power supplies.” 

As to the last-mentioned point above, the REA folks say that competitive 
facilities such as REA steam plants in regions where bargaining power is 
needed to drive down power costs are precisely the projects which Mr. Nelsen 
seems reluctant to authorize. 

(Incidentally, the “other paper” chides this one for “opposition to the 
Eisenhower administration” on this issue. We recall that that same paper 
not long ago carried a withering criticism of Ike for being party to the Dixon- 
Yates contract in the TVA. A most outspoken critic of that questionable deal 
is the Scripps-Howard chain’s property in Memphis, the Commercial Appeal, 
which is published in the heart of the TVA country. Perhaps that was one 
of those chain editorials which the other Denver paper must use, but does not 
agree with. It didn’t say. On the other hand that appeared long before the 
election iself actually became imminent, too). 

Mr. Nelsen is coming out here to talk over the unapproved but needed $40 
million G. and T. loans. It is not cricket to flail him for not approving a loan 
which is: not ready for approval or rejection. We will say this for the man: 
Insofar as his relations with the local co-ops are concerned, he appears to 
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be less the target of their ire than the victim of fouled-up communications. 
But whether he really believes in new G. and T. loans, in areas where REA 
power thus provided will be truly a bargaining lever, remains to be demonstrated. 


[Denver Post, October 19, 1954] 
REA EXECUTIVE Faces QuIzzING ON LOAN POLICY 
By Robert H. Hansen, Denver Post Staff Writer 


Ancher Nelsen, national REA Administrator, next week in Denver will be 
asked by 400 rural electric leaders from 4 States to clarify his stand on loan 
applications totaling $40 million filed by Colorado co-ops. 

Some reports from Washington have given the erroneous impression that 
Nelsen has approved the loans, and that he will meet here next week to put 
the final touches on them. 

Actually, Denver REA leaders say the conference has been scheduled here— 
with Nelsen as a principal speaker—since last May, and that it can in no 
way be billed as a meeting to discuss the $40 million loan requests. 


PLANNED BY CO-OPS 


The conference was called and sponsored not by Nelsen or the REA, but the 
co-ops’ own independent national association, the National Rural Electric 
Cooperative Association. Nelson was invited to speak. 

The meeting will open Sunday at the Shirley-Savoy Hotel, with Nelsen sched- 
uled to appear Monday afternoon. Delegates from Colorado, Wyoming, Ne- 
braska, and Kansas will attend. 

“This is a regular routine meeting,’ said H. Vance Austin, manager of the 
Colorado State Association of REA Co-operatives. “It was not called to 
discuss our $40 million in loan applications, but Nelsen had better discuss them 
now.” 

Austin said the meeting will be general in nature, including discussions of 
power use, power supply and demand, other featured speakers, “housekeeping” 
reports from association committees and other normal business. 


[Rocky Mountain News, Denver, Colo., October 23, 1954) 


PROGRESS REPORTED IN COLORADO POWER TALKS 


(By Albert Colegrove, Scripps-Howard Staff Writer) 


WASHINGTON, October 22—*'Considerable progress” was reported Friday at the 
end of a week-long conference between Government officials and Coloradans seek- 
ing more electric power for the western part of their State. 

Since Monday, they have been discussing a $9 million expansion program which 
would be financed by the Rural Electrification Administration. 

Friday, the Coloradans left for their homes and an REA spokesman described 
the meeting as “quite satisfactory.” 

At the conferences were representatives of the Colorado-Ute Electrie Associa- 
tion, which is an organization of four power-distributing co-ops, the Western 
Colorado Power Co., and the REA. 

The REA spokesman said “consideration was given to a new system estimated 
to cost about $9 million. 

“It would include a steam generation plant in the 20,000-kilowatt class, and 
about 150 miles of heavy transmission lines.” 

He added that “the discussions also included the possibility of integrating the 
new system with the existing system of the Western Colorado Power Co. to re- 
duce costs of power.” 

Engineers are studying several possible sites for the proposed plant, he said. 

The Ute, “super co-op” is 1 of 4 in the Colorado area seeking REA financing to 
expand their generating and transmitting facilities. Last week the Rocky 
Mountain News reported exclusively that the REA was “looking favorably” on 
these plans, which call for some $40 million in REA financing. 

Representing the Ute association here this week were George Wilson of Nucla, 
association secretary ; Ray Moses of Alamosa, attorney; F. E., Laramore of Chi- 
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cago, engineer, and Ivan Patterson of Cortez, representing one of the group's five 
member Co-ops. 


THEY ATTEND MEETING 


Representing the Western Colorado Power Co. were President E. M. Naughton, 
George R. Corey, counsel, Allan Hunter, engineer, and J. A. Bullock, vice president 
and general manager. 

REA Administrator Ancher Nelsen headed the Government's representatives. 

Nelsen leaves Sunday fer Denver, where he»will speak Monday to the National 
Rural Electric Co-operative Association, an organization of Colorado, Wyoming, 
Nebraska, and Kansas co-ops. 

While in Denver, he has said, he also will confer with delegates from the four 
“super co-ops.” 





OPERATING AGREEMENT BETWEEN THE WESTERN COLORADO POWER COMPANY AND 
CoLoRADO-UTE ELEcTRIC ASSOCIATION, INC. 


AGREEMENT entered into as of the 28th day of April 1955, between CoLorapo- 
UTE ELECTRIC ASSOCIATION, INC. (hereinafter called the Cooperative”) and THE 
WESTERN COLORADO PoWER COMPANY (hereinafter called the “Company’’), both 
corporations of the State of Colorado. 

Whereas the Cooperative is a corporation organized by Colorado borrowers of 
the Rural Electrification Administration, consisting of the following Rural 
Hlectrification Associations: Delta-Montrose Rural Power Lines Association, 
San Miguel Power Association, Inc., La Plata Electric Association, Inc., and 
Empire Electric Association, Inc. and such other rural electrification associ- 
ations aS may become members of Cooperative (hereinafter called “REA Bbor- 
rowers” ), for the purpose of furnishing such REA Borrowers with electric power 
and energy ; and 

Whereas the Company is engaged, inter alia, in the generation and transmis- 
sion of electric power and energy and is at present furnishing electric power and 
energy to the REA Borrowers; and 

Whereas the parties believe that because of expected load growth in the 
area served by the Company and REA Borrewers, substantial additions to the 
venerating and transmission capacity will be necessary in the near and fore- 
seeable future; and 

Whereas the Cooperative has applied to the Administrator of the Rural Elec- 
trification Administration (hereinafter called the ‘“Administrator”) for a loan 
with which to construct a steam generating plant and a transmission plant; and 

Whereas the parties deem it mutually advantageous to have the Company 
operate the Cooperative’s generating plant in conjunction with the Company's 
generating plants and transmission system so as to minimize the amount of 
generating capacity which the Cooperative will have to construct. 

Now, therefore, the parties hereto agree as follows: 


PART I 


(This part of the Agreement is intended to deal with the obligations of the 
parties up to the time of the installation of a third unit in the Cooperative’s 
senerating plant.) 

Section 1. Loan Application and Construction by Cooperative. 

The Cooperative has applied to the Administrator for a loan in an amount not 
less than Seven Million Nine Hundred Twenty-Five Thousand Dollars ($7,925.- 
000) for the purpose of enabling the Cooperative to furnish the operating capital 
hereinafter provided for and to construct the following electrical facilities : 

(a) A generating plant (hereinafter called “Generating Plant”) containing 
two 12,650 kw. steam turbine generating units, and boiler capacity, which shall 
have a normal capacity, based upon the 1946 preferred standard rating of the 
American Society of Mechanical Engineers as amended, of 25,300 kw. and shall 
be constructed for throttle stream conditions of 600 pounds per square inch 
guage and 825° F., and shall be supplied with condensing equipment capable of 
maintaining 1.5 inches of mercury absolute pressure at the exhaust end of the 
turbine when supplied with cooling water having a temperature of 85° F.; the 
stafion being designed to enable it under normal commercial operation to pro- 
duce 125 million kilowatt hours annually while consuming coal having an average 
high calorific value of approximately 12,000 British thermal units per pound 
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as delivered to the steam generating unit of the plant and at an average rate 
not exceeding 14,000 British thermal units per kw.-hr. delivered by the plant 
to the transmission system. 

It is contemplated that the Generating Plant shall be located on the trans- 
mission system of the Cooperative at a site selected by the Cooperative and 
approved by the Administrator. Prior to submission to the Administrator of 
its selection of plant site including a site report, the Cooperative shall submit 
such selection and report to the Company. The Generating Plant shall be so 
constructed that it will deliver the entire capacity into a 115-kv.—44-kv. trans- 
mission plant; all of which are to be constructed and at all times owned by 
the Cooperative. 

All plans and specifications of the Cooperative’s engineer shall be submitted 
to the Company before they are approved for construction and the Company 
shall have the right to suggest changes in the design of the Generating Plant 
which the Company may believe necessary to enable it to operate the plant and 
maintain the service contemplated under this Agreement. 

(b) A transmission plant (hereinafter called ‘“Transmission Facilities’) con- 
sisting of approximately 169 miles of 115-kv. line, and sufficient 115/44-kv. step- 
down substation capacity to supply the requirements of the Coopertive, and inter- 
eonnections with the Company’s existing 44-kv. transmission system in the 
vicinity of Durango and Delta, Colorado. Each interconnection shall have an 
interchange capacity of not less than 12,000 kv.-a., and shall be constructed in 
accordance with good engineering practice. 

Upon the approval of the aforesaid loan application by the Administrator, 
the Cooperative shall proceed to arrange for the construction of the Generating 
Plant and Transmission Facilities (hereinafter collectively called the “Cooper- 
ative’s Facilities”) and shall attempt to complete the aforesaid construction 
by December 31, 1956. 

Section 2. Operation and Tests Prior to Commercial Operation. 

sefore the Generating Plant is ready for commercial operation, the Cooperative 
shall notify the Company when the Generating Plant shall be ready for trial 
operation and performance tests. The Company shall furnish the labor, mate- 
rial, and fuel necessary for such trial operation and performance tests. The 
Cooperative shall reimburse the Company for the actual costs incurred in fur- 
nishing such material, labor, and fuel, less appropriate credits for any energy 
produced at the Generating Plant and used by the Company. 

Section 3. Date of Connection. 

When the Generating Plant is ready for commercial operation, it shall be 
made available to the Company, and the Company shall thereafter operate the 
Generating Plant. The date on which the Generating Plant is made available 
to the Company shall be called the “Date of Connection.” 

After the Date of Connection, the Company agrees to furnish such labor, 
material, and fuel, as may be required, for tests prior to final acceptance of the 
Generating Plant by the Cooperative. If the Company should incur additional 
costs on account of such tests, the Cooperative shall reimburse the Company 
therefor. 

Section 4. Payments for Operation and Maintenance of the Generating Plant. 

(a) Energy Charge.—Beginning with the Date of Connection, the Cooperative 
shall pay the Company monthly, on account of Operating and Maintaining the 
Generating Plant hereunder, for the electric energy delivered by the Company to 
the Transmission Facilities for the use of the Cooperative during the preceding 
month an amount computed at the rate of 3.63 mills per kw.-hr. during the first 
five years succeeding the Date of Connection, and thereafter at the rate of 3.93 
mills per kw.-hr., for the first 100,000,000 kw.-hrs. delivered during the calendar 
year and for all excess delivered during the calendar year at 2.25 mills per 
kw-hr. 

As additional compensation, the Company will receive benefits from operating 
the Generating Plant as an integrated part of the Company’s electrical facilities. 

(b) Fuel Clause.—The above kw.-hr. rates are based upon a cost of coal or 
gas of Fourteen Cents ($0.14) per million B. t. u., the coal to be delivered to 
the Generating Plant (live storage pile or unloading hopper) and the gas to be 
delivered at Generating Plant meters. For any increase or decrease from such 
base cost of Fourteen Cents ($0.14) per million B. t. u. of One Cent ($0.01) or 
fraction thereof per million B. t. u. in the average cost of fuel consumed during 
the previous month, the above rates per kw.-hr. shall be increased or decreased, 
as the case may be for the ensuing month, at the rate of 0.014¢ per kw.-hr. 
per each one cent change for that portion of the total generated kw.-hr. pro- 
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duced by burning coal and at the rate of 0.0145¢ per kw.-hr. per each one 
cent change for that portion of the total generated kw.-hr. produced by burning 
gas. Should the Cooperative at any time be able to supply fuel of proper 
quality from a dependable source of supply at a lower cost, it shall have the 
right to do so and the Company agrees to purchase the same. 

(ec) Labor Clause.—For each increase or decrease from Company wage scales 
in effect January 1, 1955, of a full 5% in the average of the wage scales in 
effect at all of the generating plants operated by the Company during the 
previous month, the ensuing month’s bill payable by the Cooperative shall be 
increased or decreased, as the case may be, by the amount of $350 for each 
such full 5% increase or decrease. 

(d) Point of Delivery.—The point of delivery by the Company of electric 
power and energy to the Cooperative hereunder shall be at the Generating 
Plant at generator voltage (all station use excluded). 

(e) Measurement of Power and Energy Delivered.—The total amount of power 
and energy delivered hereunder shal] be determined by taking the arithmetic 
sum of the maximum demands occurring simultaneously as provided in Section 
11 of Part III hereof of individual demand meter readings in the case of power, 
and the arithmetic sum of the watt-hour meter readings in the case of energy, 
at all of the Cooperative’s delivery points of power and energy to REA Bor- 
rowers adjusted monthly to the Point of Delivery as defined in subsection (d) 
of this Section by addition of appropriate losses. 

Section 5. Trust Fund for Special Generating Plant Maintenance. 

(a) From the moneys received by the Company from the Cooperative in 
payment of the above kw.-hr. charge, the Company shall set aside the amount 
of One Thousand Seven Hundred Fifty Dollars ($1,750.00) per month for special 
maintenance, as hereinafter defined in Part III, Section 5, of the Generating 
Plant. These moneys shall be deposited by the Company in a bank or banks 
approved for that purpose by the Cooperative and the account shall be in the 
name of “The Western Colorado Power Company, Trustee for Colorado-Ute 
Electric Association,” and shall be designated “Generation Maintenance Ac- 
count.” The moneys deposited in the above trust account shall be used by the 
Company only for special maintenance of the Generating Plant and such other 
purposes as are hereinafter provided. 

(b) In the event that in any year of operation, computed from the Date of 
Connection, more than One Hundred Twenty-Five Million (125,000,000) kw.-hr. 
shall be generated by the Generating Plant, the Company shall deposit in the 
Generation Maintenance Account, in addition to the deposits provided for in 
subsection (a) of this Section, two-tenths (0.2) of a mill for each kw.-hbr. thus 
generated in excess of One Hundred Twenty-Five Million (125,000,000) kw.-hr. 
The amounts deposited in accordance with this subsection (0) shall be avail- 
able for payment for special generating plant maintenance in the same manner 
and to the same extent as the moneys deposited in accordance with subsection 
(a) of this Section, but only after all such latter moneys have been exhausted. 

(c) To the extent that the moneys deposited pursuant to subsection (0) shall 
not be used for such maintenance they shall be returned to the Company as 
follows: At the end of each ten (10) year period of operation the Generation 
Maintenance Account shall be audited and if the balance in such account exceeds 
Fifty Thousand Dollars ($50,000.00), the excess over that amount shall be first 





‘used, to the extent possible, to pay to the Company all such moneys deposited 


in the Generation Maintenance Account in accordance with subsection (6) of 
this section, and the balance, if any, in said Account in excess of Fifty Thou- 
sand Dollars ($50,000.00) shall be paid to the Cooperative. Upon termination 
of this Agreement, all such amounts paid by the Company in accordance with 
subsection (0b) of this Section, and not already repaid to the Company as here- 
inabove provided, shall, to the extent possible, be repaid to the Company from 
the moneys in the Generation Maintenance Account, and the balance, if any, 
shall be paid to the Cooperative. In computing the amount in the Generation 
Maintenance Account, the then market value of any outstanding securities pur- 
chased with moneys from said account shall be added to the amount on deposit. 

Section 6. Operating Capital. 

The Cooperative shall on the Date of Connection make available to the Com- 
pany at the Generating Plant Seventy-Five Thousand Dollars ($75,000.00) worth 
of coal and replacement parts, including not more than Thirty-Five Thousand 
Dollars ($35,000.00) worth of coal. Such coal and replacement parts shall be 
the property of the Cooperative but shall be available for use by the Company 
in the maintenance and operation of the Generating Plant; provided, however, 
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that the Company shall replace such of the coal as it may have used, as soon 
as is reasonably possible; and provided further, however, that if the Company 
fails to replace any such coal within sixty (60) days after such use, the Coopera- 
tive may deduct from the next bill submitted by the Company to the Cooperative 
the then market value of such coal. Thereafter, upon replacement by the Com- 
pany of such used coal, the Cooperative shall repay to the Company the amounts 
previously deducted therefor. Upon termination of this Agreement, the Coopera- 
tive may require the Company, if the Company has not already done so, to 
return to it the same amount of coal of like quality that the Cooperative has 
made available hereunder, and upon such return the Cooperative shall repay 
to the Company any moneys previously deducted from bills by the Cooperative 
in accordance with this Section, and not paid by it to the Company. 

Section 7. Generating Plant Personnel. 

The Company shall employ the following personnel to maintain and operate 
the Generating Plant and the Company shall not employ a lesser number than 
that hereinafter listed, or personnel with inferior skills, without the approval 
of the Cooperative : 

One chief operator; 3 qualified operating men per shift; 1 electrician, first 
class ; 2 mechanics, firsc class; and 3 utility men. 

If the Power Plant shall be located at a site where adequate housing facilities 
for Generating Plant personnel are not reasonably available, neither party shall 
have any obligation to furnish and maintain such housing facilities. 


PART II 


(This part of the Agreement is intended to deal with the obligations of the 
parties when a third generating unit has been installed in the Generating Plant.) 

Section 1. Additional Facilities. 

When, under the provisions of Section 1 of Part ITI, the Cooperative has in- 
stalled a third generating unit (hereinafter called Third Unit) the Company 
shall undertake the operation and maintenance of the Generating Plant and the 
Third Unit (hereinafter sometimes collectively called the Enlarged Generating 
Piant) under the provisions of this Agreement. The provisions of this Agree- 
ment applicable to such operation and maintenance and the provisions of this 
Part II shall become effective on the date when the Third Unit is ready for 
commercial operation and is made available by the Cooperative to the Company. 
The provisions of Section 2 of Part I shall be applicable to the Third Unit by 
substituting “Third Unit” for “Generating Plant,” also the provisions of Section 3 
of Part I pertaining to tests after the date of availability and prior to final 
acceptance of the Third Unit shall be applicable hereto. 

Section 2. Payments for Operation and Maintenance. 

All of the provisions of Section 4 of Part I shall be applicable to such Enlarged 
Generating Plant except: 

(a) The energy charges specified in subsection (a) thereof shall be changed 
to read “3.85 mills per kwh” for the first 125 million kwh and 2.25 mills per kwh 
for all additional energy in each calendar year. During the year when such 
Third Unit is connected, the rates as provided in Section 4 of Part I and in this 
Section shall be applied on a pro rata basis. 

(b) The figure “$350” in subsection (c) thereof shall be changed to read 
“$400.” 

Section 38. Trust Fund for Special Generating Plant Maintenance. 

Section 5 of Part I hereof shall be applicable to such Enlarged Generating 
Plant, except that the Company shall deposit in the Generation Maintenance 
Account a total amount of Two Thousand Six Hundred Twenty-live Dollars 
($2,625.00) per month; and except further that the two-tenths (0.2) of a mill 
payment shall apply only to kwh generated in excess of One Hundred Bighty- 
Seven Million Five Hundred Thousand (187,500,000) kwh in any year of opera- 
tion, and such payments shall be returned to the Company out of moneys il 
excess of Seventy-Five Thousand Dollars ($75,000.00). 

Section 4. Operating Capital. 

Section 6 of Part I hereof shall be applicable to such Enlarged Generating 
Piant, except that the Cooperative shall at the time of completion of the Third 
Unit make available at the Generating Plant a total of One Hundred Twelve 
Thousand Five Hundred Dollars ($112.500.00) worth of coal and replacement 
parts, of which not more than Fifty-Two Thousand Five Hundred Dollars 
($52,500.00) shall be in coal. 

Section 5. Generating Plant Personnel. 
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The Company shall employ the following personnel to maintain and operate 
the Enlarged Generating Plant and the Company shall not employ a lesser num- 
ber than that listed or personnel with inferior skills, without the approval of 
the Cooperative : 

One chief operator, 3 operators per shift, 1 eleetrician—tfirst class, 1 
electrician’s helper, 2 mechanics—first class, and 6 utility men. 

Section 6. Change in Location or Capucity of Third Unit. 

The provisions of this part II have been predicated on the understanding that 
the Third Unit shall have a capacity of 12,650 kw and shall be installed in the 
Generating Plant. In the event such Third Unit shall be installed at a location 
other than at the location of the Generating Plant, or shall have a capacity other 
than 12,650 kw, the parties shall agree upon the appropriate modifications of 
the provisions of Part II. 

PART III 


(This part of the Agreement is intended to include general undertakings of 
the parties and such obligations as apply to all periods of the Agreement. The 
term “Generating Plant” as used in this Part III shall mean the generating 
plant as it may be constituted at any period of the Agreement.) 

Section 1. Additional Capacity Required by Cooperative or Company. 

In order that both parties may realize the maximum benefits obtainable from 
operating the Generating Plant in conjunction with the Company’s generating 
facilities, electric power, and energy td supply the Cooperative’s loads will, 
under normal circumstances, be generated at the Generating Plant. Additional 
capacity required by the parties will be obtained as follows: 

(a) “Reserve Capacity” as used herein is defined as the difference between 
the total net capacity available to each party (all units in service, not 
excepting units out for maintenance and repair and including the total 
net capability of each party’s generating facilities and the tirm power 
available to it from other sources) and its 60-minute maximum load at the 
time of the Maximum Simultaneous Demand, as defined in Paragraph (b) of 
this Section 1. 

(b) “Combined Reserve Capacity” as used herein is defined as the dif- 
ference between the sum of the net capacity available to the Cooperative 
and the Company (all units in service, not excepting units out for main- 
tenance and repair and including the total net capability of the generating 
facilities of both parties and the firm power available to both parties from 
other sources all as determined by mutual agreement between the parties) 
at the time of the Maximum Simultaneous Demand as defined in this para- 
graph, and the maximum sum of the Cooperative’s and Company's 60-minute 
loads occurring simultaneously (hereinafter referred to as Maximum Simul- 
taneous Demand) in any calendar year. 

(ec) Responsibility for providing Combined Reserve Capacity shall be di- 
vided equally between the parties and such equality shall be obtained as 
follows: the Cooperative or the Company, as the case may be, contributing 
less than one half of the Combined Reserve Capacity shall pay to the other 
party an amount equal to eighteen dollars and fifty cents ($18.50) multiplied 
by the difference between one half of the Combined Reserve Capacity and the 
Reserve Capacity contributed by the party at that time. Payments of the 
amount determined shall be made in 12 equal monthly payments starting 
with the first day of January next following the occurrence of the Maximum 
Simultaneous Demand. 

(d) The Cooperative and the Company shall, at reasonable intervals, 
forecast their respective loads (adjusting such forecasts as conditions from 
time to time seem to warrant) for the next 36 months. 

(e) It is the intention of the parties to maintain a Combined Reserve Ca- 
pacity, except when equipment is out of service for repair, not less than 
the capability of the largest single generating unit whether located in the 
system of the Cooperative or of the Company (hereinafter called the 
“Largest Unit”). 

Mighteen months prior to the month in which the most current forecast 
indicates that the Combined Reserve Capacity will equal the capability of 
the then Largest Unit, the Cooperative or the Company, as the case may be, 
then contributing the least amount to the Combined Reserve Capacity will 
arrange either: (i) to finance and place orders for additional generating 
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equipment, having a capability at least equal to the capability of the Largest 
Unit (the size and location of such equipment shall be considered jointly 
by the parties and the party responsible for the next installation of generat- 
ing equipment shall do all things necessary to have such equipment in service 
within a period not longer than 12 months after the Combined Reserve 
Capacity is forecasted to equal that of the capability of the Largest Unit) : 
or (ii) obtain firm power from another source in an amount equal to the 
capability of the Largest Unit. 

(f) The obligation of the Cooperative hereunder to construct generating 
equipment is subject to its ability to obtain necessary loans from the Rural 
electrification Administration when such loans are required. 

(g) In the event that the Cooperative is unable to furnish additional 
capacity when required to do so by other provisions of this Section 1, the 
Company shall continue to operate the Generating Plant as herein provided 
and shall have the option of (1) furnishing such additional capacity itself 
or (2) furnishing electric power and energy to the Cooperative to the 
extent possible out of the Company’s then existing facilities. The rates to 
be paid by the Cooperative to the Company for electric service furnished 
pursuant to this subsection (g) shall, subject to the necessary authoriza- 
titon or approval, of any regulatory body having jurisdiction over such rates, 
be as agreed upon by the parties. 

Section 2. Entire Plant Capacity Available for Cooperative. 

On and after the Date of Connection the Company shall furnish to the Coopera- 
tive from the Generating Plant all of the electric power and energy requested by 
the Cooperative up to an amount equal to the net capability of the Generating 
Plant, and shall deliver such electric power and energy to the Transmission 
Facilities. The remaining electric power and energy generated by the Generating 
Plant shall belong to the Company, to be used and distributed by it as it may 
determine; provided, however, that the Company shall pay the Cooperative for 
all such generated energy in excess of 50,000,000 kwh in any calendar year at a 
rate to be agreed upon. 

Section 3. Operation of Additional Facilities. 

The Company will undertake the operation and maintenance of any addi- 
tional generating equipment installed by the Cooperative in excess of the 
Enlarged Generating Plant under terms and conditions mutually agreed upon. 

Section 4. Facilities to be Kept and Returned in Good Repair. 

The Company shall at all times make every reasonable effort to keep the 
Generating Plant in good repair and working condition, except for such special 
maintenance of the Generating Plant as has been deferred only because of lack 
of moneys therefor in the Generation Maintenance Account. Upon the ter- 
mination of this Agreement the Company shall return the Generating Plant in 
as good condition as when received, ordinary wear and tear excepted. 

Section 5. Special Maintenance of Generating Plant. 

It is intended that ordinary maintenance labor for the Generating Plant shall 
be provided by the Company without extra charge to the Cooperative on the 
basis that the rate agreed upon is sufficient to compensate the Company for its 
eosts and expenses with respect thereto. Special maintenance of the Generat- 
ing Plant, however, is not included in the kwh charge, except for the trust fund 
available for special maintenance of the Generating Plant. Such special main- 
tenance shall be considered any maintenance labor which cannot be supplied 
by the regularly employed maintenance and operating men, as hereinabove 
set forth, during regular working hours, and any materials or new equipment 
or spare parts. 

Section 6. Advance Notice of Use of Generation Maintenance Account. 

Whenever possible, the Company shall give reasonable advance written notice 
to the Cooperative of the need for any special maintenance of the Generating 
Plant and shall obtain the approval of the Cooperative to the expenditure of 
moneys therefor before proceeding therewith. In the event of any such main- 
tenance of a routine or emergency nature, the Company shall have the right to 
proceed therewith without prior approval of the Cooperative, but shall notify 
the Cooperative thereof in writing. Every notification by the Company to the 
Cooperative of the need for any such maintenance shall contain an estimate 
of the cost thereof. All of the foregoing, however, is subject to the proviso that 
the Company shall assume one-half the cost of all maintenance not covered 
by insurance made necessary by the negligence of the Company or its employees 
and shall assume the entire cost of all maintenance not covered by insurance 
made necessary by the willful negligence of the Company or its employees. 
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Section 7. Withdrawals from Generation Maintenance Account. 

Moneys shall be withdrawn by the Company from the Generation Maintenance 
Account for special maintenance upon the approval of the Cooperative but may 
be withdrawn for emergency or routine maintenance without prior approval of 
the Cooperative. All checks drawn upon the Generation Maintenance Account, 
whether in direct payment of maintenance chargeable to said Account or for 
reimbursement to the Company for moneys advanced by the Company for main- 
tenance chargeable to such Account, shall be signed only by such officers or 
other representatives of the Company as the Company shall designate for such 
purpose and the Cooperative shall furnish to the Company and to the bank or 
panks in which any of the Generation Maintenance Account funds are deposited 
satisfactory evidence of the right of the Company to so withdraw moneys from 
such Account. 

Section &. Investment and Return of Generation Maintenance Account. 

The Company shall, to the extent that the Cooperative requests it so to do, 
invest moneys from the Generation Maintenance Account in such United States 
government securities as the Cooperative may direct, such securities to be held or 
used for the same purposes as the Generating Maintenance Account; provided, 
however, that no investment in securities shall be made which will reduce the 
balance in the Generation Maintenance Account to an amount less than the sum of 
three months’ deposits to such Account. In the event of termination of this 
Agreement, any balance remaining in the Generation Maintenance Account, and 
any securities purchased with moneys from said Account, shall be paid or trans- 
ferred, as the case may be, to the Cooperative by the Company, except as otherwise 
in Section 5 of Part I and Section 3 of Part IL provided. 

Section 9. Additional Payment. 

Payment by the Cooperative to the Company as hereinabove set forth shall be 
considered payment in full to the Company for all of its obligations under this 
Agreement, except for (a) taxes chargeable to the Cooperative because of its own- 
ership of its Generating Plant which are to be assessed against and paid by the 
Cooperative; (b) any sales or excise taxes imposed upon the Company, the amount 
of which is based on electric power and energy delivered hereunder by the 
Company to the Cooperative; (c) special maintenance of the Generating Plant, not 
already provided for by the Generation Maintenance Account described in Sec- 
tion 5 of Part I and in Section 3 of Part II hereof; and (d) such insurance (except 
Workmen’s Compensation insurance for the Company’s employees and Public 
Liability and Property Damage insurance, which the Company shall provide at its 
own expense) as the Cooperative shall request the Company to purchase, which 
insurance the Company agrees to purchase but in no case shall the insurance 
carried be less than that normally carried by Company. 

The Cooperative shall reimburse the Company for any of the foregoing costs or 
expenses of the Company((b), (c) and (d) supra), hereinabove excluded from 
the kwh charge, within thirty (30) days after the Company shall have submitted 
its bill therefor to the Cooperative; provided, however, that in the event the 
Cooperative shall furnish any moneys to the Company for maintenance in addi- 
tion to the moneys in aforesaid Generation Maintenance Account, the Cooperative 
shall be repaid such additional moneys from the Generation Maintenance Account 
as soon as the latter are available, and prior to any repayment to the Company 
under the provisions of Section 5 (c) of Part I and Section 3 of Part II hereof. 

Section 10. Make-up Energy. 

Electric power and energy to supply the Cooperative’s loads will under normal 
circumstances be generated by units in the Generating Plant. When units of the 
Generating Plant are out of service for scheduled or emergency repairs, or when 
the Cooperative otherwise requires energy out of the Combined Reserve Capacity, 
the Company will furnish the necessary make-up energy out of the Combined 
Reserve Capacity at the then applicable rate specified in this Agreement. 

Section 11. Determination of Cooperative’s Maximum Demand. 

The Cooperative’s maximum demand for any period shall be determined by suit- 
able instruments and shall be the highest 60 minute integrated demand, during 
such period, at the points of delivery to the REA Borrowers measured simul- 
taneously and adjusted to Point of Delivery. 

Section 12. Meter Installations and Payment. 

Meters shall be installed and maintained by the Cooperative, and Company shall 
have the right to install and maintain such meters as it desires. Meters shall be 
read regularly by the Company on the twentieth day of each calendar month and 
bills for service hereunder shall be rendered by the Company to the Cooperative 
ionthly. Payment therefor shall be made at the oflice of Company in Montrose, 
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Colorado, within fifteen (15) days after the bill therefor shall have been mailed to 
the Cooperative; provided, however, that if the fifteenth day shall fall on Sunday 
or a Holiday, the next following business day shall be considered the fifteenth day. 

Section 13. Meter Testing and Adjustment. 

Each meter used in determining the demand for or amount of electric energy 
supplied hereunder shall, by comparison with accurate standards, be tested 
and calibrated by the owner at intervals of not to exceed 12 months. The owner 
shall give the other party written notice by mail at least three days prior to the 
date of such test. If a meter shall be found incorrect or inaccurate, it shall be 
restored to an accurate condition or a new meter shall be substituted. 

Either party shall have the right to request that a special meter test be made 
at any time. If any test made on request discloses that the meter tested is regis- 
tering correctly, or within 2% of normal, the party requesting such test shall 
bear the expense of such test. 

The results of all such tests and calibrations shall be open to examination by 
either party and a report of every test shall be furnished immediately to the 
other party. Any meter tested and found to be not more than 2% above or below 
normal shall be considered to be correct and accurate insofar as correction of 
billing is concerned. If as a result of any test, any meter is found to register 
in excess of 2% either above or below normal, then the readings of such meter 
previously taken for billing purposes shall be corrected according to the percent- 
age of inaccuracy so found, but no such correction shall extend beyond ninety 
days previous to the day on which the inaccuracy is discovered by such test. 

For any period that a meter is found to have failed to register, the demand 
established or electric energy delivered, as the case may be, shall be estimated 
on the basis of best information available. 

Section 14. Voltage Regulation. 

The Company shall endeavor to deliver energy to the Transmission Facilities 
at transmission line voltage with an allowable variation of three percent (3%) 
above or below normal voltage. 

Section 15. Right of Inspection. 

Duly authorized representatives of the Cooperative and the Administrator 
shall have the right to inspect the Generating Plant at all reasonable times and 
to give instructions to the Company with respect to the care, maintenance and 
operation thereof, and the Company agrees to comply with all such reasonable 
instructions or requests. In the event that the desired inspection requires prep- 
aration of the facilities to be inspected, the Company shall prepare such facilities 
for such inspection ; provided, however, that in all such cases the Company shall 
be given reasonable advance notice of the intended inspection ; and provided fur- 
ther, however, that whenever any inspection requires the complete shutdown of 
a major unit, it shall be made at times mutually agreeable to the parties. 

Section 16. Transmission of Power and Energy over Hither Party’s Transmis- 
sion Facilities. 

(a) Each party shall be entitled to the use of the transmission facilities of 
the other in the circumstances hereinafter set forth only if there is excess capac- 
ity available therefor in the other party’s transmission system : 

(i) The Company shall have the right to transmit power and energy from 
the Generating Plant, over the Transmission Facilities, into the Company’s 
system for the Company’s use at no charge therefor (other than for losses). 
Such losses shall be computed on the same basis as Cooperative’s losses. 
Payment for such losses shall be in energy generated. 

(ii) Each party shall have free use (except for losses) of transmission 
facilities of the other party for transmission of the available Reserve Capac- 
ity into its facilities. Payment for such losses shall be at incremental fuel 
cost or in energy generated as mutually agreeable between the parties. 

(iii) In the event an emergency condition should arise on either party’s 
system, the party whose system is thus affected shall be entitled to the free 
use of the transmission facilities of the other during the duration of such 
emergency. 

(b) Neither the Cooperative nor the Company, as the case may be, shall charge 
the other party for the inadvertent transmission of power and energy over the 
facilities of the other party: Provided, however, Where such inadvertent trans- 
mission imposes untenable conditions as to overloading, losses, or stability the 
party causing such conditions shall be responsible for their correction. 

(c) Nothing in this section 16 contained shall be construed as granting either 
party authority to install additional substations on the transmission facilities of 
the other or as authorizing either party to make any addition, alterations, or ex- 
tensions thereto. 
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Section 17. Records. 

The Company shall keep cost records in accordance with the classification of 
accounts prescribed by the Public Utilities Commission of Colorado, of its main- 
tenance and operation of the Generating Plant and said reeords shall be available 
for inspection by the duly authorized representatives of the Cooperative and the 
Administrator at all reasonable times. The Company shall also keep a log of the 
operation of the Generating Plant and shall submit to the Cooperative copies of 
the daily log sheets. 

Section 18. Power and Energy Interchange on Cancellation of Agreement. 

In the event that this Agreement shall be cancelled in accordance with section 
21 of this Part III or shall be otherwise terminated prior to the expiration of 
thirty-five (85) years from the Date of Connection, the parties agree that each 
shall make available to the other on an interchange basis to the extent that each 
is able to do so, as much capacity as may be requested by the other, the rates for 
such interchange of power to be then determined. 

Section 19. Persons and Towns Already Served. 

The Cooperative for itself and its REA Borrowers agrees that they will not, 
without the written consent of the Company, furnish or extend their facilities 
for the purpose of furnishing electric power or energy for sale or distribution 
within the corporate limits of any city or town where electric service is being 
furnished by the Company, and that they will not furnish electric power or energy 
for distribution to or use on premises where such service is being furnished by 
the Company or whose premises are capable of being served by the existing 
facilities of the Company without extension of its distribution system other than 
by the construction of lines not exceeding three hundred feet in length. 

Similarly, the Company agrees that it will not, without the written consent of 
the Cooperative or REA Borrower affected, as the case may be, sell or extend its 
facilities for the purpose of selling electric power or energy within the corporate 
limits of any city or town where electric service is being supplied by the Coopera- 
tive or REA Borrower affected and that it will not sell or distribute electric power 
or energy for use on premises where such service is being furnished by the Coop- 
erative or such REA Borrower, or whose premises are capable of being served by 
the existing facilities of the Cooperative or the REA Borrowers without exten- 
sion of their distribution systems other than by the construction of lines not 
exceeding three hundred feet in length: Provided, however, That the provisions 
of this Section shall not apply to any cases where the Company or REA Borrower 
is, at the Date of Connection, selling or providing power or energy for sale to 
consumers within the corporate limits of any city or town being supplied by the 
other party. 


Section 20. Uncontrollable Forces. 


Neither party shall be considered to be in default in respect to any obligation 
hereunder, if prevented from fulfilling such obligation by reason of uncontrollable 
forces, the term uncontrollable forces being deemed for the purposes of this 
Agreement to mean any cause beyond the control of the party affected, including, 
but not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court of public authority, which by exercise of due diligence and foresight such 
party could not reasonably have been expected to avoid. Either party rendered 
unable to fulfill any obligatien by reason of uncontrollable forces shall exercise 
due diligence to remove such inability with all reasonable dispatch. 


Section 21. Term of Agreement and Termination Thereof. 


This Agreement shall continue in effect for a period of thirty-five (35) years 
from the Date of Connection, subject, however, to termination by either party 
on any anniversary date upon the giving of written notice by either party to 
the other not less than two (2) years prior to such anniversary date; but in no 
event shall any notice of termination take effect before five (5) years after the 
Date of Connection of the first two units: Provided, however, The Company 
shall not have the right to terminate this Agreement prior to the date the Third 
Unit is placed in commercial operation by the Cooperaitve or equivalent capacity 
is obtained from other sources. 

Should energy generated at the Generating Plant be reduced below 100,000,000 
kw.-hrs. for a calendar year as a result of the Cooperative’s obtaining power from 
another source, the Company shall have the right to terminate this contract upon 
such notice to the Cooperative. Nothing in this paragraph contained shall pro- 
hibit any REA Borrower from utilizing its presently installed generating capacity. 
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The “anniversary date” herein mentioned shall be the day and month of the 
Date of Connection. 


Section 22. Extension and Cancellation of Existing Contracts Between Com- 
pany and Cooperatives’ Consumers. 


Within ninety (90) days after the approval of this Agreement by the Admin- 
istrator, the Company shall send to each of the REA Borrowers a letter offering 
to extend its existing power contract with such Borrower until the date of 
Connection subject only to the ability of the Company to furnish such Borrower 
with its electric power and energy requirements until such time. The letter 
shall further provide that the Agreement, when and if so extended, shall be 
deemed cancelled as of such Date of Connection and that such offer of the Com- 
pany can be accepted by each such Borrower by a letter addressed by such 
Borrower to the Company stating its acceptance. 


Section 23. Successors and Assigns. 


This Agreement shall apply to and be binding upon the successors and assigns 
of the parties hereto. 


Section 24. Approvaland Authorization. 


This Agreement shall become effective upon the written approval of the Ad- 
ministrator and, if necessary, authorization of any regulatory bodies having 
jurisdiction over the Company. So long as the Cooperative is indebteded to the 
United States of America, no amendment of this Agreement shall be effective 
without the written approval of the Administrator, and wherever this Agree- 
ment provides for an agreement between the parties, such agreement shall 
be subject to the approval of the Administrator. Every right given hereunder 
to the Cooperative shall be deemed given also to the Administrator. The ap- 
proval of the Administrator to this agreement shall not be construed as obligating 
the Administrator to make loan funds available in excess of the amount specified 
in Part I, section I of this Agreement. The Company shall diligently endeavor to 
cbtain all authorizations, from regulatory bodies having jurisdiction over the 
Company, required by law in order to enable it validly to enter into this Agree- 
ment and to perform all of its obligations hereunder. 

IN WITNESS WHEREOF, the parties hereto have caused these presents to be 
executed in their respective names and their corporate seals to be hereunto 
affixed by their respective officers thereunto duly authorized, all as of the year 
and day first above written. 

CoLORADO-UTE ELECTRIC ASSOCIATION, INC., 
By FRANK MEAKER, President. 


Attest: 
Gro. G. WILson, Secretary. 
THE WESTERN COLORADO POWER COMPANY, 
By J. A. BULLOCK, 
Vice President and General Manager. 
Attest: 


H. M. Doun, Assistant Secretary. 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


FRIDAY, SEPTEMBER 9, 1955 


House or RepresENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND REsourRCcES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Idaho Falls, Idaho. 

The subcommittee met, pursuant to recess, at 9 o'clock, a. m., in the 
Bonneville Court House, Idaho Falls, Idaho, Representative Earl 
Chudoff (chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff, Moss, Hoffman, and 
Jonas. 

Also present: Arthur Perlman, staff director, James A. Lanigan, 
subcommittee counsel, and H. Vance Austin, associate counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

It is very pleasant here this morning, but I imagine as we get inov- 
ing it will be a little warmer, so I have no objections to anybody re- 
moving his or her coat. 

If you will notice, the majority of the committee has already done so. 

We appre iate the people from this section of the country coming 
here today to give us the facts concerning their power problems. We 
Members of Congress need the information to know how the laws 
being passed by Congress are lived up to, and what new laws might 
be needed. 

This committee has received numerous complaints that the agencies 
of the Federal Government charged with the sale of federally gen- 
erated electric power are not selling that power in accordance with 
the sections of the law that are usually referred to as the preference 
laws. These laws provide generally that public bodies, municipal 
electric systems and REA-financed cooperatives shall have first call 
on the power. 

This is the fourth stop for the committee on its trip throughout the 
country. We have had previous hearings in Springfield, Mo., At- 
lanta, Ga., Denver, Colo., and we are now in your city. 

Next week we open hearings in San Francisco. 

In each of the cities already visited many witnesses representing 
preference customers for Federal power have told us that they are 
not faring too well under the current power marketing policies of 
the Department of the Interior and related agencies. 
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The investigation is set up by myself as chairman is following the 
procedure that we are going to hear the complaints first, after which 
the record will be transcribed and the Department of Interior will be 
given a copy of the hearings. 

They will then be given an adequate amount of time to study the 
record and some time in the latter part of September, tentatively the 
26th and 27th, representatives of the Secretary of the Interior, from 
the various power administrations and the REA’s will have an op- 
portunity to appear before this committee for the purpose of making 
answer to the various charges. 

I make this part of my opening statement because I have been 
charged and accused of refusing to hear the other side of the case. 
The minority would like us to hear everybody at one time. 

I feel it the best practice that we will hear the complainants and 
then we will hear the administration representatives. 

I have also been charged with using this committee as a political 
sounding board. I do not believe that it should be political. I think 
that the people that use public power are both Republicans and Demo- 
crats. Nevertheless, if the minority feels that this is political, maybe 
it will be a good issue to resolve itself in the coming campaign. 

I am pe rsonally from Philadelphia. We haven’t any public power 
problem at all in Philadelphia. We buy our power from the Phila- 
delphia Electric Co. and we Philadelphians pull a switch and get 
electricity, and that is all we know about it. 

There hasn’t been a single word about this committee in the Phila- 
delphia newspapers, and I cannot gain anything or lose anything by 
being chairman of this committee. This is a factfinding body. We 
are going to get the facts from both sides, write a report and make 
recommendations. 

I just want to close by saying we have a schedule to adhere to. We 
don’t have very much time. The committee is due to leave Idaho Falls 
about 3 o’clock from the airport, and we are going to have to finish 
at 1 o’clock promptly, so I would like the witnesses to be as concise 
as possible so that we can hear as many of you as we can. 

The list is quite long, and I am afraid that we might not be able 
to get to everybody. We are going to try to, if possible. 

Mr. Jonas. Mr. Chairman, may I have 2 minutes? 

Mr. Cuuporr. Surely. We would like your cooperation, and I am 
sure we can get your story if you cooperate. 

Now Mr. Jonas. 

Mr. Jonas. May I state for the record and for the information of 
any members of the press present, that it is quite obvious that this 
investigation so far has been completely one sided. The investigation 
is dominated completely by the majority members. 

At each point of hearing the majority members of the committee 
have given out statements denouncing the administration and giving 
approval to the charges and complaints that have been made, before 
we have even had an | opportunity to hear the other side. 

My concept of a fair investigation is to hear both sides of a con- 
troversy at the same time, not divide up the heari ing, hear complainants 
at one sitting and then wait several weeks later after the charges have 
been given publicity, before giving the other side an opportunity to tell 
its side of the story. 
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And anything that I may have said in criticism of the procedure of 
the committee has been based on my feeling that the only way to 
conduct a fair hearing or a fair investigation is to hear the com- 
plainants and the defendants at the same time so that everybody inter- 
ested in the controversy and all those who are present and the press 
will get both sides at one sitting. 

Mr. Horrman. May I be heard a minute ? 

Mr. Cuuporr. Are you through, Mr. Jonas? 

Mr. Jonas. Yes. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. Unlike the chairman of the committee, [ am a patron 


of at least 2 installations of REA, and a member of at least 2 co-ops. 


[ have no criticism of the members of the committee, the majority 
members, personally at all. My protest that I put on record is as to 
the saaitiol of holding hearings. 

We are all familiar with the fact that a charge once made, a false- 
hood once uttered, is never adequately answered by a subsequent 
statement made either weeks or months afterward. It is admitted that 
truth never overtakes a lie once told, a false statement made. 

I made no charge here that anyone has made any false state- 
ments. That will be determined by the record. I think that is 
all I care to say as to the method of the hearings, the holding of 
the hearings—hearing the charges without any opportunity at the 
time before the same newspaper correspondents, before the same 
audience, to either cross-examine or refute those charges. 

The policy, the procedure here pursued, is in direct opposition to 
that—as long as politics have been mentioned—of the Democratic 
Party, which has been vigorously and continuously of late protest- 
ing the present national security program on the ground thaé those 
against whom charges were made have had no opportunity to be 
heard. 

Here the National Administrator of the REA and the power com- 
panies are, in effect, by statements made by the chairman, charged 
with a conspiracy to ignore, either intentionally or unintentionally, 
statutory provisions. They have had no opportunity to come in at 
the time the charges are made and refute those charges. 

Thank you very much. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. Mr. Chairman, I would like to state that the chairman 
is conducting these hearings in accordance with the general practices 
of the Congress under both Democratic and Republican majorities. 

It would be somewhat of a fiasco to start out and require the attend- 
ance of the Administrator of REA and the high officials of the 
Department of the Interior at each and every stop. I think it is 
traditional in this country that even in court proceedings one side 
presents their case, the other then deals with theirs. 

The attempt to make this appear as a political or an unusual pro- 
cedure is in itself evidence that there appears to be a widespread 
public interest, and that perhaps the policies now being pursued are 
not the most popular. 

It is in itself a very political statement and an attempt to detract 
from the job at hand the development of the areas of complaint for 
the consideration of the Congress. Without the case of the people 


758 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


who are customers of the Federal Government, it would be impossible 
for the administration to come forward and say that its policies were 
just. 

I might, in compliment to the minority members, point out that 
they have at each and every opportunity raised this question and put 
in the record their objections to these very usual and regular pro- 
cedures of a congressional committee. T he chairman has been emi- 
nently fair. 

Mr. Horrman. Just one moment before you go any further. 

Mr. Cuuporr. Mr. Hoffman, I don’t want to appear to cut you off, 
and I am going to give you an opportunity to be heard. 

We could probably sit here from 9:15 to 1 o’clock debating the 
propert procedure to hold these hearings. 

As chairman of this committee and as a member of the majority, 
I have the responsibility of setting up the rules of procedure, and I 
have set this type of procedure, and if you feel that it is not the proper 
procedure, you are free to state it. You have stated it before, Mr. 
Jonas has stated it in every city we have been in. Please make your 
future remarks very brief, so we can get to the witnesses. 

Mr. Jonas. May I have I just 1 minute? 

Mr. Cuvuporr. I think Mr. Hoffman made the first request. 

Mr. Horrman. I don’t care, if you want to go first. 

Mr. Jonas. May I say also for the record and for ee information 
of those present, the chairman of the subcommittee—and I am a great 
admirer of his, he and I get along very well, we have no personal 
quarrels, and I say the same thing about the gentleman from Cali- 
fornia—the chairman of the subcommittee has announced today that 
this committee has received complaints from this area. 

1 would like for the record to show that if it has received com- 
plaints from this area of the United States, the minority members of 
this committee have not been informed of those complaints, we have 
not been given copies of them. 

We do not know what the hearing in Idaho Falls will deal with. 
We don’t know what witnesses have been invited to attend. We don’t 
even know what the charges are, and we won’t know until the witness 
testify here, and that is the sort of thing that I object to, and which 
I have characterized as being an unfair way to conduct a factfinding 
investigation. 

Mr. Cuuporr. I want to just say in reply to that, that I, too, do not 
know what the witnesses are going to say. We don’t make a record 
on investigations. We make a record on what they say, and I haven’t 
the least idea what they are going to testify to, and when they tell 
their story then we will know. 

At this time I would like to call Mr. Ed Fanning, mayor of Idaho 
Falls. 

Mr. HorrmMan. Wait a moment. May I get mine in. We will make 
it brief. 

In answer to the statement of Mr. Moss, you came to Congress 
when, Mr. Moss? 

Mr. Moss. I came there in 1953, Mr. Hoffman. It doesn’t take me 
forever to learn the procedures of the House. 

Mr. Horrman. Well, I have been a member of this particular 
committee and its predecessor Committee on Expenditures in the 
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Executive Departments ever since 1935, twice chairman of it, a mem- 
ber of the House Committee on Education and Labor for 10 or 15 
years, held many hearings, and in all due deference to your opinion 
on procedure, I never knew of any committee, either under the Demo- 
cratic or the Republican Party holding hearings where this procedure 
which has been followed here has been followed. That is all. 

Thank you. 

Mr. Moss. Will the gentleman yield? 

Mr. HorrmMan. Sure. 

Mr. Moss. Didn’t the gentleman himself hold such hearings during 
the 83d Congress, in fact, hearing where the minority contended they 
were not even notified of the hearings? 

Mr. Horrman. Only one instance that I ever knew of, when Mr. 
Chudotf suggested to the staff director, never to me, that a meeting 
was held that he didn’t know about. 

Mr. Moss. There was considerable disagreement in the gentleman’s 
committee last year. 

Mr. Horrman. Never in all my experience under Democratic or 
Republican procedure have I ever witnessed anything even approach- 
ing this. 

Now that we have got the deck cleared, let’s go. 

Mr. Cuuporr. Now that we have the deck cleared, to quote my good 
friend from Michigan, and the procedure has been adopted, we will 
call Mayor Ed Fanning of Idaho Falls, Idaho. 

Will you take the witness chair, Mayor Fanning. 


STATEMENT OF ED FANNING, MAYOR, IDAHO FALIS, IDAHO 


Mr. Fannine. Mr. Chairman and distinguished guests, it is a real 
pleasure for me to welcome here the congressional delegation and you 
ladies and gentlemen that are here to attend the hearings. 

First I want to say that I am not going to be a witness. We have 
no quarrel with the Bureau of Reclamation or the Department of 
Interior up to this point in our negotiations for power from Palisades 
Dam. 

I would like to take a little of your time to tell you a little about 
our city. You gentlemen are meeting in Idaho Falls, Idaho, which 
has owned a municipal light plant for better than half a century. 
It was started by some of our early settlers in 1901 with a little 125 
horsepower generator on a canal that was drawn out of the Snake 
River. 

Those gentlemen never heard the word “Communists”; they cer- 
tainly could not be accused of socialism. They were rugged individ- 
ualists that found that they had no source of electric power in this 
area, and they were tired of the drudgery that their families had 
to go through every day in cleaning lamp chimneys and filling with 
kerosene, which was a terribly sloppy job, as I can testify to myself, 
so they decided to erect their own electric system. 

Now, down through the years since 1901 we have had many different 
administrations in this community. They have been Democrats and 
they have been Republicans, but without exception I think I can say 
they have fought always to maintain, improve and extend their elec- 
tric facilities. 
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We have run out of power, of our own ability to generate, and we 
do have a contract with the Utah Power & Light Co. for the needs 
that we have over and above our own generation. 

I might say here that our relations with this power company have 
been very friendly. We do like to get a little cheaper power, but 
we work on schedule 16, which is set up by the State public utilities 
commission, so we cannot entirely blame the power company for the 
higher charges that we have to pay. 

Now, we have worked for more than 30 years between the irrigators 
and the power interests, such as the city of Idaho Falls, to get con- 
struction of the Palisades D: am, which you gentlemen probably under- 
stand is being erected 50 miles east of here on the south fork of the 
Snake River. 

In 1949 the city of Idaho Falls, together with three REA’s, which 
were in existence in this area at that time, signed contracts with the 
Bureau of Reclamation for the entire firm power output of Palisades 
Dam. To the best of my knowledge we four pre ‘ference customers are 
the only ones that have been contacted for firm power from this 
project. 

We have no firm contract as yet as to the cost of that power, and 
exactly how it is going to be operated. 

As I say, we feel the Bureau has treated us properly up to this 
point, but I want to give notice at this time that 1f anything happens 
in the future that would take any of our power away that we have 
previously contracted, and incidentally the city of Idaho Falls has 
contracted for three-fifths of that power alone, which is 15,000 with 
a clause in of an additional 5,000 when it is needed, then we will 
fight to retain our rights under the reclamation law, as a preference 
customer, 

I know you gentlemen have got a lot of witnesses here. I don’t want 
to take any of your time. 

There are two projects that we are still vitally interested in. One 
is a reregulation dam below Palisades Dam, which will enable the 
Bureau to better regulate the flow of the water for flood control, power 
generation and irrigation. 

The other is a powerplant at American Falls which has been in 
the agenda of the Bureau of Reclamation for many years, and which 
I feel is important to this area. 

I could not honestly say of my own knowledge that there is a short- 
age of power inthisarea. I dosay there isa shortage of public power, 
so we are going to ak with the Bureau of Reclamation and also 
the Army engineers, to see if it isn’t possible to get this reregulation 
dam built downstream from Palisades, which will also produce an 
additional twenty-five, thirty, or forty thousand kilowatts of power. 

Gentlemen, that is all I have to say this morning. 

Mr. Cuvuporr. Do you have any questions ? 

Mr. Jonas. No. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. Only one. All of the great developments in this 
area up to this time have been under private enterprise, haven’t they, 
by local people? 

Mr. Fanntina. No, sir. 

Mr. Horrman. What else? 

Mr. Fannrna. Do you mean the power generation ? 
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Mr. Horrman. I mean irrigation and all that. The irrigation 
companies are private enterprises, aren’t they / ; 

Mr. Fanninc. The irrigation companies themselves are, yes. Of 
course the Government has built the dams, and they are being repaid 
by the irrigationists. 

Mr. Horrman. And to date no Federal money has been expended 
in this area to create power, has it ? 

Mr. Fanninea. None whatsoever. 

Mr. Horrman. That is all I wanted to ask. 

Mr. Cuvuporr. Mr. Moss, did you have any questions ¢ 

Mr. Moss. No. 

Mr. Cuvuporr. Will Mayor Salmon of the city of Burley, Idaho, 
come up and take the witness chair, please. 

Mr. Salmon, if you have some technical advisers, accountants, en- 
gineers, city clerks with you, feel free to have them sit beside you, 
because there may be some technical questions that you may not be 
competent to answer. 


STATEMENT OF J. LEONARD SALMON, MAYOR, BURLEY, IDAHO; 
ACCOMPANIED BY HERMAN BEDKE, CITY ATTORNEY; NORMAN 
SMITH, CITY CLERK; AND CHARLES DAVIS, SUPERINTENDENT 
OF UTILITIES 


Mr. Satmon. Mr. Chairman and members of this distinguished 
committee, I do have my staff with me, and with your permission I 
would like to have them assist me in attempting to answer any ques- 
tions that the committee may have. 

I have City Attorney Herman Bedke, City Clerk Norman Smith, 
and Superintendent of Utilities Charles Davis with me. 

This testimony is for the record, gentlemen. 

Mr. Cuuporr. Will you proceed, Mayor Salmon. 

Mr. Satmon. The papers that are being passed out in addition to 
the papers each of you have, I have a map here which shows the 
location of the Minidoka system located on the Snake River, and I 
would like to call your attention to the northeast corner of the map, 
where the Minidoka Dam is located on Lake Walcott. 

Mr. Cuuporr. Weil, all right; will you continue. We will try 
not to interrupt you. 

Mr. Satmon. The city of Burley, along with 15 other users of 
electric public power we will call it, is located on the Snake River, and 
we buy our power from the Federal Government, the Bureau of Recla- 
mation, which is generated at the Minidoka Dam. 

Mr. Jonas. Forgive me, sir, where is that on this map! 

Mr. Satmon. Do you have it located now ? 

Mr. Jonas. Yes. 

Mr. Satmon. I would like to state further, before we go into the 
testimony, the city administrations in Idaho are nonpartisan. It is 
a group of individuals belonging to both parties without any of them 
declaring their party, who band together for the purpose of trying 
to do something for their communities. They are elected as a grouy 
and not as a political party. 











762 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


The following is a brief of the testimony as submitted by the city 
of Burley, Idaho, before your committee on September 9, 1955: 

The city of Bur ley is located adjacent to the Snake River in Cassia 
County, Idaho, and in the center of the Minidoka irrigation project. 

Mr. Horrman. Mr. Chairman, in the interest of brevity, I do not 
think, unless Mr. Jonas objects, that I would insist on his reading it, 
if you want to take it in, and then you gentlemen question him. 

Mr. Cuuporr. It is a brief statement. It is only 6 pages, and I 
think that the people in the audience would like to hear what he has 
to say. 

Mr. Horrman. Then you have no objection to our asking some 
questions about it, have you? 

Mr. Cuuporr. Definitely not. After the mayor has finished his 
direct statement, the you can ask him anything that you care to con- 
cerning the contents of the statement. 

I might say this to you, Mr. Hoffman. If we just took these in, 
they could mail these down to W ashington and we could mail them a 
set of questions to answer us, and we wouldn’t have to have these 
hearings. I think the people are entitled to hear this, too. 

Mr. Horrman. And you suggest if I have questions I mail them to 
him from Washington ? 

Mr. Cuuporr. I say we could do it that way and we wouldn’t be 
here; but you can ask anything you want to in cross-examination or 
in comment on this statement. You know that has been my procedure. 

Mr. Satmon. The townsite was organized in 1905 and was in- 
corporated as a village in 1908. At that time efforts were made for 
i privately owned utility to establish and operate an electrical dis- 
tribution system. Being unable to find anyone interested in establish- 
ing a private system, the village board, on January 19, 1910, resolved 
that the village install, operate, and maintain its own system, and the 
citizens approved the issuance of general obligation bonds to build 
and acquire the system. 

The village signed its first contract for power with the United 
States Bureau of Reclamation on April 20, 1910, and has continuously 
used power from that source since that date. 

In early history, by reason of the availability of surplus power 
from Minidoka Dam, it was feasible to use electric energy for heating 
of hotels, homes, and businesses and today some buildings in Burley 
are still being heated by electricity. 

The city, providing a market for surplus electricity and promoting 
the maximum use of the same, contributed substantially to cost of the 
Minidoka Dam and powerplant. 

Burley became a city of the second class in 1913 and has had a steady 
growth since, now reaching an estimated present population of 6,500. 
In the forepart of 1952 when the city was negotiating with the Bureau 
of Reclamation for its present existing contract for the furnishing of 
power, the city requested a contract rate of demand of 10,000 kilo- 
watts, but this contract was held to a 5,000-kilowatt contract rate of 
demand by the insistence of the Bureau of Reclamation, who stated 
that their substation facilities in Burley would not handle the 10,000 
kilowatts, but that we could be assured that they would “take care of 
us” as the demands increased, and city officials were led to believe 
that the Bureau had an adequate source of supply of electricity for 
years to come. 
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Under the date of March 7, 1955, we formally requested, by letter, 
that an amendment to this contract be drafted to increase the contract 
rate of demand on a sliding scale to reach 10,000 kilowatts in 1962, 
and also allocate 10,000 kilowatts to the city from the Palisades re- 
regulating dam. The Bureau has not shown any indications toward 
negotiating for the immediate increased rate of demand, and filed 
our request for the reregulating dam allocation for future considera- 
tion. 

We would like to state at this point that we endorse the proposal 
of the Bureau to build the reregulating dam below Palisades and 
recommend the Congress make necessary funds available for the 
completion of this project as quickly as possible. 

In the forepart of July 1955 we received a letter from Mr. M. L. 
Tillery, superintendent of the Minidoka project, Bureau of Reclama- 
tion, advising us that there is not sufficient Federal power available 
to serve the needs of the Minidoka system loads and that the excess 
power as needed is being drawn from the Idaho Power’s intercon- 
nected system at Minidoka Dam. ‘The increased costs of approxi- 
mately 15 percent for the billing months of May through October 
would be added to each distributor’s bill to cover the estimated in- 
crease of costs, with a later adjustment for actual costs incurred. 
This proposal would include the city of Burley, who during the sum- 
mer months, so far, has not exceeded the maximum of our contract 
demand. 

Our contract with the Bureau of Reclamation calls for a delivery 
of power up toa maximum of 5,000 kilowatts at (he R1F2 rate sched- 
ule. Asa municipality organized under and existing by virtue of the 
laws of the State of Idaho, the position of our governing body would 
be jeopardized if they paid a rate exceeding the contract schedule, 
for such payment could be construed as an illegal use of public funds 
and it would be quite possible that a taxpayers’ suit could cause the 
governing body to reimburse the city’s funds for any amount they 
might spend over the contract schedule. 

Such expenditure without the city receiving a benefit could not 
be tolerated, but if some definite consideration as future guaranties of 
power could be made to the city, then a way may be found to author- 
ize and justify such expenditures. 

We have been advised by several of the Bureau officials and by 
letter from Secretary Aandahl, that it is the De »partment of Interior’s 
policy that the Bureau cannot act as a broker in power problems. 

They state that it is the responsibility of the consumer to arrange 
for the purchase of the additional power as needed for delivery to the 
Minidoka system, yet our contract carries the following provision: 

The contractor will cooperate with the United States in promoting the wide- 
spread and abundant use of electric power and energy, and in order to encourage 
greater use of electric power by domestic consumers and to promote increased 
commercial and industrial uses, it will be the primary objective of the parties 
hereto to make electric service available to the consumers at the lowest possible 
rates, consistent with sound business principles. 

It is the city’s position and contention that the Bureau of Reclama- 
tion does have a power responsibility to the city and other public power 
distributors. The Federal Government has sponsored, encouraged, 
and assisted the organization of cooperatives and REA’s to utilize the 
excess power generated in past years to provide a market therefor, 
and help pay the costs of est: ablishing the present power plants. 








764 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


The Government has recently inaugurated an extensive reclamation 
project requiring electricity for pumping well water which has fos- 
tered the growth and use of domestic power in cities as well as rural 
areas. 

The Department of Interior, through the Bureau of Reclamation, 
has brought under cultivation, appro oximately 16,200 acres of land 
which consists of 157 farms for veterans in the past 3 years. 

These are figures that have been put out by the Bureau of Reela- 
mation. 

The Bureau of Reclamation is furnishing water for these farms by 
a deep well pumping project which is commonly known as the Mini- 
doka north-side pumping division. 

For each 250 acres of irrigated land there will be a new business 
employing an average of 11 people; for each person on the farm there 
will be required 2 additional people in the nearby towns and villages 
on a mature basis, likely between 1965 and 1970. 

On this basis we further contend that the Bureau of Reclamation 
does have an obligation to furnish Federal power for use by each and 
every one of the additional families. 

The Bureau of Reclamation plans within the next 2 years to bring 
an additional 61,450 acres under cultivation, which they estimate will 
add 550 farms to the area. There again we contend that this is a 
primary reason for our ioe reased rapid growth and cause of a Fed- 
eral power shortage in the system. 

These moral and physical factors coupled with the expressed pro- 
visions of a written contract clearly spell out a utility obligation and 
responsibility to the public power distributors. The first and primary 
problem is a future supply of power and secondly is the price to be 
paid. 

In view of the fact that the American Falls Dam was completed 
in 1928, and at that time 6 penstocks were installed therein, and that 
no power plant has been built to use the 6 penstocks, we believe that 
the facilities so constructed and installed are being w asted and the 
Bureau of Reclamation’s report indicates that the ‘dam has an esti- 
mated capacity from 30,000 to 40,000 kilowatts. 

The 1923 contract, by and between the Bureau of Reclamation and 
the Idaho Power Co., limits the amount of power which can be gen- 
erated at either or both American Falls and Minidoka Dams to 10.000 
kilowatts in the winter months and 30,000 kilowatts in the summer 
months. This is a handicap and places a limitation in the develop- 
ment of the site. This contract should be revised so that we may 
realize not only the maximum irrigation benefits, but also the maxi- 
mum power benefits of the sites. 

We have requested the Bureau of Reclamation and Mr. Aandahl, 
directly, that the Bureau of Reclamation be authorized, instructed, and 
directed to procure such power as needed in the Minidoka system and 
act as the distributing agency for the 16 distributors in the system, 
notwithstanding its present policies. Such procedure is most. ad- 
vantageous from a practical distribution and billing problem as well 
as avoiding technical legal questions of power and restrictions of 
municipalities. 

That, you will note by referring to your map, which shows the dis- 
tribution system of the old system there, how it comes from Lake 
Walcott where the dam is to the various users under the system. 
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The Bureau of Reclamation, in asking the city of Burley to join with 
the other 15 distributors to form a purchasing cooperative, have evi- 
dently overlooked the constitution: al prohibitions against such as con- 
tained in article 12, section 3, of the Idaho Constitution. 

The first and foremost Saduaticy in the Snake River area is farming 
and all farms on the Burley project are irrigated with water from 
Snake River. We therefore realize that irrigation should have first 
priority on development of the river. Secondly, the domestic use of 
the water and flood control, and electrical power should be third. 
The future growth and prosperity in the area is dependent on the 
water and the development of the Snake River. 

We are well aware of the administration’s policy of power develop- 
ment by a partnership, local, public, and private interests, but the 
Constitution of the State of Idaho prohibits municipalities from using 
the most feasible method of financing, revenue bonds, to partic ‘¢ ite 
in the development of electric supply. An attempt to amend the 
constitution in 1949 to include revenue bonds failed. ae of course, 
leaves only two members in such partnership. We feel that both such 
partners should be actively working toward the interest and general 
welfare of the public 

We have had occasions when the Minidoka power system was dis- 
connected due to storms from the Anderson Ranch plant, and at these 
times, there was not sufficient power to serve the irrigating pumps of 
the Burley Irrigation District and at the same time serve the city of 
Burley. Two-thirds of the power in the city of Burley was discon- 
nected at these times so that the irrigating pumps of the Burley Irri- 

gation District might continue to operate, for periods up to 1 hour. 
W e feel that the Bureau of Reclamation has a larger wi i to 
the communities than to furnish them with such interrupted power. 

At the present time there exists in the area, a private company trans- 
mission line which, it is alleged, is at a capacity and does not provide 
transmission facilities necessary for the furnishing of additional 
power as needed in the area. 

We believe that a system of Government transmission lines linking 
all Federal generating plants should be built in the Northwest so as 
to eliminate the possibility of interruptible power, and would provide 
the advantages of peaking. 

The Federal Power Commission, in granting a license for the Bliss 
project, reserved to the Federal Government the right to use the sur- 
plus capacity in the 230,000-volt line from Boise to Bliss to American 
Falls. 

Idaho Power is building a transmission line, from La Gr ande, Oreg., 
Bonneville system, which they state has the capacity of 75,000 kilo- 
volt-amperes, and that this line is presently loaded to its maximum 

capacity and will remain so until 1959. We feel that the construction 
of a Government transmission line from the Bonneville system at 
La Grande through southern Idaho would be a definite solution to the 
power shortage problem as the Bonneville system states that they have 
a firm _ er ‘surplus for preference customers. 

In 1954, our average cost was 5.814 per kilowatt-hour. Bonne- 
ville’s quoted rate for preference customers is about 3 mills per kilo- 
watt-hour as compared to the above present cost of 5.814 per kilowatt- 
hour. 
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In March 1954, a resolution was proposed to, and adopted by, the 
Southern Idaho Public Power Users Association, which resolution asks 
for the complete development of the potentiality of the American Falls 
Dam ; the construction and development of a dam for power purposes 
at Eagle Rock; the construction of a transmission line by the Bureau 
of Reclamation from Palisades Dam through American Falls to the 
North side pumping project with an interconnection at Minidoka Dam; 
and the revision of the 1923 power contract by and between the Bureau 
of Reclamation and the Idaho Power Co., which conclusively limits 
the full development of the potentiality of the American Falls and 
Minidoka Dam sites. 

We earnestly request immediate development of the full potentiality 
of the American Falls and the reregulating dam at Palisades. 

We wish to take this opportunity to state that the officials of the 
Bureau of Reclamation, Minidoka project, as well as the officials of the 
regional office, Boise, Idaho, have been very cooperative in assisting 
us in attempting to work out solutions to our problems. At all times 
they have been very cooperative and expressed their willingness to 
serve in every way possible. 

Respectfully submitted, J. Leonard Salmon, Mayor, city of Burley, 
Idaho. 

Mr. Cuvuporr. Mayor Salmon, do you have anything further to add 
to your statement ¢ 

Mr. Satmon. That is the end of my prepared statement, Mr. Chair- 
man. 

Mr. Cuvuporr. Mr. Jonas. Mr. Jonas, do you have any questions? 

Mr. Jonas. Yes. 

It is S-a-l-m-o-n? 

Mr. Satmon. Pronounced “sam-un.” 

Mr. Jonas. J. Leonard? 

Mr. Satmon. That’s right. 

Mr. Jonas. And Mr. Bedke is city attorney, and Mr. Smith is 

Mr. Satmon. City clerk. 

Mr. Jonas. And Mr. Davis is 

Mr. Satmon. Superintendent of utilities. 

Mr. Jonas. Did you send in a complaint to this committee ? 

Mr. Satmon. I sent in one to our Representative from Idaho, Mrs. 
Gracie Pfost. 

Mr. Jonas. What was the nature of that complaint? 

Mr. Satmon. It was along the same lines that we have here. We 
were asking that the Bureau of Reclamation recognize their power 
obligations and continue to serve the system in that ec: pacity. 

Mr. Jonas. But you didn’t get in touch directly with this committee ? 

Mr. Sarmon. We did talk with Mr. Austin. 

Mr. Jonas. When was that? 

Mr. Satmon. In August. 

Mr. Jonas. You mean he came to see you ? 

Mr. Satmon. We saw Mr. Austin on his return from the Pacific 
Northwest. 

Mr. Jonas. You mean he came by Burley ? 

Mr. Satmon. Yes. 

Mr. Jonas. And had a conference with you ? 

Mr. Satmon. Yes, sir. 
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Mr. Jonas. Now, as I understand your testimony, you have the feel- 
ing—and I am not arguing this with you, I just want to be sure that 
I understand your feeling—you have the feeling that the Federal 
Government has a responsibility to provide your city with all of its 
power needs. 

Mr. Sautmon. Yes, sir. 

Mr. Jonas. And to continue to supply the future needs, whatever 
they may be, of the city. 

Mr. Satmon. That is our feeling. 

Mr. Jonas. You don’t feel that the city of Burley and the people of 
that growing and thriving municipality have any obligation such as 
the one that the city of Idaho Falls adopted a few years ago, of try- 
ing to help supply some of their own power needs from ‘their own 
resources ? 

Mr. Horrman. Just a minute. Let the record show that the gen- 
tleman—lI think it is his attorney or counsel—is suggesting things to 
him. I have no objection to that, and my only purpose is to show 
that the witness is apparently giving answers suggested by the other 
gentleman. I just want the record to show who is answ ering. 

Mr. Satmon. If there is no objection, I would like to have. Attorney 
Bedke answer that question. 

Mr. Cuuporr. Mr. Hoffman, I just want te say to you the reason 
why we are allowing the other gentlemen to appear with the witness, 
we get the real answer and the true facts 

Mr. Horrman. More quickly; and I haven’t the slightest objection 
if the record shows who is answering the question. 

Mr. Cuuporr. As a matter of fact, Mr. Jonas, if you would rather 
have the counsel for the city 

Mr. Jonas. No, I would rather have Mr. Salmon answer. He is the 
mayor of the city. 

Mr. Cuuporr. Mr. Salmon, if you know the answer to a question 
asked by a member of the committee, you can answer it. If you don’t 
feel free to, say so, and refer it to any member of your staff that you 
think can answer it, and we will accept his answer. 

Mr. Satmon. Thank you. 

In answer to your question, inasmuch as the Department of the In- 
terior, through the Bureau of Reclamation, has been serving the city 
of Burley with all of their power needs for almost 50 years, we feel 
that they have a responsibility to continue to supply the power needs. 

Mr. Jonas. Even though the entire present capacity is exhausted 
or is being consumed ? 

Mr. Satmon. There is some question which has arisen as to whether 
the preference customers are being allotted all of the federally gen- 
erated power in the area at this time. 

Mr. Jonas. Assuming that the entire capacity of the Federal power 
projects in the area is being consumed, would you still take the posi- 
tion that it is the responsibility of the Federal Government to in- 
crease capacity sufficient to take care of your future needs? 

Mr. Satmon. I will put it this way. We have been asked from time 
to time to submit an estimate of our power needs for 15 years ahead to 
the Bureau of Reclamation. 

Mr. Jonas. Mr. Salmon, all I want to know is whether it is your 
belief and whether it is your feeling that the United States Govern- 
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ment, because it furnished you some power from this dam down 
through the years, has therefore taken over the responsibility of 
taking care of the future needs of your city, and that you therefore 
and that the people of the city have no responsibility to take care of 
your needs and are looking to the Federal Government to supply those 
needs / 

Now, is that your belief ?¢ 

Mr. Satmon. Not exactly; no sir. We look at it this way: that 
if the Federal Government is not able through their Federal dam 
sites to produce the power that is needed in the area, that they con- 
tinue to act as the marketing agent for the system and secure the 
power that is necessary if we pay the bill. 

Mr. Jonas. Now, what you are saying is that if there is not any 
excess capacity at the Federal projects, you feel that the Federal 
Government ought to go out and buy power and add to its source 
in order to supply your needs. 

Mr. Saumon. For this reason, sir. As I have stated in my testi- 
mony here, that it is illegal for municipalities to pay a higher amount 
than their contract calls for, and at the present moment there is a 
shortage of power in the Minidoka System for the 16 users, combined, 
as they are using in excess of their combined contracts. 

But the city of Burley, being one of those users, is not exceeding 
our contract. 

So, to purchase this power from private individuals and the city 
of Burley share in the cost of that power would be an illegal act 
on our part, because we are not exceeding our present contract today. 

Mr. Jonas. I don’t quite follow you. You mean you are not ex- 
ceeding your present contract with the Bureau of Reclamation 4 

Mr. Satmon. We have a contract for 5,000 kilowatts, and presently 
we are using 4,800 kilowatts. 

Mr. Jonas. Is that your total use? 

Mr. Satmon. This power goes up and down. In the winter months 
we are just contrary to what the pumping loads are. They are high 
in the summer, and we are low in the summer, due to long evenings 
and so forth. 

Then in the winter we gradually move up and they move down. 

Mr. Jonas. But you don’t buy any power from any other source ? 

Mr. Satmon. Not at present. 

Mr. Jonas. And the total amount, the maximum amount used, is 
4,800, 

Mr. Satmon. For the city of Burley. 

Mr. Jonas. Yes. 

Mr. Sautmon. These months. Now, last January we hit the maxi- 
mum, 5,000 kilowatts, so that you can see we are facing a shortage. 

Mr. Jonas. Now, when you pass this 5,000 mark, then this legal 
objection you have raised would not apply, would it, because that 
would be power in excess of your contract. . 

Mr. Satmon. That is right. 

Mr. Jonas. What is there to prevent your purchasing some power 
from the private utilities that operate in the area? 

Mr. Satmon. That power can be purchased by the municipalities 
only as they need it, but this is an integrated system there, and it is 
hardly feasible for months of study for each individual to go to a 
private supplier and negotiate our own contracts. But we should 
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buy a block of power for the whole system and apportion the cost 
evenly through the 16 users. 

Mr. Jonas. How close to Burley do you have any private systems 
operating ? 

Mr. Satson. The Anderson Ranch Dam is located in the Boise 
area, oe is approximately 150 miles. 

Mr. Jonas. I mean transmission lines. How close to Burley do the 
private utilities furnish power? 

Mr. Satmon. Oh, within 10 miles. 

Mr. Jonas. Do the private companies supply the rural areas be- 
tween Boise and Burley ? 

Mr. Satmon. Yes, sir. 

Mr. Jonas. And between Burley and Idaho Falls? 

Mr. Satmon. Mr. Smith, could you answer that question ? 

Mr. Smirx. Would you repeat your question, please? 

Mr. Jonas. I say, do private utilities have transmission lines that 
supply the rural areas around Burley, between Burley and Boise and 
Burley and Idaho Falls? 

Mr. Smiru. Mr. Jonas, if you will take a look at this map here, the 
big blue one, and follow me on it, please; the entire 16 distributors 
are integrated in the Minidoka project by a system of Federal Bureau 
of Reclamation transmission lines. 

Now, if you will also take a look in the lower center, you will see 
the city of Burley, and you will notice that all the other towns, com- 
munities, and companies listed thereon, of which there are 16—— 

Mr. Jonas. You mean like Declo, Boersh Lake, and Pella? 

Mr. Sairu. Those are cities. Now, the problem is this: that if 
the power is to get into us, the only way it can come is through that 
blue line in the upper right- hand side where it says Lake Walcott, 
and then you s notice further north to the top of the map it has 
Idaho Power Co., 138,000 kilovolt-amperes, there is an interconnection 
there, as you see st Lake Walcott. 

We at the present time are receiving Federal power to —- 
the Minidoka project from the Anderson Ranch Dam, which is a 
capital Federal 

Mr. Jonas. Wheeled over the Idaho Power Co. lines? 

Mr. Smirn. Yes, sir; that is correct. However, it is exceeding the 
present wheeling contract in amounis. 

Mr. Jonas. You mean you get more than the contract calls for? 

Mr. Smirn. Yes. Rather, the Bureau of Reclamation is getting 
more from the Idaho Power Co. 

Mr. Jonas. You mean the Bureau buys the power? 

Mr. Smiru. No. 

Mr. Jonas. Takes it over from the Department of the Interior. 

Mr. Smurn. That’s right. 

Mr. Jonas. And you pay the wheeling charges. 

Mr. Ssurn. Let’s go back this way. Anderson Ranch Dam is a 
Federal project. It generates Federal power. It is captive. All 
power from Anderson Ranch is delivered to Idaho Power for trans- 
mission. Idaho Power delivers, I think, it is 11,600 kilowatts to the 
Minidoka system at this point of the interconnection to supplement 
the Minidoka Dam generation. 

The 16 communities or systems are exceeding the combined capac- 


ity of the 11.6 plus the Minidoka. 
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The only way we can get additional power is to purchase it from 
the private supplier. 

Now, if the city of Burley, if you will follow the routing of that 
map there, would go to Idaho Power and say, “We want to buy 1,000 
kilowatts,” the only way it can get into our system is to come in over 
these northern Idaho Power 138,000 kilovolt-amperes lines to the 
interconnection, and at that time come into the Federal system, then 
come down through the transmission facilities to the city of Hey burn. 

You run into a very, very technical problem of metering and 
distribution. 

In considering the 16, the difference of their usage, their diversity, 
their peaking and all the other factors that enter into it, sir, it is 
practically impossible for us to go buy power and get it in there, 
because of the complexities here, as you see. 

Mr. Jonas. Now, what is the alternative? What is your proposal? 

Mr. Smiru. Our proposal here is to attempt to get the Bureau of 
Reclamation permission to either generate, secure, purchase power 
delivered into this system. 

Mr. Jonas. They would have to bring it in over the same lines that 
you say it is not feasible to bring it in over. 

Mr. Suirn. That’s right, but they own the lines, and they can do it. 
We don’t own them. They are the Bureau of Reclamation lines, sir. 

Mr. Jonas. Well, vour principal objection, the difference is instead 
of your buying the power from the private supplier, you want the 
Bureau of Reclamation to buy it? 

Mr. Smiru. Well, I think later witnesses will clarify this situation 
when we mention Anderson Ranch, Mr. Jonas. 

Anderson Ranch Dam being captive, we feel there is a surplus of 
Federal power which is going to nonpreference customers, and we feel 
that that power should be delivered to preference customers, which is 
potentially in this area where the shortage is. 

Mr. Jonas. But if it should turn out that there is no surplus power 
from the Federal project, and you are going to have to get some power 
from private suppliers, or somebody is going to have to build some 
new generation, then you take the position that the Bureau of Recla- 
mation ought to buy it and make it available to you. 

Mr. Smirn. That’s right. 

Mr. Jonas. Instead of you buying it direct. 

Mr. Smirn. That’s right, because of the complexities in the system in 
metering and transmission. 

Mr. Satmon. Could I say a word right here on this point? We 
don’t want to get a misunderstanding. 

This would not be public funds that would pay for that power. 
The users under the system would pay the cost of the power. 

Mr. Jonas. I understand, but you want the Bureau to be the pur- 
chasing and the marketing agent. 

Mr. Sautmon. And the distributor, distributing agency, yes, sir. 

Mr. Cuuporr. He claims that is the only practical way that they 

‘an do it. , 

Mr. Jonas. I understand. I still am not quite clear why there 
would be any complication, since the power will have to come in over 
the same lines. 

And once power is fed into a line from three or four sources, it is 
unidentifiable. You can’t tell one kilowatt from X plant from a 
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kilowatt from Y plant. It is all power, so I can’t see the great diffi- 
culties. 

I can see some advantages because you think the Bureau of Recla- 
mation can buy the power cheaper than you can buy it. 

Mr. Smiru. Oh, definitely, sir. As he mentioned, the diversity 
of peaking of the 16 companies, if we each had to go at separate 
months of the year, I believe it would be estimated that we would 
have to purchase around 17,000; but if we consolidate, and by taking 
advantages of our different peaking of the 16 in this area with the 
Bureau of Reclamation handling it for us there, we can get by in 
the past year with approximately seven. 

Mr. Jonas, That is exactly what the mayor said the Bureau rec- 
ommended that you do, but he said it violates your constitution. 

Mr. Smirn. But yet the Bureau refused to do it by the letter, sir. 

Mr. Jonas. Isn’t that what you had reference to when you said it 
violated the constitution, that the Bureau had recommended, and you 
said they ignored the fact that the constitution of the State of Idaho 
would not permit it! 

Mr. Satmon. That’s right. The Bureau of Reclamation has sug- 
gested that the 16 users organize what would be termed a marketing 
association, and buy this excess power in one block. But we have not 
been able to figure - and they haven’t been able to show us, how 
the excess power could be billed to the individual users. 

We pay our contract demand to the Bureau of Reclamation and 
then would have to chop off and try to meter and pay for this block 
of power where we have systems that have a contract for 47 kilowatts 
up to 5,000. So we are asking that the Bureau of Reclamation be 
authorized to continue to serve and to build the entire system. 

Mr. Jonas. And you are also suggesting that they build enough 
surplus or excess capacity so as to take care of you if they have a 
breakdown ? 

Mr. Satmon. We are asking 

Mr. Jonas. Uninterrupted service. 

Mr. Satmon. In their planning that they do take,steps to provide 
sufficient electric energy to keep pace with the natural growth of the 
area. 

Mr. Jonas. I was interested in the statement of Mayor Fanning 
about the history of the system here in Idaho Falls, and it happens 
to be pretty nearly the same kind of system we have in my home 
town where the city owns and operates the distribution system for the 
power, the only difference being that we buy our power from private 
utilities wholesale, and then we distribute it to the retail customers. 

So far as I know, there has never been any trouble between the 
town in which I live and the private company. No dispute, so far 
as I know, has ever occurred as to rates. 

We have never had a power shortage. We have never had our 
power cut off. Yet we are not asking for the Federal Government 
to come down and build transmission facilities or generating facilities 
or to assume a utility responsibility. 

We feel that where the facilities are already available in the area 
from private enterprise, we ought to take advantage of those facilities 
and not ask the Federal Government to put up the money to dupli- 
cate them. 
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And it has been a little difficult for me to understand why a com- 
munity like Burley feels that it has no responsibility to look out for 
the power needs of its own people and feels that the Federal Govern- 
ment should assume that responsibility, in the light of the experience 
we have had in my part of the country. 

Mr. Saumon. Well, it has only been the last couple of years that 
there has been a shortage in the area where we live. We have pur- 
chased, like I say in the testimony here, power from the Federal 
Bureau of Reclamation for a period of 45 years, and if you will 
notice, they have this clause in the contract which encouraged us to 
promote and encouraged the use of electricity, and this was done to 
the extent that several people heated their businesses and their homes 
with electricity because there was a cheap rate. 

It was dump power. They didn’t have any other use for it during 
the winter months. But now the area has grown and expanded to 
the extent that there is no dump power available any more, and by 
using all the power generation, it is not enough. 

Mr. Jonas. I understood you to say that you wouldn’t be willing 
to buy any ea from the private utilities, even if they had it avail- 
able. 

Mr. Satmon. No, sir; I didn’t say that. We are willing to pay for 
this power, to pay the bill so that the Government 1s not caused to 
incur any extra expense on the people. 

We are asking that the Bureau of Reclamation be authorized to 
continue as our agent, and we do all our dealings through them. ‘The 
bookkeeping setup has all been handled for many years. 

Mr. Jonas. I yield the floor. I have taken too much time already. 
I would like to discuss this further with you, but I have consumed 
more than my share of the time. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. It is 10 minutes after 10. I just want to keep track, 
so I don’t run over. 

I note that Burley, like my home city, built its own municipal plant. 

Mr. Saumon. Yes, sir. 

Mr. Horrman. And that was because no individuals were willing 
to invest ? 

Mr. Satmon. In the beginning. 

Mr. Horrman. At that time. 

Mr. Saumon. Yes. 

Mr. Horrman. And then later it obtained additional power up to 
5,000 kilowatts, was it? 

Mr. Satmon. Yes, sir. 

Mr. Horrman. From the Federal Government’s plant line, is that 
right ? 

Mr. Satmon. Our original purchase was from the Federal Gov- 
ernment; yes, sir. We never bought power from anyone else. 

Mr. Horrman. And the Federal Government encouraged, as you 

say in your statement, you to seek additional customers for the power ? 

Mr. Satmon. Since the shortage dev eloped. 

Mr. Horrman. And your town or your city group, is that right? 

Mr. Satmon. That’s right; yes, sir. 

Mr. Horrman. And you had electricity not only for lighting and 
refrigerators and things like that, but you had it for heating. 

Mr. Satmon. Y es, sir. 
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Mr. Horrman. So that, because the Federal Government gave you 
that encouragement and had assisted you, you contend that the Fed- 
eral Government has a responsibility now to assist you in obtaining 
whatever additional power is needed. That is the purport of your 
statement on page 3, 1s it not ¢ 

Mr. Satmon. Yes, sir. 

Mr. Horrman. And then you call attention to the fact that the 
Bureau of Reclamation furnished power for irrigation, don’t you? 

Mr. Satmon. Yes, sir. 

Mr. Horrman. And that asa result 170 farms came into production; 
is that right ? 

Mr. Satmon. That’s right—157. 

Mr. Horrman,. 157? 

Mr. Saumon. Yes. 

Mr. Horrman. Very productive farms; is that right? 

Mr. Satmon. Yes, sir. 

Mr. Horrman. And that now it is proposed—the Bureau of Ree- 
lamation proposes—to furnish further power for farms; is that right? 

Mr. Satmon. That’s right. 

Mr. Horraan. With the expectation that there will be 550 addi- 
tional farms? 

Mr. Satmon. That’s right. 

Mr. Horrman. And that if that power is furnished, your city cus- 
tomers or consumers of power, will be short ? 

Mr. Satmon. I pointed out in the testimony that the way the city 
would be affected would be the new businesses and people in the vil- 
lages and towns would come as a result of the increased forming 
project there, and they would all use electricity, of course, which would 
bring about a further shortage. 

Mr. Horrman. And that shortage will result in hampering your 
city’s growth, retarding it? 

Mr. Satmon. It could do it; yes, sir. 

Mr. Horrman. What? 

Mr. Satmon. That’s right. 

Mr. Horrman. That is your opinion. 

Mr. Satmon. Unless relief comes. 

Mr. Horrman. Unless what ? 

Mr. Satmon. Relief in the electric power supply comes from some 
source. 

Mr. Horrman. Now, you know, as a matter of fact, don’t you— 
what do these farms produce? 

Mr. Satmon. Grain, wheat, potatoes, beans, oats, and barley. 

Mr. Horrman. General farming? 

Mr. Satmon. General farming; yes, sir. 

Mr. Jonas. Would you yield? 

(Discussion off the record.) 

Mr. Horrman. Getting back to the record, you know, don’t you, 
that there is a surplus of farm products generally ? 

Mr. Satmon. I think that’s right; yes, sir. 

Mr. Horrman. There isn’t any doubt about it, is there? 

Mr. Satmon. Not in my mind, there isn’t. 

Mr. Horrman. And you understand, too, do you not, that the Fed- 
eral Government has paid subsidies on farm products amounting to 
billions of dollars? 
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Mr. Satmon. I have read that. 

Mr. Horrman. Well, you don’t doubt it, do you? 

Mr. Sautmon. No, sir. 

Mr. Horrman. And you know that the farmers are contending that 
the Federal Government should continue some of those subsidies— 
well, all of them ? 

Mr. Satmon. I have been told that this is of a temporary nature, 
that the rate of increase in population is expected to come about so fast 
that the surpluses will be used up within the next 10 or 15 years. 

Mr. Horrman. Let me see if I get that. The increase in population 
is going to be such that our people will be able to consume our surplus 
farm production ? 

Where did you get that idea? And I am not trying to be facetious. 
I would like to know where you get that, because if true it will cer- 
tainly help solve some of our problems. 

Mr. Satmon. I was talking to a gentleman just less than a week 
ago- 

Mr. Horrman. Who was he and what facility has he for acquiring 
information? Now, you are just giving me hearsay, and that is all 
right if it comes from some 

Mr. Cuuporr. Mr. Hoffman, I would say, for the sake of brevity— 
I don’t want to cut you off- 

Mr. Horrman. You will get brevity from me if you don’t interrupt. 

Mr. Cuuporr. This is a power hearing, and I wish you would stick 
to power. Weare starting to talk about surplus farm commodities now 
and subsidizing and parity, and so forth, and I don’t think it has 
anything to do with the question. 

Mr. Horrman. Now, I am just so sorry that you don’t see it. All 
right, we will just skip it. 

The theory is from some unidentified source that the increase in 
population is going to overtake, and I assume surpass, and be able to 
eat our surplus production of farm products. Now, look, what you 
are asking is that the Federal Government give a greater share of this 
power to the city, isn’t it? 

Mr. Satmon. We are asking that they fulfill their obligation to 
supply a preference customer with their power needs. 

Mr. Horrman. Wait. Aren’t the irrigation boys and the veterans 
preference customers / 

Mr. Saumon. Mr. Bedke, could you answer that question ? 

Mr. Bepxr. Yes; they are preference customers, and we do not in 
any way want to retard the growth of reclamation, irrigation, or farm- 
ing that the Bureau has. 

But there is electricity that will supply them, as well as the other 
preference customers, which we feel should be made available to us. 

Mr. Horrman. Well, that electricity is produced by private com- 
panies, isn’t it? 

Mr. Bepxe. Not entirely. 

Mr. Horrman. The Federal Government has some? 

Mr. Bepxe. Yes. 

Mr. Horrman. Surplus? 

Mr. Bepkxe. Not under present contracts; no. 

Mr. Horrman. Or present producing capacity, has it? 

Mr. Bepxke. Yes. 

Mr. Horrman. Where? 
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Mr. Bepxe. Anderson Ranch. 

Mr. HorrmMan. But you want them to put in penstocks up at this 
other dam, don’t you, five of them—I mean, put in turbines, there? 

Mr. Bepxe. That isn’t Anderson Ranch. 

Mr. Horrman. But this other one? 

Mr. Bepke. Yes. 

Mr. Horrman. Five new turbines? 

Mr. Bepxe. Six. 

Mr. Horrman. Now, look, Mr. Mayor, do you think it is reasonable 
for the Bureau of Reclamation to add in this particular instance 550 
farms by irrigation through the use of Federal power, when there 
already is a surplus whic h is costing the Federal Government more 
than $1 million a day, for storage “of surpluses? Does that make 
sense # 

Mr. Satmon. I am not prepared to answer that, Mr. Hoffman. 

Mr. Horrman. That is all, Mr. Chudoff, and I have consumed less 
than 10 minutes. 

Mr. Cuuporr. Mr. Moss, do you have any questions ? 

Mr. Moss. Yes. 

On these two power lines of Idaho Power, when were they con- 
structed, do you know? 

Mr. Satmon. Mr. Davis, could you answer that question ? 

Mr. Davis. When were the Idaho Power lines constructed ? 

Mr. Moss. Yes. 

Mr. Davis. I don’t know. 

Mr. Moss. Which is the one that comes from Anderson Ranch? Do 
both of them connect to the Anderson Ranch plant? One says to 
Bliss and one to Shoshone Falls. 

Mr. Davis. There is one line, as I understand it, from American 
Falls to Shoshone Falls and Bliss Dam, and then it ties in to Ander- 
son Ranch Dam and goes on through Boise to Ontario. 

Mr. Moss. On these Idaho Power lines, you feed 11,600 kilowatts 
into the Minidoka system; is that correct ? 

Mr. Davis. That’s right. 

Mr. Moss. How long has that been happening? When did the An- 
derson Ranch come into production of power ? 

Mr. Davis. I believe it has been 1950 when it started producing. 

Mr. Moss. Just a few years, then. 

What is the capacity of Anderson Ranch? 

Mr. Davis. As I understand it, its present capacity is 27,000. 

Mr. Moss. So less than half of it is feeding into the Minidoka 
system ¢ 

Mr. Davis. Yes. 

Mr. Moss. What is happening to the balance of that power? 

Mr. Davis. Well, during the summer months that is used on other 
Government projects in the west end. 

Mr. Moss. Entirely ? 

Mr. Davis. We have never been able to find out the entire story of 
Anderson Ranch. We asked for that information, but have never 
been able to dig it up. 

Mr. Moss. So there is at Anderson Ranch an excess above the 11.6? 

Mr. Davis. Yes. 

Mr. Moss. And that is presently sold to Idaho Power ? 

Mr. Davis. That’s right. 
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Mr. Moss. And transmitted over their system, sold to Idaho Power 
and transmitted over their system ? 

Mr. Davis. That’s right. 

Mr. Moss. Well, now, this Minidoka system was constructed as an 
integrated system, and under a contract with the Bureau they assumed 
a utility relationship i in the operation of the system 

Mr. Satmon. That’s right. 

Mr. Moss. And it is because of that utility relationship, and only 
because of the utility relationship, that you look to them to now make 
available the power to meet the growing needs of the users on that 
system ? 

Mr. Satmon. Yes, sir. 

Mr. Moss. By taking the power through the Bureau as the agent 
for the system, you would have one metering point for the power 
coming on to the lines ¢ 

Mr. Satmon. For the city of Burley it is delivered at one point. 

Is that correct, Mr. Davis? 

Mr. Davis. Yes. 

Mr. Moss. Taking it into this whole system ? 

Mr. Sautmon. I will let Mr. Davis answer that. That is a tech- 
nical question. 

Mr. Davis. By taking it all into the system, the only interconnection 
is at Minidoka and would have to be metered at Minidoka. 

Mr. Moss. Then the existing metering facilities would permit the 
Bureau to continue its present relationship in billing you for the 
power you use ? 

Mr. Davis. That’s right. 

Mr. Satmon. That’s right; yes, sir. 

Mr. Moss. Then the real purport of your statement on page 3 is 
that if there is to be efficient and economical operation of this inte- 
grated system which was constructed as an integrated system, it is 
necessary for the Bureau to continue to fulfill the role of agent for the 
various users on the system ? 

Mr. Satmon. That is our contention. 

Mr. Moss. Any other method would lead to complications or per- 
haps here even to the construction of additional rather costly metering 
facilities? 

Mr. Satmon. That’s right. 

Mr. Moss. And that would not increase in any way the benefits 
which anyone would receive, either the power company or the users ? 
If they sold a block of power, they would still sell the same block 
of power, but it would be to a different person ? 

Mr. Satmon. I can’t see where anyone would benefit from the 
change there; no, I can’t. 

Mr. Moss. Now, is all of the power produced at the Minidoka plant 
committed to the system at the present time ? 

Mr. Sautmon. No, sir. 

Mr. Moss. How much of it is not committed to the system ? 

Mr. Satmon. Recently there was installed what is known as a 
seventh unit. 

Mr. Moss. Where is that power committed ? 

Mr. Satmon. At Minidoka Dam, and I believe Mr. Smith can tell 
us where the power from the seventh unit goes. 
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Mr. Surru. The Bureau of Reclamation installed a seventh unit in 
Minidoka several years ago, and the power from that unit went to 
what is known as the Milner project, which is located on the Snake 
River approximately 15 miles below Burley. It is still tied in on 
this system. It is not shown on these maps, but it is tied into this 
system. It is off to the left here on the left-hand side. 

The balance of the Bureau of Reclamation, part of the balance the 
Bureau of Reclamation is using in operating their own installations, 
such as their offices in Burley, their offices and their houses at Mini- 
doka, and that they are using for their own use. 

Then what is left is more or less thrown into the pot, you might say, 
of the system. But it is kept track of separately and accounted for 
separately, but it is used in the area in the pot, you might say. 

Mr. Moss. But it does go to public agencies, to preference agencies ? 

Mr. Smiru. Yes. 

Mr. Saumon. At this point, isn’t it true that a portion of that 
seventh unit goes to these new wells that have been drilled on the 
north side pumping? 

Mr. Smiru. I could not say as to that, Mayor. The power from 
all of this Minidoka extension division is planned on coming from 
Palisades, which is a Federal project. The Bureau of Reclamation 
started that project up there on that pumping project. It was by an 
act of Congress. 

Congress appropriated the money and the Bureau of — imation 
drilled the wells, and they plan on finishing that, and when it is fin- 
ished, it will be entirely 100 percent Federal power operated to fur- 
nish the pumping facilities there to pump the water. 

Mr. Moss. It does go, though, to a Federal project ? 

Mr. Soiru. Yes. 

Mr. Moss. Therefore, it would be to a preference agency. So in 
this immediate area the only federally generated power which is not 
committed to preference agencies is the excess generated at Anderson 
Ranch, power which could be immediately transmitted into this 
system ? 

Mr. Satmon. Could you answer that, Mr. Davis? 

Mr. Davis. As far as we know, there are other powerplants, one in 
Black Canyon. We don’t know the story on that. There may or may 
not be something available there. 

Mr. Moss. Where is that power committed ? 

Mr. Davis. Black Canyon project is on the Payette River, and that 
power is used on pumping below Emmett. 

Mr. Moss. Is that a Federal plant? 

Mr. Davis. That is a Federal plant. 

Mr. Moss. Are there any other Federal plants that could be tied in 
to supply the preference? 

Mr. Davis. There is a small plant above Boise. 

Mr. Moss. Where is that power committed at the present time? 

Mr. Davis. I don’t know. 

Mr. Moss. Was there ever any request made for funds to construct 
transmission lines from Anderson Ranch to tie in with the Minidoka 
project ? 
~ Mr. Satmon. I can’t answer that question. 

Mr. Davis. We have asked in resolutions that that be done, yes. 
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Mr. Moss. Do you know whether such a request has been made of 
the Congress ¢ 

Mr. Davis. Copies of our resolution were sent to—— 

Mr. Moss. I mean, as a part of a budget request by the Department 

Interior. 

Mr. Davis. I don’t know. 

Mr. Moss. Do you have any idea what rates the Federal Govern- 
ment is receiving from Idaho Power for the excess generated at An- 
derson Ranch Samed 

Mr. Davis. | understand it is 184 mills. 

Mr. Moss. ‘Then it is treated entirely as dump power; is that correct ? 

Mr. Davis. Yes. 

As I understand it, there is 2,000 kilowatts of firm power for 5 hours 
a day. The balance is dump power, at 184 mills. 

Mr. Moss. That would be a substantial block of power, then. 

Do you know whether there have been efforts by the Bureau to 
increase the amount of power from Anderson Ranch for use in the 
Minidoka system ¢ 

Mr. Davis. Not that I know of. 

Mr. Satmon. Mr. Bedke ? 

Mr. Bepxe. Yes; there has been a contract entered into in 1950. 
There has been a reclamation—or an amendment to the contract of 
some firm power, you might say recaptured power, back into the sys- 
tem by one amendment. 

And I might say that this contract is subject to being canceled 
August 31 of 1956, the entire contract is subject to cancellation by 
either party at that time. 

Mr. Moss. Which contract is that ? 

Mr. Bepxke. That is the Anderson Ranch contract. 

Mr. Moss. With 

Mr. Benker. Idaho Power and the Bureau of Reclamation. 

Mr. Moss. That is a wheeling contract ? 

Mr. Bepxe. Buying and wheeling contract. 

Mr. Moss. Buying and wheeling? 

Mr. Benker. Yes. 

Mr. Moss. Without transmission lines there, it will be necessary, 
again, to enter into a contract with Idaho Power? 

Mr. Bepxe. For wheeling, unless the Government builds their own 
transmission lines. 

Mr. Moss. And that, of course, gives to Idaho Power a very definite 
leverage in dictating the terms, as long as they have the only trans- 
mission lines? 

Mr. Bepxe. I would presume so. 

Mr. Moss. All you are really asking for here, then, is that the 
Bureau do two things: 

One, that it try to bring into the system all available Federal power 
not presently committed to preference customers, and that it fulfill 
its contractual obligations as the agent in meeting the needs of this 
system ? 

Mr. Satmon. Distribution; yes, sir. 

Mr. Moss. I notice that you had indicated that at the time of the 
contract with the Bureau in 1952, that 5,000 kilowatts were committed 
to you, instead of 10,000 requested, because of a limitation upon sub- 
station facilities. 
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Mr. Satmon. Mr. Smith was present at the signing of that contract. 
You can answer that question. 

Mr. Suiru. That’s correct, sir. 

Our contract was up for expiration, with the Bureau of Reclama- 
tion, and in the negotiations for the new contract, which is dated 1952 
and expires in 1962, we originally asked in our first part of the negoti- 
ations for 10,000-kilowatt contract rated demand. 

Prior to that time we had hit 5,100, and we felt that it was feasible 
and reasonable to ask for a contract over 10 years’ study to reach 10,000 
in 1962, and we asked for it. 

They said that they did not have substation facilities in Burley 
to handle it, but the officials led us to believe. “Well, don’t Worry, 
we will write this thing up for five, and we will have it as it comes 
along. As you increase, we are going to increase. We are rebuilding 
this system ‘all the time, and as you need it, we will have it.’ 

Mr. Moss. Have they increased their substation capacity ? 

Mr. Davis. No. 

There is no need at the present time, but the substation is so con- 
structed that with the addition of transformers it will have the 
capacity. 

Mr. Moss. But you were assured then that you would have the 
opportunity for this additional power as the need developed ¢ 

Mr. Davis. That’s right. 

Mr. Moss. Now, on this constitutional question, as I understand it, 
you cannot, under the Idaho Constitution, enter into agreement with 
cther municipalities to take power, unless you have some, firm rate, 
is that correct, or is there another constitutional provision ? 

Mr. Bepxe. The constitutional provision that is cited restricts and 
prohibits municipalities from becoming a member of any corporation, 
marketing association, joint venture, or any other type of deal where 
the credit of the municipality would be extended, and for that reason 
the Bureau asked us to join with the other 15 in a marketing associ- 
ation to go buy this block of power, and the constitutional provision as 
against municipalities only prohibits us from becoming a member of 
any cooperative lending its credit to any such organization, and that 
is an Idaho constitutional provision. 

Mr. Horrman. So you want the Federal Government to enter into 
an agreement to get around that ? 

Mr. Bepxe. Are you directing the question to me? 

Mr. Horrman. Yes. 

Mr. Bepke. We want the Federal Government to offer another solu- 
tion and to maintain itself as a distributing and procuring agent, as 
it has done in the system for 40 to 45 years; yes. 

Mr. Horrman. And the purpose is to avoid that constitutional 
restriction by getting the Federal Government, the Bureau of Recla- 
mation, to act as your bargaining agent? Isn't that so! 

Now, you are a lawyer; aren’t “you 2 

Mr. Broke. Yes. 

Mr. Horrman. Isn’t that true? 

Mr. Moss. Just a moment; I haven’t yielded, Mr. Hoffman. 

Mr. Horrman. All right. 

I realize every time the witness gets in a hole—go ahead. 

Mr. Moss. The gentleman knows he should at least seek my willing- 
ness. 
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Mr. Horrman. Oh, yes; you are so courteous. I beg your pardon; 
| apologize all over the place. 

Mr. Moss. Iam so pleased that you have, Mr. Hoffman. 

Mr. Horrman. What’s that? 

Mr. Moss. I say I am pleased that you have. It makes me feel 
better. 

Mr. Horrman. Yes. Do you accept my apology ? 

Mr. Moss. I do, most certainly, Mr. Hoffman. 

Mr. Horrman. I thank you for accepting it. 

Mr. Moss. The fact is that you are not trying to avoid the constitu- 
tion. You are trying to live with the constitution; is that it ? 

Mr. Benker. We have to live with the Idaho State constitution; yes, 
sir. 
Mr. Moss. And in doing that you are merely asking the Federal 
Government to fulfill its contract ? 

Mr. Bepxe. That’s right. 

Mr. Moss. And the role it has assumed in this integrated system as 
the agent, or as the operator of the system ? 

Mr. Bepxe. That is substantially our position; yes. 

Mr. Moss. I think that is all the questions. 

Mr. Crruporr. Mr. Jonas ¢ 

Mr. Jonas. I would like to direct this to Mr. Bedke. 

Did you say—did I understand you correctly to respond to a ques- 
tion asked by Mr. Moss, that the sale of surplus power from the 
Anderson Dam to the Idaho Power Co. is made by virtue of a con- 
tract entered into in 1951? 

Mr. Bepxe. I did not say that exactly, but I believe that is correct, 
yes. 

Mr. Jonas. You said it would expire January 1, 1956? 

Mr. Bepxe. No, I didn’t. 

Mr. Jonas. Or that either party could withdraw from it? 

Mr. Bepxe. It will expire in 1960, 1961, but it is subject to termina- 
tion by either of the parties on October 31, 1956. 

Mr. Jonas. You think it was a 10-year contract? 

Mr. Brepxe. Subject to being terminated by either party. 

Mr. Jonas. So it would have been signed, then, and entered into 
in 1950 or 1951? 

Mr. Bepxe. Yes. 

Mr. Jonas. According to your information. 

Mr. Bepxe. I read the contract a few days ago. I don’t remember 
that exact date, no. 

Mr. Jonas. And that contract provided for the sale of the surplus 
power from the Anderson Dam to the Idaho Power Co? 

Mr. Bepxe. Yes. 

Mr. Jonas. A private power company ? 

Mr. Bepxe. That’s right. 

Mr. Jonas. Now a question, please, to Mr. Smith, 

I understood you to say, sir, that when you were making these 
negotiations in 1952, which resulted in the renewal of your contract 
for 5,000 kilowatts, vou were led to believe by inferences made in the 
negotiations that, if you need power in the future we will try to take 
care of you. 
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Then in response to a question asked by Mr. Moss, who asked you if 
you were not assured by the Bureau that your 10,000 requirement 
would be met when needed, you said, “Yes.” 

Now, those two responses of yours are not exactly consistent with 
each other. Were you given any definite assurance in 1952 that if 
and when you needed 10,000 kilowatts, it would be made available, 
or Was it as you said in the first instance, sort of intimated ? 

Mr. Sauru. Sir, I think I could answer your question there by 
referring to a clause in the contract. The contract provides for the 
city to have the right to ask for increases, at the approval of the 
contracting officer, who is the Bureau of Reclamation. 

As shown by the mayor's testimony, we have asked and we haven't 
got. 

Mr. Jonas. I know, but I am talking about the time you signed 
the contract in 1952 for 5,000 kilowatts. Were you at that time given 
any positive assurances, and by whom, that this would be increased 
to 10,000 as and when you needed it! 

Mr. Suiru. Only verbal, sir, in sitting around the table negotiating 
on a contract. 

Mr. Jonas. There was no written assurance and no assurance by the 
Director of the Bureau or by any person other than those subordinates 
who were negotiating the contract with you 4 

Mr. Suirn. Just by subordinates of the Bureau who were nego- 
tiating with us, sir. 

Mr. Jonas. In casual conversatien around the table? 

Mr. Smiru. Yes, sir. 

Mr. Jonas. You were trying to get them to put in a definite com- 
mitment in the contract ? 

Mr. Suairu. Right. 

Mr. Jonas. Which would have been an assurance ? 

Mr. Smirn. Yes, sir. 

Mr. Jonas. And they refused to put it in there. Well, they didn't 
put it in? 

Mr. SmiruH. I would answer that it didn’t get in. 

Mr. Jonas. And that was in 1952? 

Mr. Smiru. Yes, sir. 

Mr. Jonas. That is all. 

Mr. Cuvuporr. Any further questions? 

Mr. Horrman. Yes. 

One of the witnesses—I don’t know whether it was the mavor or 
his attorney—said in answer to Mr. Moss that the Government—and 
[ assume he meant the Bureau of Reclamation—you were asked if 
they were not complying with their contractual obligation. Didn't 
one of you gentlemen say that? 

Mr. Satmon. Our attorney did. 

Mr. Horrman. With what particular obligation has the Bureau of 
Reclamation failed to comply 4 

Mr. Bepke. My interpretation of the clause in the contract 

Mr. Horrman. Which reads, if you will quote it ? 

Mr. Bepxe. With the city, which is contained in paragraph 3 of 
the mayor’s testimony, that that clause clearly spells out to us a public 
power responsibility to the city. 
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Mr. Horrman. All that says: 


The contractor will cooperate with the United States in promoting the wide- 
spread and abundant use of electric power and energy, and in order to encour- 
age greater use of electric power by domestic consumers and to promote in- 
creased commercial and industrial uses, it will be the primary objective of the 
parties hereto to make electric service available to the consumers at the lowest 
possible rates, consistent with sound business principles. 

Mr. Bepxe. That’s correct. 

Mr. Horrman. Now, do you think that it is a sound business prin- 
ciple for the Federal Gover nment to furnish power to increase farm 
production when there is already a surplus amounting to several 
billions of dollars on hand, which is—and this is a hypothetical ques- 
tion, if you want to put it that way—costing us more than $1 million a 
day for storage ? 

Would you ‘do it if it were yourcase? If you were the Government, 
would you do it as a sound business principle ? 

Mr. Bepxe. I am not the Secretary of Agriculture, and I have not 
promulgated any rules about farming, but this clause doesn’t have 
anything to do about agricultural surpluses. 

This is a power contrac t, and as the city of Burley operating its 
own system, we have public power responsibility to our users. 

When they come in and put up a building, they say “Give us the 
power.” 

Mr. Horrman. When who comes in and puts up a building? 

Mr. Bepkr. A private individual within the city limits; and we 
have a public responsibility to furnish power to anyone who asks 
within our realm of distribution, and with this clause in the contract, 
which they say, the Government says, “(zo out and promote it and get 
the wide use of electric ity.” and we do that, and we have a responsibil- 
ity to furnish it, then likewise, the Government has a reciprocity and 
a reciprocal duty to fulfill its obligations which it has asked us to do. 

Mr. Horrman. And the Bureau of Reclamation also has the re- 
sponsibility to furnish power for irrigation, hasn’t it? 

Mr. Bepxe. That’s correct. 

Mr. Horrman. So we will have more farms ? 

Mr. Bepke. That’s correct. 

Mr. Horrman. Do you think it is a sound business principle for the 
Federal Government to go ahead and establish more farmers in busi- 
ness and increase the surplus? 

Mr. Bepxe. Yes, for this simple reason 

Mr. Horrman. You do. Wait a minute; that’s all I care about. 

Mr. Cuuvorr. Why don’t you let the witness finish and give his 
answer ? 

Mr. Horrman. Allright. I just thought you wanted to hurry it up. 

Mr. Cuvuporr. I do want to hurry it up. 

Mr. Bepxe. It has been computed that there is more property in the 
United States coming out of farming each day than is going in in 
the new reclamation projects. 

Mr. Horrman. You will admit there is a farm surplus, won’t you? 

Mr. Bepxr. No, I won't. 

Mr. Horrman. All right. That is all. 

Mr. Bene. Not when - you consider the overall picture, our future. 

Mr. Horrman. You claim there is no surplus of farm produce in 
this country. You have answered it. You said you wouldn’t. 
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Mr. Bepxe. Yes, I will say there is no surplus of farm produce, if 
that is what you want. It seems to be. 

Mr. Horrman. I don’t care, I don’t want anything in particular. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. I have one further question of you. 

This “consistent with sound business principles” relates to the Mini- 
doka project, to the operation of the Minidoka system and to the rela- 
tions of the city of Burley with that system, or with the Bureau ? 

Mr. Bepxe. Yes; it is within the scope of the contract. 

Mr. Moss. Would it be sound business principles to take an inte- 
grated system and break it up? 

Mr. Bepxe. No. 

Mr. Moss. That, then, should deal with the question of sound busi- 
ness principles. I don’t know of a utility in the country that would 
try to break up an integrated system and operate it on a less efficient 
or less economic basis than can be achieved through the integrated 
operation. 

Just one other point. As a westerner with reclamation problems, 
I haven’t see any evidence from Mr. Hoffman or anyone else that we 
are producing the farm surpluses that are getting these huge subsidies. 

Mr. Horrman. What do you mean, that you are? 

Mr. Moss. That we in the West are producing, and furthermore—— 

Mr. Horrman. Are you asking me a question ? 

Mr. Moss. I am making a statement. 

Furthermore, I might point out that the farmer is an awful piker 
in subsidies when we look at some of the huge publishers in this 
country who are getting a quarter of a billion dollars every year 
from a postal subsidy. 

Mr. HorrmMan. What is this, a campaign speech ? 

Mr. Moss. It is a statement of fact, Mr. Hoffman. If it has cam- 
paign advantage, I will take it. 

Mr. Horrman. Is that for the benefit of the audience? 

Mr. Moss. I hope it is for the information of both. 

Mr. Jonas. The gentleman is on the Post Office Committee. Have 
you introduced a bill to cut it out? 

Mr. Moss. The administration hasn’t introduced one. 

Mr. Horrman. I want to thank Mr. Moss for his contribution to my 
knowledge. 

Mr. Moss. I knew you would appreciate it. 

Mr. Cuvuporr. This applies to all members of the committee: I 
would like all members of the committee to stay on power. 

We have been on farm subsidies and we have been on irrigation, 
and now we are on postal subsidies, and we are not going to be able 
to get anywhere today unless we stick on the points at issue. 

Now, I am not going to ask any questions. I just want to sum up 
something to see whether I understand the problem in my own mind. 

As I understand it, the city of Burley has no present power problem, 
that they have as much power as they need at the present time. 

But they are worrying about a projected load increase demand to 
1962, at which time they want to be sure that their load increase de- 
mand will be met with proper power when it is needed; is that correct ? 

Mr. Satmon. Yes, sir. 

Mr. Cuvuporr. Now, I also understand that public power is being 
produced on a project known as Anderson Ranch Dam, and if a 
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proper transmission method can be worked out with the Bureau of 
Reclamation, there is plenty of power at that dam available to meet 
your projected needs; 1s that correct ? 

Mr. Satmon. That is our understanding. 

Mr. Cuvuporr. I also understand that there is plenty of power avail- 
able. As a matter of fact, so much of it is available that it is being 
dumped to the Idaho Power Co. at 1% mills; is that right? 

Mr. Bepxke. Yes. 

Mr. Cuuporr. Now, if a contract can be worked out between your 
city and the Bureau of Reclamation to get some of that available 
power, which is being dumped to the Idaho Power C o., in the future, 
and you are entitled to it under the Flood Control Act as a preference 
customer, then you will have no problem up to 1962; is that right? 

Mr. Sarmon. That's right. 

If we can get the power that could be allotted to us under a pref- 
erence clause, that we would, with the other 15 users under the Mini- 
doka system—— 

Mr. Cuuporr. And it is available and you are entitled to it, and it 
is being dumped to a private company ¢ 

Mr. Satmon. Mr. Chairman, it seems that there is a little mis- 
understanding as to what dump power is. 

Mr. Cuuporr. It is excess power. 

Mr. Jonas. Why don’t you let him answer? 

Mr. Cuuvorr. I want to find out., I am trying to get the facts in 
this thing. 

Mr. Satmon. I wouldn’t want to leave here with the wrong im- 
pression. I would like to ask Mr. Smith to explain what dump power 
is, what the difference between dump power and firm power is. 

Mr. Cuuporr. I think it would be good to get it in the record. 

Mr. Smirn. Firm power is that that can be guaranteed 24 hours 
a day, 12 months a year; or 30 days a month, 12 months a year, con- 
tinuously. 

Dump power is solely energy which cannot be guaranteed to de- 
liver continuously. Therefore, dump power is not as expensive as 
firm power. 

Then we run into what is called peaking power for during your 
different periods of the day and during your different months of the 
year, which is a lot more expensive. You might give this as an exam- 
ple: dump power at 1 mill, then firm power is approximately worth 
twice as much, or start with 2—2 mills, firm power would be worth < 
mills and peaking power would be worth 6 mills. That is more or less 
kind of the way that the thing works. 

Mr. Cuuporr. Isn’t dump power excess power that there is no 
demand for at the present time, and therefore is sold at a very 
cheap rate ? 

Mr. Smiru. That’s right. 

Mr. Cuuporr. Because the supply exceeds the demand ? 

Mr. Smirn. That’s correct. 

Mr. Cuuporr. Now, if it is available under the Flood Control Act, 
the preference customers are entitled to it, and it is available, and 
therefore the Bureau of Reclamation can give it to you, if you need 
it in the future, without any question, because they are selling it as 
dump power to the Idaho Power Co. ? 

Mr. Smiru. Yes. 
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Mr. Cuuporr. Thank you, gentlemen. 

Mr. Horrman. Wait a minute; I have one more question. 

I want to ask Your Honor, You are opposed, are you not, to the 
Interior Department or the Bureau of Reclamation furnishing water 
for these additional acres for farms? 

Mr. Satmon. No, sir, I am not. 

Mr. Horrman. You are not? 

Mr. Satmon. No, sir. 

Mr. Horrman. You want them to do that? 

Mr. Satmon. That is a matter that has been given great study, I 
believe, by the Secretary of the Interior, and it is his approach to the 
future needs of our citizenry, and I am of the opinion that irrigation, 
commercial use and flood control of water, has priority over power. 

Mr. Horrman. Do you think that the Bureau of Reclamation should 
or should not furnish this power for irrigation, of this additional 
land ? 

Mr. Satmon. I think they should. It is a Federal project. 

Mr. Horrman. You think they should? 

Mr. Satmon. Yes, sir. 

Mr. Horrman. Now, I read from the first paragraph on page 4: 

The Bureau of Reclamation plans within the next 2 years to bring— 

I suppose it means “an,” though it says “and”— 


an additional 61,450 acres under cultivation, which they estimate will add 550 
farms to the community. There again we contend that this is a primary reason 
for our increased rapid growth and cause of a Federal power shortage in the 
system. 

You stand on that, do you? 

Mr. Satmon. Yes, sir. 

Mr. Horrman. Then you are advocating a stand that should be 
taken by the Bureau of Reclamation, which is one of the causes of 
your present Federal power shortage, aren’t you! 

Mr. Sataton. We don’t want to stand in the w ay of natural growth 
and development in the area. 

We are in favor of these farms being developed and the water used 
for the purpose of irrigation. But we are asking also that our needs 
be not lost track of, and due to the increased population, that we will 
have further increases, too. 

Mr. Horrman. Which is to be taken care of by the Federal Gov- 
ernment ? 

Mr. Satmon. They have been our supplier for 45 years, and we 
look to them. 

Mr. Horrman. Which you contend should be taken care of by the 
Federal Government; is that right? 

Mr. Satmon. At no extra expense. 

Mr. Horrman. No, no; you can answer that. You contend that 
that should be taken care of, that situation should be taken care of 
by the Federal Government, don’t you? 

Mr. Saumon. We contend that the Federal Gov ernment, through 
the Bureau of Reclamation, should continue to supply and distribute 
the power in this integrated system. 

Mr. Horrman. Sufficient to satisfy your needs? 

Mr. Cuuporr. You have asked that question nine times. Ask it 
once more, and let’s get finished. 
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Mr. Horrman. He has not answered it at any time. He could 
answer it yes or no easily. Now, you are doing just what you did 
before, coming to the rescue of a witness when he gets into an in- 
consistent position. 

Mr. Cuuporr. He wants to explain his answer. I can’t see why 
you should object to that. 

Mr. Horrman. You are shrewd enough. You know what is going 
on. 

Mr. Cuuporr. You have asked that question nine times. Will you 
ask it once more, and then we will be through with it. 

Mr. Horrman. He could have answered it long ago if he wanted to. 

Mr. Cuuporr. He said yes, and explained his reasons. 

Mr. Horrman. No; he didn’t say “yes,” unless he says it now. Go 
ahead with your Philadelphia method. 

Mr. Satmon. I have no objection to saying yes or no, Mr. Hoffman. 

Mr. Horrman. If the chairman cuts me off it’s all right with me, 
I don’t care. 

Mr. Cuuporr. Are you through, Mr. Hoffman? 

Mr. Horrman. No. I am yielding to the chairman’s ruling, and 
I am not intimidated, I am just generous. 

Mr. Cuuporr. I just said you could ask the question once more, 
and let’s get it over with. 

Mr. Horrman. Forget it. I am satisfied with your attitude. I 
don’t care. 

Mr. Cuuporr. Thank you very much, gentlemen. 

Is Mr. Leo Handy in the room? 

(Discussion off the record.) 

Mr. Cuuporr. Mr. Handy, would you take the chair. Do you have 
any members of your staff that you would care to bring forward to 
assist you ? 

Mr. Hanpy. No, sir, I do not. 

Mr. Crcporr. Will you sit down and relax, and identify yourself 
for the reporter. 


STATEMENT OF LEO J. HANDY, CHAIRMAN, VILLAGE BOARD OF 
HEYBURN, IDAHO 


Mr. Hanpy. I have prepared a statement, and this is for the record. 
(The prepared statement submitted by Mr. Handy is as follows:) 


STATEMENT oF Leo J. HANpy, CHAIRMAN, VILLAGE oF HEYBURN, IDAHO 


The village of Heyburn purchased its electric system from Mr. E. B. Skinner 
in 1920. At that time his 10-year contract with the Bureau of Reclamation 
expired. 

The early records of the electric system, as operated by the village of Heyburn, 
were destroyed by fire when the village hall burned a few years ago. 

Our records of 1947-48 fiscal year show 175 customers; 1954-55 fiscal year 
shows 210 customers. Our present contract dated February 1, 1946, is for a 
guaranteed maximum demand of 47 kilowatts. In December 1954 we used 
428 kilowatts. 

A few years ago we asked for a new contract and was told by the Bureau 
of Reclamation that a new contract could not be had until the old one expired 
in February 1956. 

The largest reason for increased power consumption in the village is the 
addition of electric ranges and other appliances. 

The new Federal farm units for veterans, when completed, will have 554 new 
farm units on 61,450 acres. These units are located just a few miles west and 
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north of our village. According to statistics, it takes 4 families in the villages 
and cities to keep 1 family on the farm. Several new homes have been built 
and more under construction at the present time in our village. This will still 
further increase the demand for electricity in our village. 

When the Minidoka project was first settled and electricity was first generated 
at Minidoka Dam, the Bureau of Reclamation encouraged the use of electricity 
especially in the winter months. Electricity for heating was offered at such 
a low figure (.75 per kilowatt-month) that many homes, schools, and hotels were 
heated entirely by electricity. 

At this time we are facing a shortage of electricity and we, the members of 
the Village Board of Heyburn, think we should be considered a preference cus- 
tomer and the Bureau of Reclamation should deliver us the electric energy 
we need. 

We would recommend the installation of newer and more efficient equipment 
in the Minidoka powerplant, as a means of generating more electricity. Also 
the building of a loop line connecting Minidoka Dam with Palisades. Hungry 
Horse in Montana, Bonneville Black Canyon, and Anderson Ranch Dams. We 
urge the utilization of the American Falls Dam site to its maximum capacity. 

The top peak demand on the various powerplants does not come at the same 
time and if they were tied together, one plant could help the other during its 
peak season. 

Mr. Hanpy. I am Leo Handy, the chairman of the Village Board 
of Heyburn. The village of Heyburn lies just across the Snake River, 
to the north and east of Bur ley. We area small community, with a 
population of approximately 600 people. 

The village of Heyburn was laid out by the Bureau of Reclamation 
when the Minidoka project was started in 1904. 

When the power became available, we had a man in Heyburn that 

had contracted with the Bureau of Reclamation for a period of 10 
years to buy and distribute the power in the village of Heyburn. 

At the end of the 10-year period he decided not to go ahead with 
the power, and asked the village to buy his lines and equipment, which 
the village of Heyburn did. 

I am not going to go ahead and read this just as I have it written 
here. I think that May or Salmon and the Burley staff have answered 
a lot of your questions, and their case is just practically the same as 
the village of Heyburn. 

In the years 1947 and 1948 the village of Heyburn had 175 power 
customers. At the present time we have 210. 

When we entered into a new contract with the Bureau of Reclama- 
tion in 1946, 47 kilowatts was adequate to take care of our needs at 
that time. Since then our town has grown so fast and the need for 
more power through the use of electric ranges, refrigerators, and the 
like, has ine reased, that we have increased our use from 47 kilowatts 
to a high last December of 428. 

We have asked the Bureau of Reclamation for a new contract. which 
was turned down, until our present contract expires the lst of February 
1956, and also the Federal farm units for the veterans; that project 
lies Just to the west and to the north of the village of Heyburn, a 
distance of 5 or 6 miles, and it is generally understood that it takes 4 
families in the towns and the villa ages to keep 1 familv on the farm. 
Consequently, the village of Heyburn is growing rapidly. 

We have had a number of new homes in the town, and we have sev- 
eral under construction now, so that we know that our power needs 
are going to increase. 

The only solution that the board of directors of the village of Hey- 
burn have outlined is a solution such as the city of Burley has offered, 
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a connecting link between the Federal powerplants of the Palisades, 
the Hungry Horse Dam in Montana, the Bonneville power setup in 
W ashington and northern Idaho, the Black Canyon Dam in Boise, 
and the Anderson Ranch Dam. 

All of those powerplants owned by the Government were linked 
together, the surplus power at some of those plants would be needed 
at some other plant on the system. 

The peak power at those plants isn’t hit at the same time. They 
are different seasons of the year, so many times the surplus power 
from the Bonneville setup could be used on the Minidoka project, and 
the board of directors of the village of Heyburn would make that 
recommendation, that the Government forsee and build a line to con- 
nect those plants. 

Also, we advocate going ahead with American Falls Dam and com- 
pleting those six penstocks that have already been installed, that were 
installed when the dam was built, and we don’t know, but we believe 
that perhaps some of the machinery in the Minidoka Dam that was 
placed there in 1906 and 1907, a lot of it hasn’t been replaced, and the 
new equipment could possibly generate more electricity with the same 
amount of water than at the present time. 

I believe that is the end of my report. 

Mr. Cuuporr. I just want to ask you one question: What is the 
population of the village of Heyburn ? 

Mr. Hanpy. Between six and seven hundred. In 1950, I think the 
census was 576, 

Mr. Cuuporr. And how many meter users do you have? 

Mr. Hanpy. At the present time we have approximately 210. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Mr. Handy, your present contract calls for a maximum 
demand of 47 kilowatts, but I believe you state in 1954 you were sup- 
plied 428 kilowatts? 

Mr. Hanpy. That’s right. 

Mr. Jonas. That would indicate that the Bureau is making an effort, 
at least, to keep abreast of your demand and take care of your 
requirements ? 

Mr. Hanpy. They have. 

Mr. Jonas. And you are not presenting any complaints here today 
about past treatment. You are offering some suggestions as to how 
the Government might take care of future problems; is that correct? 

Mr. Hanpy. That’s right. 

The only thing that I have to add to that is the request that the 
village of Heyburn enter into an agreement with the other 15 com- 
panies to buy the power from Idaho Power for the surplus power that 
they cannot furnish. 

Mr. Jonas. I don’t understand that, Mr. Handy. Will you say 
thatagain? You are one of the 16? 

Mr. Hanpy. We are 1 of the 16. ‘companies. 

Mr. Jonas. Companies mentioned in the previous testimony ? 

Mr. Hanpy. Yes; that are buying power from the Federal Govern- 
ment, or from the Bureau of Reclamation. 

Mr. Jonas. And do you agree with Mr. Salmon that the Constitu- 
tion does not permit you to join with the other 15 in forming a sort of 
a supercooperative to market, to acquire and handle this power ? 
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Mr. Hanpy. I suppose that the law governing cities and villages is 
alike, and in that case I agree with them exactly. 

Mr. Jonas. Is Heyburn incorporated / 

Mr. Hanpy. Incorporated in 1911; yes, sir, as a village. 

Mr. Jonas. I don’t have any other questions. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. Is there any power shortage now in your village? 

Mr. Hanpy. No. 

Mr. Horrman. Have you any complaint about the present situation ? 

Mr. Hanpy. Not the present situation. It is the situation that they 
have told us that we are going to have to take care of. 

Mr. Horrman. Something in the future? 

Mr. Hanoy. That’s right. 

Mr. HorrMan. Because of the crowth ot the city, or the increased 
use of electricity, one or the other? 

Mr. Hanpy. The growth of the community, not particularly our 
city. 

Mr. Horrman. And the increased use of electricity ? 

Mr. Hanpy. Yes, sir. 

Mr. Horrman. And that increased use of electricity is due to the 
cheap rate, isn’t it, in part? 

Mr. Hanoy. No: I wouldn't say that. 

Mr. Horrman. What do you mean by this “electricity for heating 
was offered at such a low figure that many homes, s ‘hools, and hotels 
were heated by electricity” ¢ 

Mr. Hanoy. That isn’t at the present time. Back in 1917 when we 
first got power on our farms, at that time any farmer could contract 
with the Government for electricity on a 10-year contract. 

Mr. Horrman. For heating his home? 

Mr. Hanpy. For heating his home, and for electricity. 

Mr. Horrman. Don’t you think we in the East should } 
same privilege at the same rate / 

Mr. Hanpy. I can’t answer that. 

Mr. Horrman. Keep in mind before you answer, I live in Michigan, 
where it gets real cold. 

You can’t answer that one? 

Mr. Hanpy. I can’t answer that question. 

Mr. Horrman. Don’t you think I should have the same right that 
you do, cheap electricity furnished by the Federal Government ? 

Mr. Hanpy. There is another fact enters into that. Idaho has the 
natural resources to produce cheap power, and you don’t have that 
in Michigan. 

Mr. Horrman. We don't‘ 

Mr. Hanpy. Maybe I should take that back, but I don’t 
you have the waterfalls. 

Mr. Horrmayn. In the intere st of brevity and as a favor 
chairman, I will waive any further questions. 

Mr. Cuuporr. Thank you. 

Do you have any questions, Mr. Moss ? 

Mr. Moss. I can't let Mr. Hoffman outdo me. will waive any 
questions. 

Mr. Horrman. If you would follow my example Be am so presump- 


tuous to think, in other matters, it would be ve ry helpful to you. 
Mr. Moss. I try to do that so hard. 
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Mr. Horrman. It is offered free. 

Mr. Cuuporr. Mr. Handy, I am not going to ask you any questions. 
I just want to see whether ‘we have your problem on the record. 

You are not worried about the present day. You are taken care of 
on your present-day demand for power ? 

Mr. Hanpy. Yes. 

Mr. Cuuporr. But you feel that there will be an increase in your 
load demand within the next 10 years, and you want to make sure 
that when increased load demand comes, the Government will sell 
you power from the Anderson Ranch Dam, which is available and 
being sold to the Idaho Power Co. at 134 mills as dump power, be- 
cause you are entitled to it asa preference customer / 

Mr. Hanpy. Yes: we figure that we are. 

Mr. Cuuporr. So your problem is exactly the same as the prior 
city of Burley ? 

Mr. Hanpy. That is exactly right. 

Mr. Cuvporr. Thank you very much for coming. 

Mr. Hanpy. Thank you, gentlemen. 

Mr. Cuvporr. Is Mr. Gus Norwood in the room ? 

Mr. Norwood, if you have any members of your staff that you 
care to bring with you, it is perfectly all right. 

Mr. Norwood, would you take the chair and identify yourself for 
the reporter. 


STATEMENT OF GUS NORWOOD, SECRETARY, NORTHWEST PUBLIC 
POWER ASSOCIATION 


Mr. Norwoop. Mr. Chairman, members of the committee, my name 
is Gus Norwood. For the past 8 years I have served as the executive 
secretary of Northwest Public Power Association. 

This is a nonpartisan, nonprofit service organization of rural elee- 
tric cooperatives, utility districts, municipal electric systems through- 
out Alaska, Montana, Idaho, Oregon, and Washington. 

Mr. Chairman, I have a lengthy statement here. I am sure it 
would take close to 45 minutes to read it, and I would like permission 
to file it with the committee, and then to highlight it for you quickly. 

Mr. Cuvporr. Without objection, you may proceed. 

(The prepared statement submitted by Mr. Norwood is as follows :) 


STATEMENT OF GUS NorWoop, SECRETARY, NORTHWEST PUBLIC POWER ASSOCIATION 


Mr. Chairman and members of the committee, welcome to the Pacific North- 
west. On behalf of the municipal electric systems, utility districts and rural 
electric cooperatives of the Pacific Northwest, I wish to express appreciation 
to each member of the committee for devoting your vacation period to the 
difficult task of conducting these hearings. We very much appreciate your 
coming here. 

My name is Gus Norwood. For the past 8 years, I have served as executive 
secretary of the Northwest Public Power Association. This is a nonpartisan, 
nonprotit service organization of rural electric cooperatives, utility districts, 
and municipal electric distribution systems in Alaska, Washington, Oregon, 
Montana, and Idaho. Throughout the Pacitic Northwest, consumer-owned 
electric systems own and operate about $700 million of electrical facilities and 
serve some 2 million people. About 35 percent of these people are served by 
the member utilities which own and operate the Northwest Public Power Asso- 
ciation. Of our 99 members, 50 borrow money from REA. Our systems serve 
most of the rural areas, but also include many cities, including Seattle, Tacoma, 
Eugene, Burley, about 100 cities in all. 
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With few exceptions, our distribution systems purchase all or part of their 
electricity directly or indirectly from Federal dams. In the past year, I esti- 
mate we paid into the United States Treasury about $17 million for power. 
By 1960, we expect to pay close to $33 million per year. 


Plan of testimony 


My statement is in four parts. First, I will touch on the power shortage in 
southern Idaho. Secondly, I shall discuss the proposed southern Idaho trans- 
mission loop as the means toward an abundant supply of low cost power for 
southern Idaho. Thirdly, I shall present as a case study, the power exchange 
eontract which the Secretary of Interior granted to the Idaho Power Co. on 
March 14, 1955. Fourthly, I shail submit recommendations for consideration 
of the committee. 


I, POWER SHORTAGE IN SOUTHERN IDAHO 


In area, Idaho is one of the larger States of the Union; in natural resources, 
one of the richest ; but in terms of people, Idaho is one of the smallest. Virtually 
untapped, 70 percent of the Nation’s phosphate reserves lie in southeastern 
Idaho and adjacent areas. In Idaho the development of resources and the 
creation of job opportunities for people lies with the future. The vast resources 
and the contrastingly low population density, and low per capita income, of 
Idaho call for an attitude which I woulc term “development minded.” Yet the 
attitude of certain Federal agencies suggests an attitude which I would term 
“In restraint of development.” Especially is this true in the field of waterpower. 

Next to Washington, the State of Idaho leads the Nation in the availability of 
undeveloped waterpower. According to the Federal Power Commission, Idaho 
has a hydroelectric potential of 8.8 million kilowatts—or the equivalent of 17 
Bonneville Dams. The Snake River has a potential of 11,193,000 kilowatts, or 
one-eighth of the remaining undeveloped waterpower of the country. The 
Snake River is practically a virgin stream. Only 5 percent of the Snake River 
is utilized, while 95 percent continues to run wastefully to the sea and causes 
devastating floods in the downstream areas of Washington and Oregon. The 
power shortage in southern Idaho constitutes a case of power famine in the midst 
of plenty. 

The State of Idaho has 14 municipal and 22 cooperative electric systems. The 
city of Idaho Falls went into the electric business in 1901, Weiser in 1903, Burley 
and Soda Springs in 1908, Albion in 1915, Bonners Ferry, 1921, and Minidoka in 
1924. 

A compact group of 16 of these cooperative and city electric distribution 
systems are located in Minidoka and Cassia Counties on the Minidoka irrigation 
project. Fifty-five years ago, in the year 1900, these counties had virtually no 
population. However, in 1902, Congress passed the Newlands Act to create the 
Federal Irrigation Service and in 1904 authorized the Minidoka project as one of 
the first Federal irrigation ventures. This is where the Federal power program 
was born. Here also were formed some of the first rural electric cooperative in 
the Nation. 

For many years the 13,400-kilowatt Minidoka powerplant provided ample 
power which was fed into a 94-mile low-voltage distribution system which in 
turn made the energy available to the 16 systems. However, the chief character- 
istic of this Minidoka power system is its isolation from the other 4,500,000 kilo- 
watts of Federal hydroelectric power plants in the Pacific Northwest. It is be- 
cause of such isolation that the area is increasingly suffering from high power 
rates and power shortages. Even the Palisades Dam will provide but temporary 
and not low cost relief. Fortunately, engineers have long known how to solve 
the southern Idaho problem of isolation. 


II. SOUTHERN IDAHO TRANSMISSION LOOP 


Electric utility engineers have long recognized the problem and challenge 
presented by the isolation of the Minidoka and similarly isolated power projects 
and communities. In particular, this problem was recognized 20 years ago by 
the Pacific Northwest Regional Planning Commission which on November 1, 
1935, issued a map on which was drawn in two colors a proposed high voltage, 
high capacity transmission grid. 

The initial development was drawn in red and interconnected Grand Coulee 
Dam, Bonneville Dam, Spokane, Seattle, Portland, and Eugene. A second network 
in green color for future development included what has become known as the 
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south Idaho transmission loop. Starting at McNary Dam on the Columbia River 
near Pasco, Wash., the engineers drew the 230,000 volt transmission line to Boise, 
then up the Snake River to Minidoka, Idaho Falls, and the phosphate beds near 
Montpelier, Idaho. Then the line turned northward to Butte and back to Spokane 
and Grand Coulee Dam. 

Four main purposes would be served by the loop. Firstly, by interconnecting all 
Federal dams in the Pacific Northwest the line would achieve maximum produc- 
tion of firm power. Much power now sold at dump power rates would be sold 
as firm power. Firm power not only brings in more revenue, but also commands 
a wider market. Most cooperative and public systems can use only firm power. 

Secondly, the loop aims at making the power available throughout the region 
at the same uniformly low postage stamp rate. This would cut the wholesale 
power rate in southern Idaho approximately in half. 

A third objective of the loop is to unlock such resources as the phosphate beds. 

Fourthly, the loop would make available in southern Idaho a reasonable share 
of the vast power resources of northern Idaho. Southern Idaho is rapidly becom- 
ing a power desert while the huge sites to the north lie unused. A 50-mile circle 
centered at Grangeville, Idaho, includes some 8 million kilowatts of under- 
developed waterpower. By means of a high voltage grid, southern Idaho would 
share in these wealth-creating power resources. 

Much progress has been made in constructing the southern Idaho loop. The 
Bonneville Power Administration has built 7,000 miles of high-voltage line ex- 
tending throughout the Pacific Northwest. Lines run from Grand Coulee Dam 
to Spokane, then eastward to Hungry Horse Dam, and thence southward to 
Anaconda, Mont. This portion of the loop is only 200 miles from Idaho Falls. 
Progress on the other portion of the loop includes only an 80-mile leg from 
McNary Dam to La Grande, Oreg. Thus, about 500 miles of the loop remains 
to be built. 

An alternative to Federal construction was the possibility of an arrangement 
for wheeling rights over privately built lines. Soon after the close of World 
War II the Department of the Interior received power applications from southern 
Idaho, and particularly for phosphate development. The Pacific Supply Coopera- 
tive and other farmer groups were ready, able, and willing to build phosphate 
furnace plants if the loop were built. 

Meanwhile, the Idaho Power Co. requested the Interior Department for a per- 
mit to construct a 138,000-volt transmission line from the proposed Bliss Dam 
westward to Boise, and from Bliss eastward to American Falls. The Department 
made a counterproposal that the company build a 230,000-volt line and rent the 
excess capacity to the Government for wheeling Bonneville power to the phos- 
phate area. The company refused. The matter went to court, and the company 
lost. Finally the Federal Power Commission granted an amendment to the Bliss 
Dam license granting the permit across the public lands but requiring that the 
line be spaced for 230,000 volts and that the excess capacity be made available 
for wheeling Federal power. 

One of the most unfortunate and inexcusable giveaways by the Secretary of 
the Interior was his action last year in unilaterally waiving such wheeling rights. 
The work of your committee in bringing to light this conduct of the Secretary of 
the Interior has been very helpful. 

The wheeling rights on the Bliss—Boise and Bliss—American Falls line would 
have added 200 miles to the southern Idaho loop. By merely building a line 
from La Grande, Oreg., to Boise, the Bonneville Power Administration could 
have been able to ake Columbia River power available in the southeastern 
corner of Idaho. But any such possibility was precluded by another action by 
the Secretary of the Interior. 

It should be mentioned that the Bureau of Reclamation also made numerous 
efforts to obtain authority and funds to interconnect its dams in southern Idaho 
by means of high-voltage lines. These efforts were stopped by the Idaho Power 
Co. During 1949, as plans were made for the Atomic Energy Commission opera- 
tion near Arco, there was serious study of bringing a Bonneville line into Arco, 
but this was mysteriously stopped by the Atomic Energy Commission officer in 
charge, who was less interested in low-cost power for AEC than in throwing the 
business to the Idaho Power Co. and the Utah Power Co. The Federal Govern- 
ment soon found itself in the silly position of selling power from Anderson Ranch 
Dam for 1.5 mills to the Idaho Power Co, and then buying the same power back 
from the same company 120 miles away for about 20 mills. There are a lot of 
shenanigans going on in southern Idaho. The committee would also find interest- 
ing reading in the numerous contracts between the Bureau of Reclamation and 
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the Idaho Power Co., such as the American Falls contract of 1923 and the Decem- 
ber 15, 1950, Boise and Minidoka projects contract, No. 1506, as amended. How- 
ever, these are complex matters and will merely be listed here. 


III. POWER EXCHANGE AGREEMENT BETWEEN THE SECRETARY OF INTERIOR AND THE 
IDAHO POWER CO. 


As a specific case study in bad administration, I desire to bring to the attention 
of the committee the 20-year power exchange contract recently granted by the 
Secretary of Interior to the Idaho Power Co. 

This is a new agreement on which the ink is barely dry. The contract is 
dated March 14, 1955, and covers a 20-year period. 

As Bonneville contracts go, this is a relatively simple 20 page document. It 
is simple because it involves only one point of delivery or contact between the 
two power systems at La Grande, Oreg. It is simply because it is the only con- 
tract between the Idaho Power Co. and the Bonneville Power Administration. 

This is an exchange agreement. It does not involve, at least not on the face 
of the contract, any sale of firm power or peaking power. Power may be ex- 
changed under three patterns, or situations. 

1. Exchange of ercess energy.—This provision appears to be a standard clause 
for exchange of energy which might happen to be surplus on either system. 

2. Sale of provisional energy.—During August and September of each year, 
when the Idaho Power Co. experiences its annual peak loads, the Government 
shall release additional storage water at Hungry Horse Dam on condition that 
such energy will be replaced by the Idaho Power Co. during the period October 1 
through April, if required. 

3. Emergency and breakdown relief —This appears to be a standard contract 
clause assuring each system of power in the event of emergency or breakdown on 
the respective systems. 

Let me now discuss these transactions and outline our objections to each one. 
I do not propose to be exhaustive in my testimony but rather merely to provide 
you with indication that this subject is loaded with pay dirt for your more de- 
tailed investigation. 


Excess energy erchange 

The first transaction provides for the exchange of excess energy. To under- 
stand this deal you must appreciate that the Idaho Power Co. in the first place 
does not have any appreciable amount of excess energy at any time, but on the 
contrary, is in need of energy almost all the time, and secondly that the Idaho 
Power Co. experiences its annual peak loads in August, whereas the peak load on 
the Bonneville system occurs in December or January. 

It is normal and standard practice in the making of exchange agreements 
among electric utilities that a study be made of the benefits to be gained from an 
interconnection and based on such study that the two utilities then share the 
costs and the benefits. By sharing costs and benefits, I mean split even, 50-50. 

However, in this case we have what purports to be an exchange agreement 
resulting in the delivery in the summer months of Bonneville dump power to the 
Idaho Power Co. while that company is desperately striving to meet its peak 
loads. What Bonneville here calls dump power is actually the most tremendously 
valuable power known in the electric business, namely peaking power. This 
power is much more valuable even than firm power. Without belaboring the 
point, I am sure that each kilowatt-hour of Bonneville Gump which will be de- 
livered to help Idaho Power. Co. carry its peak loads could reasonable be priced 
at 1 to 2 cents per kilowatt-hour instead of the dump power rate of one-fourth 
of a cent. Here the Bonneville Power Administration had a remarkable oppor- 
tunity to make a good sale to an eager buyer, but instead Bonneville elected to 
throw its power into the garbage can and then told the Idaho Power Co. to come 
and help itself. 

Just for comparison I might mention that TVA for years has had an exchange 
agreement with the Southern Corp. whereby TVA receives 2 kilowatt-hours of 
Southern Corp. steam-generated power off-peak in return for which TVA de- 
livers 1 kilowatt-hour of peaking hydro. Let me emphasize that in the TVA 
arrangement 2 kilowatt-hours of steam power are traded for only 1 kilowatt- 
hour of hydro. The TVA contract illustrates a businesslike, normal, standard 
arrangement between two utilities. It is the type of contract which results when 
two competent negotiators sit down at the table. The Interior Department ex- 
change agreement with the Idaho Power Co. reflects much competence on the 
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part of the Idaho Power Co. However, I happen to know from my own personal 
knowledge of the personnel in the Bonneville staff that they too are highly com- 
petent. So I am not charging the Interior Department with incompetence. In 
fact, I here and now defend and stand up for their excellent competence. The 
eontract with the Idaho Power Co. was signed because of orders from above and 
the able technical staff of the Bonneville Power Administration had to knuckle 
under or resign their jobs. From time to time many have resigned because they 
couldn’t prostitute themselves any further. 

As a general estimate I will suggest that Bonneville should receive, whether 
in cash or energy, at least twice as much benefit. 


Sale of provisional energy 

Hydroelectric power systems are weakest when all power is produced by run- 
of-the-river projects such as exist generally in the Idaho Power Co. system. Such 
a system is always exposed to the possibility of a critical water year, to an 
extremely cold winter, to dry weather, to the loss of head due to floods. Such a 
hydro system is subject to all the extremes of feast and famine. It is a hydro 
system with relatively little control by man. 

The answer to such a system is upstream storage. Large upstream storage 
reservoirs such as the Hungry Horse Dam serve as electric storage batteries. 
The Government’s Hungry Horse Dam is an extremely valuable component of 
the Federal power system of the Pacific Northwest. It captures the dangerous, 
surplus, and useless summer flood waters in May, June, and July to fill the 
reservoir. The water is normally held until December or January or even later 
and then released so that power may be generated not only at the Hungry Horse 
powerhouse but also at 12 and ultimately 28 powerhouses downstream, Thus, 
summer flood water is held for the purpose of carrying the winter peak loads of 
the region. The upstream reservoir also acts as an insurance policy to protect 
the region from the risk of a critical water year. 

But the Hungry Horse Dam no sooner came into operation 2 years ago before 
certain industries and private utilities began to put the pressure upon the 
Bonneville Power Administration to let them play around with the storage 
capacity of Hungry Horse Dam. They would like to borrow a little storage 
here and there on condition that they would repay later. If they cannot repay 
with actual power they agree to back away from firm power contracts and 
thus keep the Government system from losing. However, these arrangements 
are extremely beneficial to the users. The Government should at least insist 
upon half of the benefits from such use. 

This use of the storage capacity of Hungry Horse Reservoir is called pro- 
visional energy. The contract with the Idaho Power Co. does not make such 
provisional energy available to the company at the option of the Bonneville 
Administrator. The contract uses the mandatory term shall. The contract 
requires Bonneville to lower the Hungry Horse Reservoir for the benefit of 
the company upon demand from early August until September 30 of each year. 
This is the 2-month period during which the Idaho Power Co. experiences its 
annual peak load demands. Under the provisional sale clause the Hungry 
Horse Dam is in effect added to the Idaho Power Co. system to help carry 
the company peaks. In return the Government merely asks that the energy 
be returned during the remaining months after October 1 if needed. How- 
ever, the gamble favors the company since normally the energy will not be 
needed, and even if needed the repayment with energy will be made when the 
company is operating on an off-peak basis. Thus, peaking power is sold at 
dump power prices. 

This provisional sale clause thus operates as an insurance policy for the Idaho 
Power Co. It transfers its risk to the Government. I hold that the Govern- 
ment should have made a painstaking analysis of the value of such service 
and should have insisted upon proper compensation for the service. 

The sale by Bonneville of both excess energy during the summer months and 
of provisional Hungry Horse energy during August and September provides 
the Idaho Power Co. with tremendously valuable peaking power service. Such 
service is not available to public and cooperative power systems except at great 
cost. When we reach our peak we pay the full demand charge for that month 
and in addition we pay a ratchet charge during each of the succeeding 11 months. 
Thus we have here a case of gross discrimination. The preference clause is 
reversed. It operates backward. The congressional mandate is ignored, the 
law is junked. The Bonneville power system is used to pay off political debts. 
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Emergency and breakdown relief 


The third type of interchange between the Bonneville and Idaho Power Co. 
systems verges on the incredible. The contract requires that each system come 
to the rescue in the event of emergency or breakdown on the other system. 
For such emergency insurance there is no charge. The only requirement is 
that the energy so used during the emergency be returned when convenient. 

Here again, I must invoke a discussion of what is normal, standard practice 
in the utility industry. Such insurance or emergency backup service is most 
valuable and is generally sold in return for the payment of a “standby charge” 
or “capacity charge”. In other arrangements no charge is made but only when 
the two utilities are of about the same size and might reasonably be expected 
to benefit equally from the mutual standby service. 

Let me assure the committee that these two utility systems are not of equal size. 
The Idaho Power Co. system is in desperate condition. It has even made arrange- 
ments with the Utah Power Co. to install steam generation ahead of schedule 
for the account of the Idaho Power Co. This steam capacity is located 200 miles 
from the load center of the Idaho Power Co., and because of this distance there 
is risk in transmission line failure. So when we consider the Idaho Power Co. 
situation we can look forward to much risk of emergency and breakdown. The 
Idaho Power Co. is a small operation. The Bonneville Power Administration 
markets power from dams capable of peaking at 4,500,000 kilowatts, one of the 
largest power systems in the world. sjonneville has 7,000 miles of high voltage, 
high capacity transmission lines with many closed loops and numerous arrange- 
ments and facilities to insure continuity of service. In contrast the Idaho Power 
Co. system probably could not take the place of four Grand Coulee generators. 

To say that the Idaho Power Co. promises to come to the rescue in the event 
of breakdown on the Federal system is like expecting Chiang Kai-shek to fiight 
for and to defen’ the geographical integrity of the United States. The emer- 
gency and breakdown clause in this contract is a oue-way street along which all 
benefits flow only into the coffers of the Idaho Power Co. There is no quid pro 
quo. This is a contract with no significant legal consideration, It is a partner- 
ship deal much like the proverbial horse-rabbit stew where the Government fur- 
nishes the horse. 

Before concluding my discussion of these specific contract clauses, let me 
remind the committee that the Government’s power system in the Pacific North- 
west is no charity bazaar. The capital investment is now over one and a half 
billion dollars in dams, transmission lines and substations and every cent of this 
money must be repaid into the United States Treasury together with interest. 
The wholesale purchasers of BPA power and the users of BPA facilities must 
pay all operating, maintenance and administrative costs in addition to the debt 
service charges. In this repayment effort it is fairly safe to say the Idaho 
Power Co. will contribute little or nothing. In fact the exchange agreement will 
probably prevent the consummation of future contracts which would create new 
and additional values which would facilitate the repayment of the Federal power 
investment. May I add that this system is also carrying a very heavy burden 
of subsidy to help in the irrigation of about 1 million acres of new farmland. 

Obviously the financial burden which the Idaho Power Co. shirks in this 
contract will be picked up by other power buyers. As I mentioned before the 
public and cooperative power systems pay BPA $15 million per year now and 
will increase their payments to about $30 million by 1960. We have a direct 
stake in every deal made by BPA which does not meet the standards and tests 
of the prudent businessman. 

While on the topic of business, may I make it abundantly clear that I do not 
find that this contract meets the tests of what we should expect of a good busi 
ness administration. Secretary McKay entered upon his high office by stating 
that business in in the saddle and that it is the responsibility of business to show 
what it can do. In submitting to you the Idaho Power Co. exchange agreement 
I cannot commend the Secretary of Interior for conduct becoming a good 
businessman. 

This concludes my discussion of the three specific clauses in the cont: 
These are the acts of commission which are obvious for any compet 
to see and evaluate. 


"act 


‘nt engineer 


Acts of omission 

The committee will recoguize that the consummation of this intertie at La 
Grande, Oreg.. between the Bonneville Power Administration and the Idaho 
Power Co., brings to realization the decades old dream of the southern Idaho 
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loop. The capacity will be considerably less than it should be, but in skeleton 
form at least, it is the loop. This loop could integrate all Federal generating 
facilities in the Pacific Northwest and so achieve the maximum marketable 
firm power on the Federal system. The loop could also be the means for bringing 
low-cost energy to many areas which now are hindered in their economic develop- 
ment. 

The negotiation of this exchange agreement provided an opportunity for the 
Secretary of Interior to say to the Idaho Power Co. that he would like the 
company simultaneously to enter into a wheeling agreement for the purpose 
of transmitting low-cost Bonneville power into the Burns, Oreg., area where 
several hundred farmers and other rural homes and industries are desperately 
trying to obtain electricity. These people have formed the Harney Electric 
Cooperative and have applied for an REA loan. In that connection they have 
asked Idaho Power Co., which has a line into Burns, for a quotation on power 
supply. The price was so high that it had to be rejected. But the Secretary 
of the Interior had the chance to make a deal with the Idaho Power Co. for 
delivering power at Burns at less than 3.5 mills per kilowatt hour and under 
those conditions that cooperative could now be under construction. The co- 
operative is a preference customer under the law, but apparently not in the 
eyes of the Secretary of Interior. 

The Secretary made a great many omissions. He omitted a chance to ask 
the Idaho Power Co. to wheel energy for the account of the Government into 
southern Idaho for the purpose of commingling such Bonneville power with 
energy produced at Anderson Ranch, Minidoka, and Palisades Dam for use by 
the Bureau of Reclamation for pumping purposes, for resale to the public and 
cooperative systems and possibly even for the establishment of 1 or 2 phosphate 
reduction furnaces. 

All together the Secretary’s requests, had he made them, would not have been 
a drop in the bucket compared to the tremendous generating capacity of the 
Columbia River power system. These little loads here in southern Idaho could 
have been taken care of, the Harney Cooperative could be under construction, 
and there would be some assurance for the future as well. 

These omissions on the part of the Secretary of Interior would not only have 
constituted good business by bringing in a lot of revenue from the sale of 
power as firm power instead of the present marketing as dump power, but would 
also have fulfilled the requirements of the law. The law directs that the 
Secretary of Interior shall market power with preference not to the Idaho Power 
Co., but to electric systems which are owned by the people, namely, public and 
cooperative power systems. 

This provision of numerous Federal laws to which the Secretary pays great lip 
service is called the preference clause. That terminology happens to be unfor- 
tunate because it is not a preference clause. Let me quote just a part of the 
Bonneville Project Act to recall to your mind the real purpose of the so-called 
preference clause. I quote from section 2 (b) of the act: 

“(b) In order to encourage the widest possible use of all electric energy that 
ean be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups. * * *” 

This is the antimonopoly clause. The intent of the law is to prevent monopoly. 

Let me now turn to the monopoly question because in this contract the Secre- 
tary of the Interior in clear and open violation of the law is promoting and 
guaranteeing the further monopolization of electricity supply in southern Idaho 
by the Idaho Power Co. 

A year previously the Secretary ordered the Bonneville Power Administration 
to stop construction of a 230,000-volt transmission line down through central 
Oregon into Klamath Falls, Oreg. Then the Secretary sold the line and all the 
materials, right-of-way, and the plans for completion of the line at cost to the 
California-Oregon Power Co. A few months later that company, thus confirmed 
at its airtight monopoly position, demanded and was given a 17-percent rate 
increase. Chemult, Oreg., is the boundary between the Columbia River power 
system and the iron curtain of Copco. 

In the Idaho Power Co. exchange agreement the Secretary has drawn the line 
at LaGrande, Oreg. This is the surrender spot. Beyond that spot you go into 
high-cost power land, and I mean high-cost power. The residential rates in 
Boise on average are double the rates in Eugene, Oreg., or Tacoma, Wash. 

The main thing done by this contract is thus not stated on its face. The termi- 
nation of the BPA line permanently at LaGrande, Oreg., assures the company 
unilaterally that the Government will not build beyond that point. This con- 
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tract thus becomes the tremendously valuable franchise for the company to own 
and operate the entire southern Idaho transmission loop and to capture all the 
advantages and benefits thereof for profit only to the company’s officers and stock- 
holders. This contract becomes the deed to a great power highway. Incidentally 
much of this line crosses public lands. The rights-of-way over those lands also is 
contracted away beyond the reach of corrective measures by any subsequent 
administration or future Congress. 

Together with this grant of unilateral monopoly, the Government also sur- 
renders any future opportunity to integrate its various hydroelectric projects such 
as Anderson Ranch Dam, Minidoka project, Palisades Dam and any future proj- 
ects along the southern Idaho loop. Furthermore, by the absence of control over 
the loop, the Government will find it extremely difficult to find economic feasi- 
bility for any new hydroelectric power projects in southern Idaho such as Eagle 
Rock. By not being able to integrate power from its projects, the Government 
is over a barrel and must sell at each project under disadvantageous conditions 
with most of the sales on a dump-power basis. Since only the Idaho Power Co. 
can live on dump power, the public and cooperative power systems are frozen out. 


IV. RECOMMENDATIONS 


My testimony has been long, but it is far from complete. Large portions of the 
story remain untold. To put the entire story together will require more research. 
For one thing all existing contracts, letters of agreements and informal working 
arrangements between the Idaho Power Co. and the Secretary of the Interior 
should be dragged out on the table under the spotlight starting with the American 
Falls contract of 1923. 

I believe such study will disclose that the present low per capita income in 
southern Idaho is related to the shortage in the supply of electricity and to the 
excessive power rates. I believe the study will disclose the necessity for the 
construction of the southern Idaho loop as a Federal line. From this line there 
must be assured an adequate supply of low-cost power to the public and coopera- 
tive systems. 

With respect to the interchange agreement which the Secretary has given to 
the Idaho Power Co., I should like to conclude that it violates the letter and 
spirit of the Bonneville Act. It constitutes a subterfuge. It deviates from and 
ignores the normal, standard practices of the utility industry. It is unbusiness- 
like. It is highly discriminatory in favor of the Idaho Power Co. It dis- 
criminates against the interests of public and cooperative electric systems of 
southern Idaho as well as of the entire Pacific Northwest. This contract is a 
grant of a tremendously valuable monopoly. It reverses the antimonopoly clause 
of the Bonneville Act. It is a contract in restraint of development of the area. 
It is contrary to the public interest. It cheats the people of southern Idaho of 
their fair share of low-cost Columbia River power. It is of doubtful legality 
and therefore should be rescinded at the earliest opportunity. 

Thank you. 





APPENDIX A 
A RESOLUTION URGING INCREASED POWER DEVELOPMENT FOR SOUTHERN IDAHO 
I 


Whereas the municipalities and rural cooperatives serving the area of south- 
central Idaho are now exceeding their guaranteed maximum demands of electri- 
cal energy purchased from the Department of the Interior, Bureau of Reclama- 
tion, Minidoka project; and 

Whereas the power demands of these agencies are constantly increasing; and 

Whereas the sources of electrical power immediately available are now pro- 
ducing to their maximum capacity ; and 

Whereas there is a natural site in the Snake River for a new dam for power 
purposes at Eagle Rock, located approximately 8 miles downstream from Ameri- 
can Falls Dam: Now, therefore, be it 

Resolved, That the Congress of the United States give immediate consideration 
to construction of a dam for power purposes at Eagle Rock by the Bureau of 
Reclamation to bolster the supply of power in this area. 
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Whereas the American Falls Dam was completed in 1927, including the pen- 
stocks for a powerplant; and 

Whereas these penstocks are not being used: Now, therefore, be it 

Resolved, That the Congress of the United States be urged to give immediate 
consideration to construction of a powerplant at American Falls together with a 
transmission line through the Minidoka project from American Falis to Milner 
Dam. 


II! 


Whereas a certain contract entered into in the year 1923 by the Department of 
the Interior and the Idaho Power Co. states that the combined power generated 
at Minidoka Dam and American Falls Dam by the Department of the Interior 
or its agencies will not exceed 10,000 kilowatts during the winter months; and 

Whereas the kilowatt demand of the territory served by the Minidoka Dam 
exceeds 10,000 kilowatts; and 

Whereas it would be a waste of power to let water run by both dams and only 
a portion of it utilized at one of the dams: Now, therefore, be it 

Resolved, That the Congress of the United States be urged to take such steps as 
will vacate such portions of this contract, so as to allow the people full benefit of 
their natural resources. 


IV 


Be it resolved, That the Congress of the United States enact legislation to 
require the building of a transmission line by the Bureau of Reclamation from 
Palisades Dam to the north side pumping project, with an interconnection to 
Minidoka Dam. 

The above resolutions were adopted by the Northwest Public Power Association 
on April 1, 1954. 


APPENDIX B 
{Quotation from the Pacific Northwest Public Power Bulletin, October 5, 1950] 
SouTHERN IDAHO MAKES Bip ror BPA POWER 


One of the oldest public-power areas in the United States is clearing the 
decks for action in a concerted drive for low-cost Bonneville power. 

Southern Idaho has 12 municipal electric systems most of which have been 
out of debt 10 to 20 years. Here too was born the concept of electric coopera- 
tives. Soon after the Bureau of Reclamation built Minidoka Dam, the settlers 
formed 13 “mutuals” which purchased Bureau power at about 6 mills. The 
13 are now consolidated into 7. Among the newcomers the last two decades 
have been the five REA’s. All these systems would prefer to buy BPA power 
at 2% to 3% mills as against their present costs of as high as 15 mills from 
the Utah Power Co. 

Unable to build transmission lines, the Bureau has been forced to sell most 
of its energy at the bus bar to the Idaho Power Co. Using its monopoly posi- 
tion to the full, that company has jacked the price to 11 mills and thereby has 
forced 3 REA’s out of business—so far. 

The vague and not too hopeful longings for low-cost Bonneville power began 
to burn more brightly in late 1949 when the Atomic Energy Commission an- 
nounced the reactor plant for Arco and the need for a large block of power. 
Secondly FPC inserted a proviso in the Idaho Power Co. license for the Bliss 
project reserving to the Federal Government the right to use the surplus 
cupacity in the 250,000-volt line from Boise to Bliss to American Falls. Thus 
BPA by building from La Grande to Boise and from American Falls to Arco 
could complete a backbone line in southern Idaho from which feeders could 
be extended to serve the preference agencies. 

All these factors were discussed at the region 9 NRECA meeting at Idaho 
Falls October 1949. Then a year later, on September 10 the Idaho Rural 
Electric Cooperative, comprised of the REA cooperatives of Idaho, adopted a 
resolution requesting that BPA be designated marketing agency for power 
from Federal projects in southern Idaho. This resolution was in turn adopted 
by region 9 of NRECA on September 12 and by NWPPA on September 14. It 
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had already been endorsed by the Southwest Washington PUD Association 
The decision is up to Secretary of the Interior Oscar Chapman. 

There is no need for two Federal power marketing agencies in the Northwest. 
The Bureau is a reclamation, not a power agency. In southern Idaho the 
Federal power policy, to use the words of Hamlet, has been “a custom more 
honored in the breach than the observance.” 

The logical and simple solution is for the Secretary to designate BPA to 
administer Federal power matters, extend the grid system and feeder facilities 
and to apply the postage stamp rate. 

RESOLUTION NO. 3 

No. 3. To urge the Secretary of the Interior to designate the Bonneville 
Power Administration as Federal marketing agency for power from Federal 
power projects throughout Washington, Oregon, Idaho, and western Montana. 
Moved, seconded, and carried.—Passed September 14, 1950. 

Mr. Norwoop. Our member systems throughout the Pacific North- 
west own and operate about $700 million in electric facilities. We 
generate about 500,000 kilowatts. We buy most of our power, how- 
ever, from the Federal plants. 

Our people all together serve about 2 million people or about 40 
percent of the population of the Pacific Northwest. About 85 percent 
of these people are served by member utilities of the Northwest Public 
Power Association. 

There are 99 members. They consist of the rural electric coopera- 
tive municipal systems and utility districts. Fifty of them borrow 
money from REA. 

We serve most of the rural areas of the Pacific Northwest, although 
we have also about 100 cities including Seattle, Tacoma, Eugene, 
Burley. 

We pay into the United States Treasury about $17 million a year 
to pay back the Federal investments in the dams in this region. Every 
one of these dams is on a self-liquidating basis. 

There are no subsidies at these dams by the taxpayers, but, on the 
contrary, our people in addition to paying all the operating costs and 
the interest and repayment of the debt in addition help to subsidize 
irrigation. 

The total subsidy to irrigation people in the State of Washington 
will be about $450 million by the year 2017. 

I am adding a little bit to my statement here, to touch on the irriga- 
tion angle. 

At the Columbia Basin project the power users will pay, by the 
year 2017, $450 million of subsidy to the irrigation developments. - 

Now, the plan of my testimony is to relate the power shortage of this 
isolated area in the Minidoka region to the larger Pacific Northwest 
power system which has a generating capacity of 4,500,000 kilowatts. 
You see the contrast. 

The Minidoka plant puts out 13,400 kilowatts. There is an addi- 
tional 11,600 kilowatts coming in from Anderson Ranch Dam, totaling 
roughly 25,000. Yet this system is not connected to the remaining 
projects in the Pacific Northwest which have a generating ¢ 
4,500,000 kilowatts. ; 

The engineers have long known that these isolated regions of the 
Pacific Northwest should be interconnected, and as long ago as Novem- 
ber 1, 1935, the Pacific Northwest regional planning commission recom- 
mended what is called the southern Idaho transmission loop. 


apacity of 
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This was to be a 230,000-volt transmission system, and if you would 
like to take your map, I will sketch it for you real quickly. 

This transmission system is already largely constructed. The Bon- 
neville Dam, Grand Coulee Dam is interconnected to most of the 
electric systems throughout Washington and Oregon. If we take the 
map and take the point at Spokane, ‘there is now a line, a 230,000-volt 
line, reaching from Spokane to a point just south of Glacier National 
Park, the Hungry Horse Dam, a dam of 285,000 kilowatts. 

The line from Hungry Horse Dam then comes down the west side 
of Flathead Lake there into Anaconda, and that is the end of the 
Federal system closest to where we are today. 

So, to construct the southeastern Idaho loop you would have to con- 
struct from Anaconda to Idaho Falls, a distance of about 200 miles, 
from Idaho Falls to Minidoka, across the State to Boise and then off 
the edge of the map back to the McNary Dam on the Columbia River. 

The part of this loop which is not constructed is 500 miles. As an 
alternative to Federal construction of the entire line, the Secretary 
of the Interior attempted some 6 years ago to arrange with the Idaho 
Power Co. to wheel power over a transmission line which the Idaho 
Power Co. was proposing to build in connection with Bliss Dam. 

I mention this particularly because of our appreciation to this com- 
mittee for the disclosure which you made in your early hearings as to 
the waiver by the Secretary of the Interior of rights which had been 
acquired by the Federal Government for such wheeling rights when 
transmission lines crossed the public lands. 

In this particular case the Idaho Power Co. applied to the Federal 
Government at Bliss Dam for wheeling rights to build a transmission 
line from Bliss Dam to Boise to the westward and from Bliss Dam to 
the eastward to the American Falls area, a distance of almost 175 
miles. 

The Secretary replied that he would be agreeable to such a permit, 
provided that the company would build a 230,000-volt line and would 
make available to the Federal Government the excess capac ity of that 
line so that power might be transmitted from the ¢ ‘olumbia River 
system down into the phosphate fields of southeastern Idaho and also 
for the purpose of integrating these various dams, the isolated opera- 
tion of which you have ‘already heard about. 

The Idaho Power Co. declined to take that type of permit, took it to 
court and lost. The thing was finally resolved by the Federal Power 
Commission amending its license for Bliss Dam, which, however, 
required that the line ‘be spaced for 230,000 volts, and that the Secre- 
tary would have the same right which he was trying to achieve. 

I understand that at the present time that that right is now gone, 
so that this important part of the Idaho loop, southern Idaho ‘loop, 
is a right which is gone as a result of administrative action by the 
Secretary of the Interior. 

It is part of my plan to suggest that the waiving of this right was a 
giving away of a very valu: able Government asset. It was an asset 
which is related to the development of phosphate beds. 

There are all kinds of applications made to the Bonneville Power 
Administration for power at 3 mills in southeastern Idaho to develop 
phosphate by the electric furnace method for fertilizer purposes. 

In addition, the Federal Government would have received great 
benefits by being able to integrate various Bureau of Reclamation dams 
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in this region which at the present time, by virtue of their isolated 
operation, are over the barrel and are forced to sell so much of their 
power to anybody that might happen to be available, which is usually 
a private utility. 

So that the private utility taking dump power from these various 
dams ends up with considerable amount of firm power on its system. 

The Federal Government by doing this itself would enjoy greatly 
increased revenues, but there is another aspéct of it beyond revenuc. 
Our people cannot live on dump power. 

The firm power definiton which you heard is the type of definition 
that goes along with the kind of public utilities responsibility which 
these systems have to their people, so they must buy firm power. 

They cannot live on dump power, and therefore buy this power with 
the various categories of this power, if they were put together, be made 
available as firm power, would bring these particular preference agen- 
cies in the market better than they now are. 

By this power not being integrated and being sold as dump, these 
agencies in effect are being excluded from that opportunity of using 
the power. 

Now, the first part of my testimony had to do with suggesting the 
great advantages of a southern Idaho transmission loop as the long- 
range solution to this power situation down here in southern Idaho 
in this isolated case. 

On page 4 I would like to take you now into a case study of admin- 
istrative action by the Secretary of the Interior in further precluding 
the possibility that this transmission line will ever be built. 

This case study has to do with the signing of an exchange agree- 
ment with the Idaho Power Co. on March 14 of this year. The ef- 
fect of this agreement is not only to sell power at too low a price, but 
also to prevent the southern Idaho loop from being constructed under 
Federal auspices so that all the benefits along that line are assured 
now as a monopoly to the Idaho Power Co. 

On page 4 of my testimony I indicate that there are three types 
of power which are to be exchanged at La Grande, Oreg., between the 
Idaho Power Co. and the Bonneville Power Administration. As a 

result of this contract, the Idaho Power Co. is now closing the gap, the 
transmission gap, between Baker, Oreg., and La Grande, Oreg. When 
that line is built next year, this contract will be in operation. 

The first thing which is exchanged is excess energy, and our com- 
plaint on excess energy is that the Idaho Power Co. is in a very 
poor position to exchange any excess energy. 

It looks to us that this must be a one-way transaction. The part that 
disturbs us particularly is that the Bonneville Power Administration, 
which normally has excess energy in the summer months, is selling this 
power to the Idaho Power Co. in summer as dump power. 

We think it should be sold as peaking power 

Mr. Smith indicated previously that firm power is worth about 
twice as much as dump power and peaking power is worth about twice 
as much as firm power. 

But here we have a very strange situation where the Government is 
depreciating its own power, which, when it comes on the Idaho Power 
Co. system, is valuable peaking power, but the Government says it is 
just dump power, and selling it at 2.5 mills. 
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This is a very serious unbusinesslike aspect of this contract. 

The second type of power which is sold under the Idaho Power Co. 
contract, it is actually an exchange agreement, has to do with what is 
called provisional energy. I mentioned a little while ago the Hungry 
Horse Dam up above Flathead Lake. This is a storage dam with 
300 million acre-feet of storage. That dam serves as a storage bat- 
tery for the region. 

Way up in the hills of Montana the water and the reservoir is 3,700 
feet above sea level, and water being stored up there at Hungry Horse 
in the summer months, floodwater is captured and aoa and then 
the water is released during the winter months and it goes through 
12 different dams as it progresses on its way to the Pacific Ocean. 
Ultimately it will go through 23 dams. 

Thus the scrap summer water, the floodwater, is converted into very 
valuable winter peaking power. It has a lot to do with the explanation 
for the lower power rates of the Pacific Northwest. 

Now, the companies have gone to Bonneville and have asked that 
some of this power from the Hungry Horse Dam be made available 
thead of time, particularly during August and September, and the 
Federal Government in this contract agrees to draw down the Hungry 
Horse Dam Reservoir for the account of the Idaho Power Co. to help 
that company carry its peak loads. 

And then the Federal Government says it is all right for the Idaho 
Power Co. to return the energy at the convenience of the company some 
time before April 1, if the Federal Government needs it. 

This again 1s a case where a valuable peaking power privilege is 
made available to the Idaho Power Co. with the Federal Government 
not adequately charging for this valuable service. 

If the energy is not replaced in kind, it is priced out at 2.5 mills as 
dump power. 

The third objection we have to this Idaho Power Co. contract is 
the emergency and breakdown relief clause. These two systems would 
normally be justified i in entering into this kind of a clause if they were 
of about the same size and could equally stand by for each other and 
help each other equally. 

That is not the case here when 1 system is 15 times as large as the 
other, and the insurance which is provided here is almost entirely an 
insurance by the Federal Government to the Idaho Power Co., the 
company itself could be of very little help, relatively, to the large 
Bonneville system. 

I indicate here that the Bonneville system has over 7,000 miles of 
transmission lines, which also gives it much better continuity of service. 

At the present time, for example, the Idaho Power Co. is pulling 
power some 200 miles from the Utah steamplants. 

In connection with these contract clauses, I would like to call the 
attention of the committee again to the fact that all of these Federal 
investments must be repaid by the power users, and when power like 
this is made available, or when a service like this is made available 
to the Idaho Power Co. at fire-sale prices, it means that a burden is 
transferred to us, to the preference customers of the Pacific Northwest, 
to pay that part of the Federal debt and interest rate, a part of which 
should have been properly allocated to this service, provided the Idaho 
Power Co. 
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We are, in effect, subsidizing the Idaho Power Co. in this contract. 

I would like to conclude this part of my testimony by saying that this 
exchange arrangement, particularly the emergency and breakdown 
relief, is very largely in the nature of a horse-rabbit stew, where the 
Government furnishes the horse. 

These are all acts of commission in this contract, but it is also worth 
taking a look at the acts of omission, because in other cases when the 
Federal Government has made arrangements like this with a certain 
company, the Government would say, “Well, we have some other rela 
tionships that we would like to settle at the same time.” 

Here we have a rural area in central Oregon at Burns. The people 
there have formed the Harney Electric Cooperative. These people 
have applied to the Idaho Power Co. for power. The company says 
they will give it to them at around 9.5 mills. 

Under that rate the project is not feasible. They have applied to 
Bonneville for power. Bonneville does not have a line in there, but 
Bonneville could wheel over the Idaho Power Co. facilities and make 
3.5-mill power available to these people. 

The Secretary of Interior had abundant opportunity, when he con- 
tracted away these very generous provisions here at La Grande, Oreg., 
he had the opportunity of requiring the Idaho Power Co. to enter 
into a parallel agreement with him to wheel power into the Burns area 
That is one chance he missed. 

He also missed a chance to arrange with the Idaho Power Co. to 
wheel power into this power shortage area down here. 

We have power running out of our ears on the Columbia River 
every summer for at least 2 solid months when the Columbia River is 
in flood, and that is exactly the time when these people down here are 
facing their most desperate problem of meeting their irrigation peaks 
in the summer months. That opportunity was missed, and there is 
10 excuse for that one having been missed. 

In addition to that, the “Bonneville Act is very strong, it is the 
strongest Federal law ever written with the preference clause in it. 
The preference clause in the Bonneville Act is repeated at least four 
times. I will just quote one part of it: 

In order to encourage the widest possible use of all electric energy that can be 
generated and marketed, and to provide reasonable outlets therefor, and to pre- 
vent the monopolization thereof by limited groups. * * * 

Many people call this the preference clause, but it is actually an anti- 
monopoly clause; we would like to emphasize that to you today. 

But, in the La Grande contract, the Bonnevile Power Administra- 
tion has said that: 

We will stop at La Grande and not build the southern Idaho loop. The monop- 
oly from there on down is yours. 

We have the same kind of a situation occur, this was 2 years ago, 
when the Federal Government was building a line down into Kla- 
math Falls, a 230,000-volt line. One of the first acts of the Sec retary 
of the Interior was to stop the building of that line, and he sold all of 
the remaining property, the right-of-way, the cable lying on the right- 
of-way, he sold it to the C alifornia- Oregon Power Co. 

We learned a bitter lesson from that experience because within 6 
months the California-Oregon Power Co. applied for a 17 percent 
rate increase, partly to pay for this line, a line which would have 
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brought service right into Klamath Falls at no additional increase to 
them. 

It was a rate increase against the consumers. 

I would like to conclude, Mr. Chairman, by reading the last para- 
graph of my testimony. 

With respect to the interchange agreement which the Secretary has 
given to the Idaho Power Co., I should like to conclude that it violates 
the letter and spirit of the Bonneville Act. 

It constitutes a subterfuge. It deviates from and ignores the nor- 
mal, standard practices of the utility industry. It is unbusinesslike. 
It is highly discriminatory in favor of the Id: tho Power Co. 

It discriminates against the interests of public and cooperative eleec- 
tric systems of southern Idaho as well as of the entire Pacific North- 
west. This contract is a grant of a tremendously valuable monopoly. 
It reverses the antimonopoly clause of the Bonneville Act. 

It isa contract in restraining of development in the area. It is con- 
trary to the public interest. It cheats the people of southern Idaho of 
their fair share of low-cost Columbia River power. It is of doubtful 
legality and therefore should be rescinded at the earliest opportunity. 

I appreciate very much this opportunity of being able to tell you 
about a contract which has been bothering us a great deal. 

Mr. Cuvuporr. Mr. Norwood, I am sure that the members of the 
committee have some questions to ask you. However, we are going to 
recess for 5 minutes, to give the reporter a little rest. 

(Short recess. ) 

Mr. Cuvporr. The subcommittee will be in order. 

I wonder if you gentlemen in the rear of that room would take your 
conference outside. I don’t want to break up the conference, but I 
think you can get along just as well on the outside. 

Mr. Jonas, do you have any questions to ask the witness? 

Mr. Jonas. Yes. Mr. Norwood, where is your home? 

Mr. Norwoop. Vancouver, Wash., sir. This is the office of the North- 
west Public Power Association at Vancouver. 

Mr. Jonas. How do you happen to be here today ? 

Mr. Norwoop. Because we have members throughout Montana, 
Idaho, Oregon, Washington, and Atlanta. The whole region is my—— 

Mr. Jonas. I understand, but how did you know about this hearing? 

Mr. Norwoop. I think it is about a month or 2 months ago that we 
contacted, or were contacted by National Rural Electric Cooperative 
Association back in Washington, D. C., opening up the possibility that 
some such hearing like this might be held, and I think they indicated 
to us the tentative dates, and we began to arrange for our witnesses 
to be in a sort of a standby, to get ready for possible hearings. 

Then when the dates were actually announced in the newspapers, 
we were notified just about the same time as it was announced to the 
papers, why, we began to urge our group down here to get their wit- 
nesses ready and be prepared to come here for presenting their testi- 
mony. 

I noticed in the paper yesterday that there was a statement in there 
attributed to me that the committee had invited us or had invited the 
witnesses. I think probably I did most of the inviting after I heard 
that the hearings would be held, and I \ as urging our people to get 
here and get their story on the record. I don’t believe that the com- 
mittee has contacted very many of these people. 
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Mr. Jonas. Of course, you have no way of knowing that. That is 
pure speculation on your part, I assume. 

Mr. Norwoop. No; it is not, sir. I have been here, I was here in 
Burley all day yesterday morning working with a number of the wit- 
nesses, Working with them on technical points in connection with their 
testimony. 

Mr. Jonas. You mean you have sort of taken over the responsibility 
of assembling the w itnesses and discussing in advance with them their 
testimony here, and helping them with their testimony / 

Mr. Norwoop. No; I wouldn't put it that way. Nobody can take a 
witness and suggest to him what he should say. 

I made myself available. I work for all of these people. When 
they ask me something, I help them. 

Mr. Jonas. Did they ask you to come down here yesterday and help 
them with this, or did you come on your own responsibility ? 

Mr. Norwoop. I imagine it was mutual. I was expected to come 
here, and I came. 

Mr. Jonas. Did anybody ask you to come, and if so, who? 

Mr. Norwoop. The Northwest Public Power Association, sir, is made 
up of these systems. 

Mr. Jonas. I am simply asking you, Mr. Norwood, whether you as 
the executive secretary of the association assumed the responsibility 
of doing that yourself, or whether you were invited by these people to 
come down here and help them prepare their testimony. 

Mr. Norwoop. I didn’t say that I helped them prepare the testimony, 
sir. 

Mr. Jonas. You said you met with them all day yesterday and went 
over their testimony. 

Mr. Norwoop. I met with them, I made myself available to them, 
and I saw some of their testimony. 

Mr. Jonas. You saw it? How did you see it? 

Mr. Norwoop. They were preparing it. They ran it through dupli- 
cating. 

Mr. Jonas. As a matter of fact, all of the prepared statements that 
have been introduced so far today were prepared on the same mimeo- 
graph machine; weren’t they / 

Mr. Norwoop. That's correct, I believe. 

Mr. Jonas. Who did that? 

Mr. Norwoop. I saw a number of them come in to city hall at Burley 
and the city hall at Burley machine was used on some of these state- 
ments. 

Mr. Jonas. Was it used on yours? 

Mr. Norwoop. Yes, sir. I wrote my statement on Labor Day. My 
girl was sick on Monday, so I had to carry it with me in rough form. 

Mr. Jonas. So all of the statements that have been filed so far 
today were prepared yesterday in Burley? 

Mr. Norwoop. No, sir. 

Mr. Jonas. Well, they were put in final form yesterday in Burley. 

Mr. Norwoop. No; I couldn't say as to that. I saw a number of 
them being run through the Ditto machine at that time. I don’t know 
when they, came in. 

Mr. Jonas. And you were there all day yesterday with the pro- 
spective witnesses / 

Mr. Norwoop. That’s correct. 
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Mr. Jonas. Going over their testimony with them and considering 
how what you w anted to say here today and what they wanted to say 
here today should be presented to the committee. 

Mr. Norwoop. I think I should qualify this. I don’t believe, now 
that I think about it, that any statement was changed as a result of 
any conversation that I had there. 

We were talking about oral testimony over and above the written 
statements which were, I think all ready to go. 

Mr. Jonas. Did you ever send a request to this committee to be 
heard here today, or file a complaint with this committee ? 

Mr. Norwoop. I don’t have my correspondence file with me, but we 
have had correspondence with the committee, which I think would 
answer 

Mr. Jonas. Iam sure of that, and I am asking whether you initiated 
that correspondence, or whether members of this committee or staff 
of the committee initiated it. 

Mr. Norwoop. Oh, no; we initiated it. We were awfully anxious 
to make sure that the committee would hold the hearing. 

Mr. Jonas. You initiated it. Now, can you tell me how? 

Mr. Norwoop. As soon as we heard, as I indicated before, from 
National Rural Electric Cooperative Association, that there was a 
possibility of this kind of a hearing, we immediately——— 

Mr. Jonas. Got in touch, write the committee? 

Mr. Norwoop. Wrote to the committee to urge that such a hearing 
be held. 

Mr. Jonas. And asked permission to present evidence? 

Mr. Norwoop. I think we must have made that request at that time. 

Mr. Jonas. How long have you been connected with the Northwest 
Public Power Association ? 

Mr. Norwoop. Eight years, sir. 

Mr. Jonas. What did’ you do prior to that? 

Mr. Norwoop. I was chief engineer of a battle cruiser during the 
war. I graduated from the N faval Academy and I had 11% years of 
naval duty, and I transferred from naval duty directly into this work. 

Mr. Jonas. You graduated from the Naval Academy ? 

Mr. Norwoop. In 1939. 

Mr. Jonas. Went into the Regular Navy ? 

Mr. Norwoop. Yes, sir. 

Mr. Jonas. And served in the Navy until about 8 years ago, when 
you resigned 4 

Mr. Norwoop. Yes; I resigned at the end of 1946. I went to Har- 
vard and took my master’s degree in public administration. And be- 
cause of my interest in the electric problem and because the group 
in this region was wanting to put the Northwest Public Power Associa- 
tion on a full-time staff basis, I was employed, and we have, in addi- 
tion to myself, one girl in the office. It has been my full-time work 
for the past 8 years. 

Mr. Cuuporr. Mr. Jonas, I Just want to interrupt you at this point. 
Since you raised the question as to how the witness got before this 
committee, I would like to read into the record, and offer it, a letter 
from Northwest Public ae Association, Inc., 131 Columbia Street, 
Vancouver, Wash., July 31, 1955: 
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Subject: Interior power marketing policies. 
Mr. ARTHUR PERLMAN, 
Staff Director, Public Works and Resources Subcommittee, 
House Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR ART: It is respectfully urged that the public Works and Resources Sub- 
committee conduct as soon as feasible the most searching inquiry into the admin- 
istration of Federal power agencies to determine whether there exists a “con- 
spiracy within the Federal Government” to subvert the Federal power program 
in flagrant violation of law. 

The evidence at hand warrants this investigation. 

Your inquiry will disclose violations of law. I regard these violations as minor 
although several officers may be proven guilty of malfeasance. 

Rather than searching for evidence to be placed before a grand jury, I think 
the subcommittee should deal primarily with this test: Is This in the Public 
Interest? 

Under this test the Eisenhower administration is repeatedly deficient. It 
it deficient because, in my view, it is seeking to achieve the opposite of what 
the law contemplates. The preference clause has been reversed. The adminis- 
tration has suppressed facts and statistics. It has given the cold shoulder to 
consumer owned electric systems. It is guilty of inconsistency by favoring 
private utilities and discriminating against consumer systems. 

In the Pacific Northwest it is my view that the Administration seeks to de- 
preciate the role and position ofthe Bonneville Power Administration, to permit 
its costs to be artificially increased. It discourages coordination of BPA, REA 
and the Bureau of Reclamation toward achieving the best overall result for 
the electric consumers, but rather insures a studied lack of coordination in 
order to increase the opportunities of private utilities to acquire dump power, as 
at the captive dams: Anderson Ranch, Canyon Ferry and Fort Peck. The 
enclosed sheet outlines some areas of promising inquiry 

Sincerely, 
Gus Norwoop. 


I think that answers the question as to how the committee came to 


be contacted. 

Mr. Jonas. It starts out “Dear Art”. Is that the first letter in your 
chain of correspondence with Mr. Perlman, or any member of this 
committee or staff? 

Mr. Norwoop. Mr. Chairman, being without my correspondence 
file, I couldn’t even recall this particular letter. 

Mr. Cuvporr. But this is the original letter. 

Mr. Norwoop. This is the original letter. 

Mr. Jonas. You knew Mr. Perlman ? 

Mr. Norwoop. I had never met him personally. 

Mr. Jonas. You started the letter off “Dear Art.” That is a rather 
friendly salutation. Explain it. 

Mr. Norwoop. Yes, sir: let me explain that, because that could be 
very easily misunderstood by a person coming from the eastern part 
of the country. I talk to some three or four thousand people here in 
the region in terms of their first names. We just talk to each other 
in terms of first names. Sometimes we don’t remember last names. 

Mr. Cuuporr. I think you talked to me this morning and called me 
Earl. 

Mr. Norwoop. I caught myself too late. 

Mr. Cuuporr. Mr. Norwood, I have no objection. You can call me 
Earl at any time. 

Mr. Norwoop. I have come from another part of the country to 
settle in this region. I have noticed it is characteristic in this region 
for people to salute each other by the first name much more rapidly 
than would normally occur in some other parts of the region. 
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Mr. Jonas. You carry that one step further. You don’t confine 
yourself to his first name, but an abbreviation of it. You don’t say 
“Dear Arthur”; you say “Dear Art,” as if you had known him. | 
don’t object to your knowing him. 

Mr. Norwoop. I had never met him before personally. 

Mr. Jonas. It just didn’t seem to me that that was the original item 
in a series of correspondence, that you would start it off that way. 

Mr. Norwoop. I just can’t be sure without my correspondence file. 

Mr. Jonas. Will you tell me why you didn’t address that letter to 
the chairman of the subeommittee—why you addressed it to the staff 
director ? 

Mr. Norwoop. Well, I would say that we try not to bother the Con- 
gressmen, Senators, in making arrangements like this. 

I indic ated to him there what I thought could be done in this region 
and what should be done. I didn’t prepare and write a formal request 
to the committee. That was not a formal request to the committee. 

Mr. Jonas. All right, sir; have you had any discussions prior to 
your testimony this morning with any members of this committee or 
the staff ? 

Mr. Norwoop. Yes, sir. Mr. Perlman and I met first about Au- 
gust 3, I believe. We asked that the staff take a look at the Pacific 
Northwest. 

One of the things that I had in mind was that before the committee 
itself came out here it might be desirable for the committee to send 
its staff out and get some of these facts put together so that we wouldn’t 
have these long-winded presentations of data which the committee 
could probably have helped by staff work. I am a staff man myself, 
and I understand how staffs work. 

Mr. Jonas. So you got in touch with Mr. Perlman and he came out ? 

Mr. Norwoop. Yes; that’s right. I met Mr. Perlman—— 

Mr. Jonas. Any other staff members / 

Mr. Norwoop. At Vancouver, Wash., with Mr. Lanigan and Mr. 
Austin. 

Mr. Jonas. You mean all three staff members ? 

Mr. Norwoop. All three of them. 

Mr. Jonas. That was in August ? 

Mr. Norwoop. That’s right, that was in early August. 

Mr. Jonas. How long were they with you? 

Mr. Norwoop. About a day and a half I would say. 

Mr. Jonas. Did they help: you prepare this material / 

Mr. Norwoop. Oh, no, sir. 

Mr. Jonas. Did they go over it with you ¢ 

Mr. Norwoop. No, sir. 

Mr. Jonas. Did you discuss it with them ? 

Mr. Norwoop. I wrote this statement on Labor Day. 

Mr. Jonas. Did you discuss the facts set forth in this statement 
with the members of our staff ? 

Did you go into the problem as you have outlined it here today in 
the complaint ? 

Mr. Norwoop. No. This particular organization of material I did 
last week. 

Mr. Jonas. I know, but what did you and Mr. Perlman and Mr. 
Austin and Mr. Lanigan do in Vancouver for a day and a half? 
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Mr. Norwoop. We were in both Vancouver and Portland, and I had 
about eight people come in to Portland and present complaints to 
Mr. Perlman and Mr. Austin, Mr. Lanigan, and to show your staifl 
people that there is a necessity for an investigation here. 

Mr. Jonas. Who were those eight people, I mean not their names, 
but what organizations did they represent ¢ 

Mr. Norwoop. Mr. Ben Little is of Corvallis, Oreg. He is a co- 
operative manager. He will testify before your committee at San 
Francisco. He is planning to be there. 

Mr. Alderman is planning to be at San Francisco. 

Most of these people that came in there at that meeting will be at 
your San Francisco hearing. 1 can answer in more detail, if you 
wish. 

Mr. Cuuporr. Mr. Jonas, I just want to clarify my mind. You are 
not trying to get into the record the fact that the staff visited Mr. 
Norwood and his association and made an investigation prior to this 
hearing is something illegal and wrong and sinful and therefore they 
should be condemned for it, are you / 

Mr. Jonas. I think it will speak for itself. I think the questions are 
pertinent. I wanted to find out how he got interested in this hearing 
and what he is doing all the way down here at Idaho Falls. 

Mr. Cuvuporr. I am not objecting to your questions. I think they 
are perfectly pertinent, I think they are material, and I think they 
are competent, but I did not want to convey to the press and to the 
people in the audience that these people are surreptitiously snuck into 
Vancouver, Wash., and got together and plotted to do something that 
they shouldn't have done under the law. 

Mr. Jonas. I would like to say this. I am a member of the sub- 
committee and have been all year, and I did not know the stat? members 
had been in Washington, or in the Northwest. 

Mr. Cuuporr. The files of the committee are open. You can walk 
in at any time and have anything we have in the files. 

Mr. Jonas. I just want to know whether they worked with Mr. 
Norwood in drumming up the witnesses or locating them, and assisted 
in the preparation of their testimony. 

Mr. Cuuporr. You well know that under the rules of the committee 
the chairman has the right, that is, the chairman of the full committee, 
Mr. Dawson, has the right to send investigators anywhere he pleases, 
without consulting the minority or even me. 

Mr. Jonas. It does look like I would have been notified about it. 
The minority certainly ought to know what is going on in the com- 
mittee, and I did not know they were out here making such a prelimi- 
nary investigation. 

Mr. Cuvuporr. Maybe you might have been negligent, I say maybe: 
I am not accusing you of not coming in and looking over our files. 
You knew we were having these hearings. You probably sat in on 
more of them than any other member of the subcommittee, other than 
myself, and you could have walked into our office and said, “What are 
you doing on this?” You would have had the filing cabinet, to study 
it; and you could have had the minority members study it. 

Mr. Norwoop. Mr. Chairman, may I make a categorical statement 
which I think will summarize my reply to your inquiry. 

__The committee did not stimulate us; we stimulated the committee. 
hat is the basic point I would like to make. 
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We have tried in every possible way to sell to your staff people, and 
we are now trying to sell to you, that this investigation should not stop 
here. This should be the beginning of an investigation that should 
really get to the bottom of some of the facts. 

Mr. Jonas. Now Iam coming to that. Does the Bonneville Admin- 
istration have an office in your city? 

Mr. Norwoop. The headquarters of Bonneville Power Administra- 
tion are in Portland. 

Mr. Jonas. And you don’t live in Portland ? 

Mr. Norwoop. I live right across the river at Vancouver. 

Mr. Jonas. But you were in Portland with the staff members ? 

Mr. Norwoop. Yes, sir. 

Mr. Jonas. Do you know if, during their stay, they made any effort 
to verify these statements or these ¢ harges by interviewing the people 
at Bonneville ¢ 

Mr. Norwoop. I am almost certain that they couldn’t possibly have 
done that, because they were with us all that time, and I believe they 
took off first thing next morning. 

Mr. Cuvuporr. I would like to say to you, in answer to that ques- 
tion, Mr. Jonas, that the Bonneville Power Administration has or- 
dered, and it is not the only agency of the Department in Oregon, has 
been ordered not to talk to our staff, not to show them anything, and 
not to let them dare look inside the building; and further, it has been 
necessary for Mr. Moss’ subcommittee to go in and try to get some of 
that information. 

The Secretary of the Interior has told all of his bureau heads, “Do 
not dare to talk to this committee, do not dare to talk to the staff of 
this committee, don’t show them anything, don’t let them see any- 
thing. They have no right to it. It is personal to our Department.” 

And they have told me the same thing. Mr. Lewis, who has just 
resigned as head of the Territories, or w whatever his title is, told me 
over the telephone not to ask him for anything because he had instruc- 
tions not to give me anything. Even if we tried to go over there, we 
couldn’t have gotten it. 

Mr. Jonas. I don’t know whether you could have gotten it or not. 
You didn’t even t 

Mr. Cuvporr. Maybe Mr. Hoffman could get some of this stuff for 
us. We will be glad to have his cooperation. 

Mr. Horrman. Is that why you won’t let us know anything? 

Mr. Cuuporr. You can look at anything any time you want. The 
files are open to you. 

Mr. Horrman. We can’t even discover what you have. 

Mr. Cuvuporr. You have never asked us. 

Mr. Horrman. I am twice as old as you are, but I have a better 
memory. 

Mr. Cuuporr. Thank you for the compliment, Mr. Hoffman. 

Mr. Horrman. You are lucky. Live and learn. 

Mr. Jonas. I haven’t asked for any information. I have just been 
expecting to be advised about what the committee had in mind. I 
was advised we were coming here, but not what. we were coming for. 

Mr. Cuvporr. You and I alw: ays got along, Mr. Jonas. I “don’t 
think we ever differed on anything exc cept maybe i in opinion, and any- 
thing that you ever asked for that we have in our committee files you 
are fr ee to have, and you are free to make a copy of. 
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Mr. Jonas. You have given me perfect freedom to ask questions, 
and you have been very patient with me and I know I have presumed 
on that patience considerably in taking too much time frequently, and 
— no complaint about the opportunity to ask questions. 

I do have complaint about not being informed as to what the com- 
mittee had in mind about the nature of some of these complaints so 
that I could have familiarized myself with them. 

Now, Mr. Norwood, as I understand it, you were educated at 
Annapolis. 

Mr. Norwoop. Yes, sir. 

Mr. Jonas. And then you took a postgraduate course when you 
got out of the Navy at Harvard in administration ¢ 

Mr. Norwoop. Public administration. 

Mr. Jonas. What experience have you had in operating a utility 
system or in the field of utility engineering ? 

Mr. Norwoop. Only as much as is involved in being chief engineer 
of a battle cruiser. We had 9,000 kilowatts of generating capacity on 
the last ship I served on, all the maintenance chores. 

I am not required to do detailed engineering work. I am familiar 
with the terminology. All of our systems generally have their own 
engineers or consulting engineers. 

Mr. Jonas. You have apparently analyzed this contract that you 
cite. 

Mr. Norwoop. That is more of an economic analysis actually of 
taking the load growth, a load curve of the Bonneville system, and 
show how it is inverted to the load curve of the Idaho Power Co. SVs- 
tem, and show how the dump power which is being sold here is the 
peak of the Idaho Power Co. system. 

Mr. Jonas. Has your association been satisfied with the way the 
power program has operated in the Northwest up until the change 
of administration ? 

Mr. Norwoop. I think that should be answered basically as yes. 
Nevertheless, throughout the years we have always worked with 
Bonneville in the making of continuing improvements. Our power 
contracts, for example, are the result of a long process of evolution. 

Mr. Jonas. You are aware, are you, that out of 176 contracts for the 
sale of power, entered into during the period 1945 to 1952, only 14 
of them carried the preference or withdrawal clause. Did you approve 
those contracts, those long-term contracts, or were you aware——- 

Mr. Norwoop. Sir, I am at a loss as to your reference. Will you 
repeat the question? I do not know whose contract it is you are 
referring to. 

Mr. Jonas. I am talking about the long-term contracts, the 20-year 
contracts and 30-year contracts that were made with private concerns, 
not preference customers. 

Mr. Norwoop. In the Pacific Northwest? 

Mr. Jonas. In the Pacific Northwest by the last administration. 

Mr. Norwoop. No, a great many of our people were very much dis- 
turbed by the 20-year contracts. Bonneville cannot contract for more 
than 20 years. 

It was largely on the ground that what is called the computed de- 
mand formula—I am sure you wouldn’t want to go into it at this time. 
It was a very technical kind of objection which enables the companies 
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to get the power for perhaps 2 mills less than we think they ought 
to pay. 

Mr. Jonas. Do you think it was serving the interests of the prefer- 
ence customers to give a long-term contr act to Kaiser Aluminum Co. 
for over a million kilowatt-hours of electricity ? 

Mr. Norwoop. That particular issue, Mr. Jonas, is one on which I 
would like to testify at San Francisco, and I wonder if it would be 

satisfactory with you if I could reserve the answer to that question 
at that time? 

I am going into it in considerable detail and basically the answer 
is no, that contract is not in the public interest. 

Mr. Jonas. And that was made by the Interior Department before 
Mr. McKay took it over, wasn’t it? 

Mr. Horrman. Before the Eisenhower administration, you mean ? 

Mr. Jonas. Yes, as made by the last administration. 

Mr. Norwoop. There are a whole series of contracts. 

Mr. Jonas. Are you going to discuss all of those contracts in San 
Francisco ? 

Mr. Norwoop. I will discuss that one in particular. 

Mr. Jonas. I will suspend this line of questioning by asking you to 
merely comment in general. Do I understand you generally to say 
that you disapprove of a number of those contracts and you do not think 
that they were in the public interest ? 

Mr. Norwoop. I disapprove of the industrial contracts from which 
the pullback clause was removed between December 1 of last year, 
and January 15 of this year, where the effect of the removal of that 
pullback clause in effect was to sell power which the preference cus- 
tomers had a right to after 1965, to these companies after 1965. 

Mr. Jonas. I am talking about the original negotiation of the con- 
tracts in 1945, between 1945 and 1952. 

Mr. Norwoop. We do not disapprove of those contracts. 

Mr. Jonas. You don’t disapprove of any of them? 

Mr. Norwoop. We do not disapprove of those early contracts. 

Mr. Jonas. You don’t disapprove of the Kaiser contract ? 

Mr. Norwoop. Not of the original Kaiser contracts. Our question 
with respect to those contracts comes to the fore as of December 1 of 
last year, and I will present those complaints in detail to you at San 
Francisco. 

Mr. Jonas. Is it true that the Kaiser contract called for the sale 
of a million kilowatt-hours of electricity ? 

Mr. Norwoop. No, that is too large a figure. The Kaiser contract 
at the Spokane rolling mills is 189,000 kilowatts firm and 162,000 kilo- 
watts of interruptible. 

Then there are two additional smaller Kaiser contracts of about 
50,000 kilowatts at the rolling mill in Spokane, and about 50,000 at 
Tacoma at the reduction plant there. 

Mr. Jonas. You are speaking of kilowatts, I am talking about kilo- 
watt-hours of energy. You don’t know what the total would be? 
The figures I have are that it is over a million. 

Mr. Norwoop. Here is the way you could relate those. It is much 
over a million. The purchase could be figured out this way, that you 
take your kilowatts and, since this is almost 100 percent load factor 
load, just multiply it by 8,760 hours a year and you would convert the 
kilowatts into kilowatt-hours. 
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Mr. Jonas. I won’t pursue this, since you are going to San Francisco. 
I believe I have no further questions. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. In the first paragraph of your letter to “Dear Art,” 

I find—Mr. Chairman, that laughing worries me. 

Mr. Cuvuporr. What, the people laughing ? 

Mr. Horrman. Yes; it worries me terribly. 

Mr. Cuvvorr. I don’t want Mr. Hoffman to be worried. Will you 
please don’t laugh while he is asking questions. 

Mr. Horrman. It just gets me all off. 

You have this statement— 
this committee should determine now whether there exists a conspiracy within 
the Federal Government to subvert the Federal power programs in flagrant 
violation of law. 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. Will you give me very briefly your understanding of 
what the Federal power program was prior to the Eisenhower 
administration ¢ 

Mr. Norwoop. I think probably the best summary would be in the 
section 5 of the Flood Control Act, it says that the power shall be 
marketed by the Secretary of the Interior for the purpose of encourag- 
ing the widespread use of electric energy at the lowest possible cost 
consistent with sound business principles and, fourthly, with prefer- 
ence to public bodies and cooperatives. 

I think those are the four basic principles. 

Mr. Horrman. And would you say that there is a different inter- 
pretation of sound business principles by the present administration 
and that of the two last preceding administrations ? 

Mr. Norwoop. I don’t know how I would answer that one, Mr. Hoff- 
man. I just don’t know whether that is much of an issue, at least we 
haven't been too concerned on that particular point, so I have no ideas 
on it right at the moment. 

Mr. Horrman. Is it your thought that the Government should or 
should not engage in business enterprises which are in competition 
with other enterprises conducted either by individuals or by organi- 
zations which pay taxes? 

Mr. Norwoop. I would put it this way. I pretty much subscribe as 
political philosophy to the statement of Abraham Lincoln that it is the 
legitimate object of government to do for the people what the people 
cannot do themselves, or cannot so well do in their individual 
capacities. 

In this case here the question of taxes which you raise is very rele- 
vant. You can rest assured that this area here in the Minidoka area 
will pay less Federal income tax as a result of this power shortage. 

Mr. Horrman. Will what? 

Mr. Norwoop. This area here in the Minidoka County area will 
pay less Federal income tax because of the power shortage. The 
place where the tax rests is not so much on the electric business. The 
electric business is the catalyst of the economy, and it is the lack of 
taxes which the Federal Government gets from the whole ec onomy as 
a result of this power shortage. 
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Mr. Horrman. What you are saying amounts to that if they get 
addition power, the cities will grow up, industries will grow, and the 
ultimate tax take will be greater, isn’t it ? 

Mr. Norwoop. That’s correct, sir. It is good business for the Fed 
eral Government. 

Mr. Horrman. Yes, but going back and speaking broadly and gen- 
erally, do you think that the Federal Government should engage in 
any business which can be conducted by private enterprise where the 
result is to put a taxpayer out of business ? 

Mr. Norwoop. I see nothing wrong. It is a democratic country, 
and if the people want the Government to go into certain business, and 
it would have the effect of driving somebody out of business, people 
have the right to do that. 

Mr. Horrman. For example, in Denver the other day one of the 
witnesses testified that he thought it was the obligation of the Govern- 
ment to furnish power to every farmer. Do you agree with that? 

Mr. Norwoop. I think that is pretty well indicated in the Rural 
Electrification Act. 

Mr. Horrman. My question is do you agree generally with that? 

Mr. Norwoop. Yes; I agree with that. 

Mr. Horrman. And the witness also said—— 

Mr. Norwoop. May I finish my testimony? I feel that Congress 
basically says that in the Rural Electrification Act. 

Mr. Horrman. And the witness also said that he thought it was the 
obligation of the Government to furnish a water supply to all who 
might need it. Do youagree with that? 

Mr. Norwoop. That is a public function and it is a public function 
which is going to be more and more desperately needed across this 
country. 

Mr. Horrman. And would you say the same thing applied to 
transportation ? 

Mr. Norwoop. Transportation is a public function. 

Mr. Horrman. And should be furnished by the Government ? 

Mr. Norwoop. Government is responsible for getting it furnished. 
If Government elects to have it done privately, and it can be done 
privately and adequately, that is a choice which Government has. 
Otherwise, Government will have to do it itself. 

Mr. Horrman. And all of those three things should be furnished by 
the Government, regardless of whether they return revenue to the 
Government? Put it this way, the furnishing is to be based upon 
need rather than upon return ? 

Mr. Norwoop. That is a matter for Congress to decide. 

Mr. Horrman. I was just asking for your opinion in order to get a 
slant at your thought. 

Mr. Norwoop. I am in favor of the subsidy by Congress to the 
second-class newspapers. It is a subsidy in the direction of educa- 
tion, and magazines. I-don’t complain about those. 

Mr. Horrman. I didn’t ask you anything about that, did I? 

Mr. Norwoop. Well, you asked the question as to whether these 
enterprises should, I gathered, by on a self-liquidating basis more or 
less. 

Mr. Horrman. What I asked, broadly speaking, was whether you 
thought it was the duty of Government to furnish certain things 
which might be called necessities, light, power, water, transportation, 
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regardless of whether it was a paying venture or whether it wasn't. 
That is about it. 

Mr. Norwoop. And my answer is that the duty of the Government 
is whatever the people want it to do. 

If the people want their Government to provide the service, for 
example, the people in New York City want the Government to pro- 
vide transit system below cost, and the transit system is subsidized by 
means of taxes, that is their choice. 

Mr. Horrman. Then, if there were enough of those pressure groups 
asking for those benefits throughout the country, ultimately we would 
all be having our activities governed, our business transacted by the 
Government, wouldn’t we? 

Mr. Norwoop. And therefore, personally 

Mr. Horrman. Wait a minute. Wouldn’t we? 

Mr. Norwoop. There would be a serious risk. You see some of it 
in Europe. Therefore, personally I would be in favor of each of 
these business enterprises being on a strictly self-liquidating basis, as 
we see in this power system here in the Pacific Northwest. 

Mr. Horrman. And if they followed through there, where would 
the Government get the tax dollars? 

Mr. Norwoop. In the case of the Pacific Northwest, the Govern- 
ment 

Mr. Horrman. I am speaking now about all of those general propo- 
sitions. If we yield to each pressure group, where—and | am not 
criticizing it by the use of the word “pressure”"—where would the Go 
ernment get the tax dollars / 

Mr. Norwoop. I wish to reply to your question in terms of an example 
which I am familiar with. 

In the case of the Pacific Northwest, the $114 billion, the Federal 
investment in this region, is not only being repaid to the Federal 
Government but it is ‘generating millions and millions of dollars of 
additional Federal income taxes. 

Mr. Horrman. I am familiar with that argument. The first wit- 
ness put that in, and cited figures. 

Mr. Norwoop. I didn’t mean toargue. Those are the facts. 

Mr. Cuuporr. You are not having a debate with the witness, are 
you, Mr. Hoffman? You are only asking him questions and you are 
getting answers from him? 

Mr. Horrman. I don’t know what the cause of your remark is. 

Mr. Cuuporr. I thought your comment was that he was giving you 
an argument. If anybody is giving the argument, I think you are 
the fellow that is giving the ar vument. 

Mr. Horrman. Thank you. I didn’t ask you what you thought 
about it, and don’t care. That is the trouble with that situation. 

Mr. Cuuporr. I guess neither of us cares what either of us does. 

Mr. Horrman. Yes; I am greatly interested in your actions, profit- 
ing, learning how to run this committee, if I live and when we ger 
in the next election. I will give you a real example then, m: aybe, Oo 
strong-arm tactics based upon my experience here and elsewher 

Mr. Cuuporr. I was on this committee last session when you were 
chairman of the full committee, end if you can be any stronger than 
you were last time, I certainly want to congratulate you. 

Mr. Horrman. I expect to profit. 











816 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Now, in this letter you say “determine whether there are flagrant 
violations of law.” That is the end of the first paragraph. You 
wanted to submit that question to the committee, didn’t you? Par- 
don me; you wanted the committee to determine that issue? 

Mr. Norwoop. 1 believe that is within the function of the commit- 
tee. That is my understanding. 

Mr. Horrman. Well, mine, too, although Mr. Dawson and some 
who were previously members didn’t think so. 

Mr. Cuuporr. That is what we are trying to do, find out whether 
the Flood Control Act is being violated. 

Mr. Horrman. Yes; and whether we need new legislation. 

Mr. Cuuporr. That’s right. 

Mr. Horrman. Then you say: “Your inquiry will disclose viola- 
tions of law.” 

Mr. Norwoop. Yes; it will. 

Mr. Horrman. That is your opinion, Mr. Moss. That is opinion. 

Mr. Moss. Thank you, Mr. Hoffman. I appreciate the explanation. 

Mr. Horrman. And this statement you have submitted here con- 
tains evidence, you think, of that? 

Mr. Norwoop. Yes, sir. This is a case study, this is only one case 
study which I have submitted, because it takes so long to get these 
together. 

Mr. Horrman. And you thought it was better to give it to a con- 
gressional committee than to submit it to a grand jury; is that right? 

Mr. Norwoop. That’s right. 

The burden upon the people to handle a case before a grand jury is 
just too difficult. There is nobody with enough money and ability to 
take on Government officials. 

I think it is a tragic thing that we even must complain about any 
act passed by any Federal official. We would so much rather speak 
commendatory about every one of the Federal officials with which we 
deal. It is a tragic thing that the people must complain about their 
Government. 

Mr. Horrman. Now, you said a moment ago that it was the obliga- 
tion of the Federal Government to furnish certain things, like trans- 
portation. Would you also say it was the obligation of the Federal 
Government, where the public health, safety, and welfare was en- 
dangered, to see — transportation was carried on? 

Mr. Norwoop. I don’t believe I said it was the obligation of the 
Federal Government. I believe when we were discussing that, I said 
it was the obligation of Government to insure that these services are 
provided. That is what I meant to say. 

Mr. Horrman. Then you would be against a strike which ties up, 
for example, as it is at the present time, the port of New York, 
wouldn’t you ? 

Mr. Norwoon. If the strike is harmful to the public interest ; yes. I 
think every possible means should be taken to try to prevent—— 

Mr. Horrman. Do you like that? 

Mr. Cuuporr. No comment. 

Mr. Norwoop. (continuing) Harm to the public. 

Mr. Horrman. You wouldn’t be in favor of a strike in New York 
now, extending to Baltimore and Philadelphia, where my distinguished 
and beloved colleague lives, and ties up that port of Philadelphia ? 
You wouldn’t think that was the right thing, would you? 
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Mr. Norwoop. I would think the approach is we should try to pro- 
vide grievance and arbitration machinery, which would help to reduce 
the risk of strikes. 

Mr. Horrman. The minority staff director Miss Boyer, advises me 
to quit that line of examination, so I will refrain. 

Mr. Cuuporr. I want to say that you have wonderful counsel. 

Mr. Horrman. Iam glad you recognize it. 

This is the point, isn’t it? But first, these organizations which you 
represent do not pay any Federal income tax , do the +v, any of them? 

Mr. Norwoop. That is correct, sir. The ‘y are public bodies and 
cooperatives. 

Mr. Horrman. As they engage in business, does the Federal Govern- 
ment lose any revenue from income taxes ? 

Mr. Norwoop. No, sir; the Federal Government receives more—— 

Mr. Horrman. Oh, wait a minute. 

Mr. Norwoop. The Federal Government receives more income taxes 
as a result of the activities of our operations. 

Mr. Horrman. Yes; for example, from the people who come into 
the community, from the industries which may be built up there, but 
the organization itself doesn’t pay 1 cent of Federal income tax, 
does it / 

Mr. Norwoop. That’s correct, but the Federal Government receives 
more income tax as a result of its operation. 

Mr. Horrman. I know the argument. The undertaker receives more 
business and he pays more income tax when I die but I am not in 
favor of that. I think that’s all. 

I notice I have been only 4 minutes, Mr. Chudoff. 

Mr. Cuvuporr. You usually ask for 7 minutes. 

Mr. Horrman. That was where you wouldn't swear adverse wit- 
nesses. 

Mr. Cuvporr. Oh, we tacks care of your witnesses. 

Mr. Horrman. But it took a long argument to get them on. 

Mr. Cuuporr. Not the way you liked it. 

Mr. Horrman. Are you going to hear from any of the power com- 
panies here ¢ 

Mr. Cuuporr. No. 

Mr. Horrman. No, I wouldn’t, either. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. I will just comment, Mr. Hoffman, your watch moves 
very slowly. 

Mr. Horrman. Oh, yes, I know. I didn’t count the interruptions 
that you fellows put in; that was all. 

Mr. Moss. I would like to apologize to the gentleman if I had in- 
terrupted. 

Mr. HorrmMan. Do whatever you want. Go ahead, the clock is run- 
ning. 

Mr. Moss. I didn’t interrupt the gentleman. 

Mr. Norwood, we seem to lads examined into everything but your 
testimony, and I would like to deal with that, some of it. 

You made the statement that the Secretary could have arranged 
wheeling, I believe, to a system in Harney County, Oreg., Burns, and 
~~ 0 fis Minidoka project at the time of his negotiations with Idaho 

ower ? 
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Mr. Norwoop. That is standard practice in relationships between 
Bonneville and the private utilities, that as arrangements are made, a 
group of them are made at the same time. 

When the Bonneville Power Administration signed a contract giving 
the Montana Power Co. 50,000 kilowatts from “Hungry Horse “Dam, 
there were simultaneously made 3 contracts with the Montana Power 
Co. to wheel to 3 cooperatives in western Montana. 

Mr. Moss. Now, in wheeling to the Minidoka area, it would have 
required using this 230,000-kilovolt line; 1 think that is what you 
said it was 

Mr. Norwoop. Yes, sir. 

Mr. Moss (continuing). Which was constructed under a license is- 
sued by the Federal Power Commission, reserving the excess capacity 
to the Federal Government for wheeling Federal power? 

Mr. Norwoop. Yes, sir. 

Mr. Moss. Instead of that, the Secretary waived his right to require 
wheeling; is that correct? 

Mr. Norwoop. I believe it applies to this particular case. This is 
just my best information and belief. 

I believe it applies in this case as it does to the cases, as a class, 
which your investigation disclosed some months ago. 

Mr. Moss. Then, in addition to waiving this right, they also rewrote 
the regulations, didn’ t they, that governed the issuance of easements 
over federally owned lands? 

Mr. Norwoop. I don’t know. I am waiting for your hearings to be 
published, as a matter of fact, to learn a little bit more about this 
problem. 

Mr. Moss. It is a fact and was developed at hearings where par- 
ticularly the Department was permitted to present its case, that they 
did waive this requirement, and I think indication was it wasn’t going 
to harm anyone. 

But it would appear here at least that it has taken away a very valu- 
able tool, or a very valuable weapon, from the Feder ‘al Government 
in arriving at a method of getting the federally produced power to the 
areas where preference customers can consume it. 

Mr. Norwoop. That’s right. 

It took away one of the considerations. A contract is illegal if 
there is no consideration. It took away one of the basic considerations 
of the original agreements, and therefore may raise a question as to 
the continuing leg: lity of the original permit. 

Mr. Moss. Now, this Idaho Power contract, what is it for, 20 years, 
that was entered into with the Bonneville Power Administration ? 

Mr. Norwoop. Yes, sir; as exchange agreement. 

Mr. Moss. Would you say that that contract embodied the mandate 
of the Congress that these policies be on the basis of sound business 
principles ? 

Mr. Norwoop. No, sir; it is a poor business contract. 

Mr. Moss. Will it produce less revenue for the Federal Government 
on these projects? 

Mr. Norwoop. It will produce considerably less revenue, and it may 
very well drive a number of these projects into the equivalent of 
bankruptcy. 

Mr. Moss. It could impair the feasibility of the project? 
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Mr. Norwoop. Let me tell you one of the things we have experienced 
in the last 2 years. We cannot find out about “what is happening at 
Anderson Ranch any longer. 

Mr. Moss. We are in the same happy situation. We can’t find 
out very much, either. 

Mr. fforrman. And we are in the same h: appy situation, may I say, 
on the minority side. 

Mr. Cuuporr. Everybody is unanimously in an unhappy situation. 
I hope before the day is over we will be a little happy. 

Mr. Horrman. I can tell you where to get the finest beefsteak I 
ever tasted. It is produced right here in this irrigated district. 

Mr. Moss. With the utmost courtesy to the gentleman, I would like 
to say I have the floor and would like to pursue my questioning. 

Mr. Horrman. Go ahead; bless your dear heart, don’t let me disturb 
you. But you know I am operating under that first clause of the 
Constitution, which guarantees free speech. 

Mr. Moss. I may say that you avail yourself of it to a considerable 
degree. 

Mr. Horrman. I have to, if we are to get any part in this issue 
at all. 

Mr. Moss. Now, on this matter of Anderson Ranch Dam, are you 
familiar with that project? 

Mr. Norwoop. The regular Bureau transactions which are pub- 
lished every 6 months were available to us until about the middle 
of 1952, or I think, December 1952. Since that time the publication 
has been discontinued in the interests of economy. 

We do not think it was discontinued in the interests of economy. 
We think it was for the purpose of hiding the operation which is 
going on there, because we have to know w what that operation is in 
order to be able to come before your committee and say that the 
operation is wrong. 

Now, we are in the unfortunate position of having to guess that 
it is wrong because the facts are being kept from us. We have cor- 
respondence in which the Secretary of the Interior promised to us 
that these facts would be published in his annual report. Then we 
looked in the annual report, and it is not in there. 

Mr. Moss. You are not able, then, to tell the committee the effect 
of this captive operation at Anderson Dam, whether or not the reve- 
nue there is going to be sufficient under the policy of dumping a large 
block of the power, or at least selling it at dump rates, is going to 
impair the feasibility of this project? 

Mr. Norwoop. I suggest that the committee look into the question 
and determine whether Anderson Ranch is not operating in the red, 
and is behind the payout schedule as a result of this dump- power sale. 

Mr. Moss. Mr. Chairman, I would like to request that the staff be 
instructed to seek that information from the Department of the 
Interior. 

Mr. Norwoop. The same thing should be done at the Canyon Ferry 
Dam where, as far as we can see, all the power is being sold as dump 
power. 

Mr. Moss. Where is that located ? 

Mr. Norwoop. Right next to Helena, 17 miles east of Helena, Mont. 

It was completed 2 2 years ago, and we just cannot find out anything 
except we know that all the power is going to the Montana Power Co. 
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Mr. Moss. At what rate? 

Mr. Norwoop. We presume at dump-power rates. 

Mr. Moss. Are here any public agencies in: that area that could 
use the power if it were transmitted to them? 

Mr. Norwoop. Yes, sir. 

Mr. Moss. What is the nature of the agencies? 

Mr. Norwoop. There are 25 cooperatives in Montana, 2 of whom are 
in this room and have traveled some 700 miles to get to this hearing, 
and apparently will not be heard. 

They want to complain about the way the Canyon Ferry project is 
being administered. 

Mr. Moss. I would suggest, then, that we seek that information. 

Mr. Norwoop. I am sure these witnesses would be very happy to 
hear you make that statement. 

Mr. Moss. You know, during the course of these hearings there 
seems to be effort to imply that we in the western, or the reclamation 
States, are seeking subsidies on our power. 

Isn’t it a fact that our power is generated incidental to the construc- 
tion of projects primarily for irrigation, flood control, and other pur- 
poses, and that only because of power in most instances is it possible 
to carry on the broader purposes for which the projects were 
constructed ¢ 

Mr. Norwoop. That is a very true statement. The Federal Govern- 
ment in the Pacific Northwest has not yet built a 100- percent power 
project. We do have one in Alaska; the Eklutna project is 100-per- 
cent power. 

Mr. Moss. I believe there we actually operate the railroad, too. in 
Alaska ? 

Mr. Norwoop. That’s right. 

Mr. Moss. And we have a little different situation. 

Mr. Norwoop. Yes, sir. 

Mr. Moss. I think we own most of the real estate. 

Mr. Horrman. Are we going to Alaska? 

Mr. Moss. It might be worthwhile. 

Mr. Horrman. Good fishing up there. 

Mr. Moss. Excellent fishing, Mr. Hoffman. 

Mr. Norwoop. All of these projects have been constructed as mul- 
tiple-purpose projects. 

Mr. Moss. Before they are constructed there is a report to the Con- 
gress showing that they produce a benefit of in excess of $1 for each 
invested dollar, or they are not built; isn’t that correct ? 

Mr. Norwoop. Yes, sir. 

Usually they are not built unless they are at least $1.25 for each 
dollar of cost. 

Mr. Moss. And if there is any subsidy in it, it is for navigation or 
flood control and represents identically the same subsidy that the east- 
ern part of the country gets, in the hundreds of millions of dollars 
annually? 

Mr. Norwoop. No, sir; it does not. In our region, if you develop 
the entire C olumbia River system, the nonreimbursable expenditure 
for flood control and navigation would be less than 10 percent of the 
total cost, and power would have to carry about 90 percent of the 
costs. 
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For example, at McNary Dam, it is a navigation lock, 92 percent of 
the investment will be returned from power revenue. 

Mr. Moss. I think that the greater portion of the investment will be 
returned in the case of the Central Valley’s project from power 
revenues. 

Mr. Moss. And in the case of the recently authorized Trinity 
River project, from power revenues. 

Mr. Norwoop. There are, however, flood-control projects in the 
Arkansas Valley, where 90-percent of it is flood control, and maybe 
10 percent power, just the reverse of our picture. 

Mr. Moss. I wasn’t meaning to imply that we got the same degree 
of subsidy for these purposes, but if there is a subsidy to the West 
in these projects, it is in that type of benefit rather than in the power. 

Mr. Norwoop. Oh, that’s correct, sir; yes, sir. 

Mr. Moss. And it is because of the production of the power, this 
federally developed power, that preference was granted to public 
agencies, so that the development of an area could be enhanced ? 

Mr. Norwoop. That’s correct, sir; and thereby also producing 
more Federal income taxes than if it was otherwise sold. 

Mr. Moss. I believe that in my State we would have been com- 
pletely crippled in doing a rather major role, or performing a major 
role in World War II, had it not been for the power available from 
Shasta Dam. As I recall, that has been true in connection with a 
number of Federal projects, that large amount of power available 
made it possible to carry on a muchly increased war effort. 

Mr. Norwoop. Yes. 

Mr. Moss. And strengthened the ability of this Nation to defend 
itself. 

Mr. Norwoop. In the first 3 years of the war, the Pacific Northwest 
was the only place where the Federal Government could build alumi- 
num plants, because the power was available to fire the furnaces. 

Mr. Moss. I was interested in your statement on the sale of pro- 
visional energy in connection with the Bonneville contract with 
Idaho Power; particularly, I believe you indicate that they will re- 
lease at the request of Idaho Power additional amounts of water 
stored at Hungry Horse, and that Idaho Power will replace that 
power to Bonneville during the period of October 1 through April? 

Mr. Norwoop. If requested. 

Mr. Moss. If requested? 

Mr. Norwoop. Otherwise it js merely sold to the Idaho Power Co. 
at 214 mills. 

Mr. Moss. What is the character of production in connection with 
that dam during that October 1 to April period? Is it a time when 
they could produce a large amount of energy without depletion of 
their reservoir, or is it a time when they have to conserve water? 

Mr. Norwoop. It is a time in which we usually have the water 
resting over to get ready for the winter peaks, the winter loads. 

Mr. Moss. It is a time when they are trying to get water out of 
their reservoirs, then, to take care of the flood-control function ? 

Mr. Norwoop. That’s right. 

The flow of the Columbia River is such that 73 percent of it occurs 
in 6 months. 

Mr. Moss. And what 6 months? 
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Mr. Norwoop. That is summer months; and 23 percent occurs over 
the winter months. And the curve gradually goes down, so as we 
go into October we are beginning to draft reservoirs, to supplement 
the flow of the Columbia River and keep the power system going. 

Meanwhile, the loads are climbing and reach their peak in Decem- 
ber and January. At that time we are drafting everything. 

Mr. Moss. From the reservoir ? 

Mr. Norwoop. From the reservoirs. 

So this provisional sale of this power does not harm the region. 
My only complaint is that the Interior Department, in making avail- 
able this valuable peaking power, is underpricing it. It should be 
priced at peaking power. 

Mr. Moss. It would be made available at the time when Idaho’s 
demands, perhaps, for irrigation, pumping load, would be very high ? 

Mr. Norwoop. During August and September. 

Mr. Moss. And they “would be getting a top price for that power? 

Mr. Norwoop. Yes. 

Mr. Moss. And buying it, apparently, at the minimum rate ? 

Mr. Norwoop. That’s right. 

They are buying it as dump power, but they are selling it—— 

Mr. Moss. As peak power ? 

Mr. Norwoop. With a demand charge on it, and the farmer has to 
pay according to the highest demand which he created at that time. 

Mr. Moss. It produces, then, a very considerable asset for Idaho. 
Does it produce, alike, one for the Government or for Bonneville? 

Mr. Norwoop. The Government only gets 214 mills out of it. 

Mr. Moss. Now, in the sale of this power to Idaho, is there a definite 
block of power set aside for the Idaho Power Co. ? 

Mr. Norwoop. No, sir. 

The company does not buy any firm power. However, I am sug- 
gesting here that the peaking power which they are getting is more 
valuable than a block of firm power. 

Mr. Moss. And if paid for at peaking rates, it would produce more 
revenue for the project ? 

Mr. Norwoop. Considerably more. 

Mr. Moss. Is there a power shortage in the overall picture here, 
in the Minidoka area ? 

Mr. Norwoop. Yes, sir. 

Mr. Moss. Could you tell us how you arrive at that ? 

Mr. Norwoop. At least one witness, who may not be reached, has 
received a request for a 3,000-kilowatt load. He went to the Bureau. 
The Bureau told him he couldn’t serve it. That is one case study. 
I am sure there are others. 

Mr. Moss. And if this loop from Bliss Dam, or this power line 
had been used to transmit Federal energy, you feel that the load 
could have been increased in the Minidoka system from federally 
generated power ? 

Mr. Norwoop. I would say that the loads in this region would 
probably quadruple because of the stimulus which would be pro- 
vided when you brought this power in here at about 3 mills. 

Mr. Moss. And the failure of the Secretary to arrange wheeling 
for that line and his abandonment of the right of the Department to 
wheel under the Federal Power Commission license would not appear 
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to do everything that the law implies he should do in getting the 
power to the prefe rence customers £ 

Mr. Norwoop. That would be a considerable understatement of the 
facts. 

Mr. Moss. I think for the moment, Mr. Chairman, that is all the 
questions I have. 

Mr. Horrman. I have a question I would like to ask. 

Mr. Cuvuporr. I was going to ask Mr. Jonas first. 

Mr. Jonas. I yield. 

Mr. Cuuporr. All right, Mr. Hoffman. 

Mr. Horrman. Insofar as you are interested as an officer of the asso- 
ciations which you have represented, you are in ac een with the policies 
of the two former administrations, and opposed to that of the present 
administration in the handling of the power situation ¢ 

Mr. Norwoop. No, sir. 

We have had very fine and cordial relations with the present admin- 
istration, as well as the previous administration, in a great many 
areas, but this is one area in which the relations are not cordial. 

Mr. Horrman. Because of a difference in policy between the former 
.dministrations and the present ? 

Mr. Norwoop. Well, maybe we just don’t think politically. We 
think in terms of the particular item which we are looking at. 

Mr. Horrman. I am not talking politically. I am talking about the 
way in which the two previous administrations handled the situation 
and the way the present administration handled it. 

Mr. Norwoop. I think I would confine my testimony to the specific 
case which I have before me. In that case we think this Idaho Power 
Co. contract is not in the public interest. 

Mr. Horrman. You charge the present administration—and when 
I say “administration” I mean those who are administering this pro- 
gram—you charge them with violation of the law. 

Mr. Norwoop. With respect to this one contract only. 

Mr. 5 bts: iN. Is this the only one you know of ? 

Mr. Norwoop. No; we will testify at San Francisco about another 
case study. 

Mr. Horrman. What is that? 

Mr. Norwoop. It was brought out in my colloquy with Mr. Jonas, 
with respect to some industrial contracts. 

Mr. Jonas. Would you yield? 

Mr. Horrman. Yes. 

Mr. JON AS. I wish. before you leave town, Mr. Nor wood. th: at you 
would give me an outline of the study you are going to talk about at 

San Francisco, so I can get in touc +h with the Interior De partment 
and find out what they have to say about it. 

Mr. Horrman. You have a prepared statement. May we have a 
copy of it 

Mr. Norwoop. I may be able to get one to you before the hearing, 
but I don’t know how much, because I am taking a plane out of here 
today, as well. 

Mr. Jonas. It is not prepared yet? 

Mr. Norwoop. It is being sent to the hotel in San Francisco. 

Mr. Cuuporr. Would you do this, Mr. Norwood: when you get 
your prepared statement ready and have it mimeographed, or, how- 
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ever, you are going to give it to us, if you can supply it to me and 
[ will see that each member of this committee gets a copy before the 
hearing, so they can be familiar with it before you appear. 

Mr. Norwoop. I am sure by Monday morning I can do that. 

Mr. Cuvuporr. We will be at the St. Francis Hotel. Can you get it 
to us on Sunday, maybe? 

Mr. Norwoop. I may be able to. 

Mr. Jonas. We will be in the midst of the hearing on Monday. 
Can you give me the name of the contract now ? 

Mr. Norwoop. This will have to do with the deletion of the pullback 
clause of various Bonneville industrial contracts, starting with the 
Kaiser contract, by means of supplemental contracts dated from De- 
cember 1, 1954, to January 15, 1955. 

Our complaint is that this supplemental contract, in effect, takes 
power away from preference customers and gives it to nonpreference 
customers. That will be the gist of my testimony. 

Mr. Horrman. We didn’t get your address. 

Mr. Cuvuporr. We have it. It is in the record. 

Mr. Horrman. Did I understand you right, you had 4 years’ educa- 
tion at F seca tg 

Mr. Norwoop. Yes, sir. 

Mr. Horraan. And then you served 9 years in the Navy? 

Mr. Norwoop. Seven and a half years. 

Mr. Horrman. And what rank? 

Mr. Norwoop. I am now commander in the Reserves. 

Mr. Horrman. Do you receive compensation from the Government 
as a Reserve officer? 

Mr. Norwoop. No; I am still a commander in the Reserves, but I 
am inactive, of course. 

Mr. Horrman. And no compensation from the Federal Govern- 
ment ? 

Mr. Norwoop. No. 

Mr. Horrman. After you had finished at Annapolis and served in 
the Navy that period, then you went into private industry ? 

Mr. Cuuporr. He went to Harvard. 

Mr. Horrman. He had Harvard in between there. 

Mr. Norwoop. I left the Navy at the end of *46. 

Mr. Horrman. Pardon me. You went to Harvard. How long 
were you at Harvard ? 

Mr. Norwoop. Eight months. 

Mr. Horrman. And then you went for this co-op organization, and 
these others ? 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. This Annapolis business is a sort of—well, I don’t 
know how to designate that. 

Mr. Cuvporr. Mr. Jonas? 

Mr. HorrmMan. Government educational institution, isn’t it? 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. That is where you got your education, at the Gov- 
ernment’s expense. 

Thank you. 

Mr. Moss. The same type the President attended. 
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Mr. Horrman. Inasmuch as you brought that up, that rivalry be- 
tween the Army and the Navy still persists, and is that one of the 
reasons why you are testifying against the administration here ? 

Mr. Norwoop. I think the rivalry, particularly on the football field, 
is rather silly. 

Mr. Horrman. I say, in answer to Mr. Moss, I wasn’t an original 

yisenhower man, but a Taft man. 

Mr. Moss. I have heard that gentleman make that statement before. 

Mr. HorrmMan. | am very proud of it. 

Mr. Cuuporr. Mr. Jonas, we will get back to the business of the 
committee. 

Mr. Horrman. I like to go with my leader, when I can. 

Mr. Cuvuporr. That is not very often, is it, Mr. Hoffman ‘ 

Mr. Moss. I think my record would indicate I have gone along with 
him more than you have, Mr. Hoffman. 

Mr. Horraan. You have? 

Mr. Moss. I think so. 

Mr. Cuuvorr. I think my record would show that, too. 

Mr. Horrman. I never slip it into him from his back. 

Mr. Moss. I don’t, either. I like to do it out in the open. 

Mr. Jonas. Mr. Norwood, do I understand that your principal con- 
cern is for the supply of power to preference customers that are not 
adjacent, so to speak, to the dam or the bus bar, and it involves a 
quesiton of transmission / 

Mr. Norwoop. Yes, sir. 

The Bonneville Act prov ides for this powel to be made available 
the entire region on a regionwide basis, at a postage-stamp rate. 

The people here in southern Idaho have the same rights to Colum- 
bia River power at 2 to 3 mills that the people in southern Oregon 
have. 

Mr. Jonas. And your concern is that they may not get that right 
unless the Government builds the transmission lines. 

Mr. Norwoop. Or obtains a satisfactory wheeling arrangment from 
private utilities. We have 107 of these satisfactory wheeling arrange- 
ments today in other cases. 

Mr. Jonas. You don’t contend that the Government ought to dupli- 

cate —— lines where they exist ? 

Mr. Norwoop. There has been no duplication of transmission lines 
in thisregion. There may be two lines paralleling each other, but that 
is because they are both needed. 

Mr. Jonas. Because. they y are both needed ? 

Mr. Norwoop. That’s right. 

Mr. Jonas. You don’t advocate, then, the competition, you don’t 
advocate the building of transmission lines that will compete with 
existing lines? 

Mr. Norwoo asic ally, no. We like to see this svstem 
if one perfect chief engineer would build it, as if you had o 
grated system, and not do any wasting of facilities. 

However, if it is meno? to maintain the business and bargaining 
positions of the Federal Government, you may have to do it. You 
may have to build a line, because you have no right to take the line 
away from a private utility. 
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Mr. Jonas. Let mesee if I understand. You say if it becomes neces- 
sary or advisable from the standpoint of creating a bargaining posi- 
tion, that the Government ought to built the lines? 

Mr. Norwoop. No, I didn’t say that. I said that if the Federal 
Government, in order to market its power and get the revenue from 
the project that it should get—I am complaining that perhaps in the 
ease of Canyon Ferry and Anderson Ranch, possibly both projects 
are behind on payout schedule, and will give us a black eye if they 
do not get back on the payout schedule. Maybe it is going to require 
a transmission line into those projects to get them ‘om into the black. 

Mr. Jonas. You don’t contend, do you, that the consumers who buy 
their power from private utilities are not entitled to consideration 
also, do you? 

Mr. Norwoop. No, sir. 

The Bonneville system is providing the bulk of power supplied to 
the private utilities in our region. 

Mr. Jonas. And, as a matter of fact, section 5 of the Flood Control 
Act, to which you referred and from which you quoted but did not 
quote the last sentence in it, contemplates the sale of power to private 
companies; is that not true? 

Mr. Norwoop. Yes, surely. 

Private utilities, I believe, in the Missouri Basin, for example, are 
buying more power from the Federal Government than the coopera- 
tives and public agencies are. 

Mr. Jonas. All right, sir. 

Mr. Moss. Could I ask one more question ? 

On this matter of duplication of lines, you don’t feel they should 
be duplicated so long as the Government can transport its power 
at reasonable cost figures ? 

Mr. Norwoop. Yes, sir. 

Mr. Moss. Wheeling is essentially transportation, is it not? 

Mr. Norwoop. That’s right, sir. 

Mr. Moss. It is worth so much, and if you are dealing with a man 
who won't sell it to you at a price that 1s reasonable, then you feel 
you are entitled to build your own transportation ? 

Mr. Norwoop. You have to act just like any other businessman 
would act in that situation. 

Mr. Moss. And to fail to do that 

Mr. Norwoop. Would be poor business. 

Mr. Moss (continuing). Would be very poor business. 

Thank you. 

Mr. Cuuporr. Thank you very much, Mr. Norwood. 

The next witness is P. EK. Shane. Would you take the witness 
chair, Mr. Shane. 

Mr. Shane, if you have any of your staff here that you wish to 
bring up with you, feel free to bring them along. Will the gentlemen 
who are along with Mr. Shane come up and take chairs. 

Mr. Shane, it appears from the clock that you will be the last witness 
called today. We would like you to work out your testimony so that 
you can end promptly at 1 o'clock. 

To the other gentlemen in the room who were scheduled to be heard, 
[ regret very much that we will not be able to hear you. However, 
should you have in your possession a prepared statement, if you will 
bring it to the desk here, you can offer it for the record. If you do 
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not have a prepared statement and want to submit one, we will keep 
the record open for at least 2 to 3 weeks for you to send your statement 
in to Washington. 
I am sorry, we would like to be able to hear you all, but as I said. 
in the beginning of the hearings, we have to quit promptly at 1 oclock. 
(The prepared statements referred to above, are as follows:) 


STATEMENT OF Harotp C, EnAUGH REPRESENTING MONTANA STATE RURAL ELECTRIC 
CoOPERATIVE ASSOCIATION 


Gentlemen, my name is Harold C. Ebaugh. I am general manager of Hill 
County Electric Cooperative at Havre, Mont. I am also a director on the Mon- 
tana State Rural Electric Cooperative. I am here today at the request of our 
State president, George Lackman, to represent the State association. We come 
here today with no axes to grind—just comments and facts to arouse your 
interest so that you will have a better understanding of our problems. 

Montana is a great State; it is a growing State, but still lacks the large popu- 
lation grouping that the East enjoys. Distances are great, so consequently the 
population is scattered, making cost high, particularly in powerline construc- 
tion to serve rural Montana. ‘There are 27 rural electric systems in Montana. 
Most all our problems are similar, but perhaps the most common is wholesale 
power rates as our first major cost. 

Prior to 1950, the wholesale power to the cooperatives from the private utility, 
Montana Power, was 9.5 mills. There was only one Federal project available 
for preference customers to purchase power from. This was Fort Peck. The 
utility was contacted by the cooperatives in 1947 for a reduction in wholesale 
power rates and refused. In fact, the cooperatives were told that in all prob- 
ability the rate of 9.5 mills would be raised. This created the need for the 
cooperatives to work together to get Federal power. 

By banding together, we were able to get the Havre-Shelby transmission line, 
which brought low-cost power to three cooperatives, but this was not done until 
after the Montana Power Co. lowered their rate to meet the Bureau competition. 
They could, and did, lower their rate. Now, since we are enjoying a lower 
wholesale power cost, the company enjoys even a greater benefit from Federal 
power dams such as Canyon Ferry and Fort Peck by taking advantage of buying 
all firm power from Canyon Ferry at dump rates and up to 8,000 kilowatts at 
dump rate from Fort Peck. At the present time plans are being made and con- 
struction is progressing to take an additional point of delivery at Havre, at dump 
rate. 

The Bureau of Reclamation tells us they do not have large enough transmission 
facilities east of Fort Peck to utilize all the power, so they are forced to sell at 
dump rate. Maybe this committee can see fit to recommend more transmission 
line, such as from Fort Peck to Bismarck, N. Dak., from Glendive to the new 
site at Yellowtail Dam, from Canyon Ferry to Great Falls, to integrate with Fort 
Peck. 

The private utilities have a place in the electrical business, but it appears to 
us that they are getting the largest percentage of low-cost Federal power. They 
are getting additional capacity from their old downstream plants, because of 
better water regulation, and are paying little or nothing for it. Look up Hungry 
Horse Dam as an example. Montana Power Kerr Dam has only 68,000 kilowatts 
without Hungry Horse, and 145,000 kilowatts with Hungry Horse; almost 244 
times the value with no outlay for new plant. 

We have no figures on how much Canyon Ferry increased the capacity of the 
Montana Power dams, such as Holter, Black Eagle, Rainbow, and Morony, but 
we do know that it must be considered as very valuable, for they plan on build- 
ing an additional dam near Great Falls of about 60,000 kilowatts. 

The utilities are grabbing all possible loads at this time. Take, for instance, 
the Billings area, where the local cooperative has built to serve an area that the 
utility did not want. Now, because this area has built up and is closer in to the 
city, they say that it is their intention to take this area and the cooperative can 
go elsewhere. In eastern Montana, Montana-Dakota Utilities has jumped in and 
served oil-well areas and Government installations without care of injury to the 
cooperatives, who also had facilities in the area. In western Montana the same 
thing is happening as in Billings. Much privateering is being done. 

Gentlemen, these are but a few of our problems. We urge you to give them 
your consideration, and we further urge that you investigate all contracts between 
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the Bureau and the utilities and that you ask Congress to appropriate funds for 
the completion of Yellowtail Dam, with all transmission lines required to inte- 
grate all Federal dams so that there will not be this great financial loss to the 
Government. More people will receive benefits from the people’s public works 
and natural resources development, and the security and defenses of our great 
Nation will be strengthened. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D.C., July 18, 1955. 
Mr. Haroitp C. EBAUGH, 
Manager, Hill County Electric Cooperative, Havre, Mont. 


DreaR Haro.p: Mr. Ellis has asked me to pass along to you information on the 
power being dumped from the Canyon Ferry project to the Montana Power Co. 
at 2.5 mills per kilowatt-hour. 

I am enclosing copies of letters recently sent to Senators Holland, Young, 
Mundt, and Hayden with respect to this situation. 

Sincerely, 
CHARLES A. ROBINSON, Jr., 
Staff Engineer. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., April 21, 1955. 
Hon. Spessarp L. HOLianp, 
United States Senate, Washington, D.C. 


DEAR SENATOR HOLLAND: You may recall that during hearings on April 20, 
1955, before the Subcommittee on Agriculture of the Senate Appropriations Com- 
mittee, with respect to the power-marketing practices in the Missouri River Basin 
area, you asked me to submit further evidence of the fact that the Government 
is losing revenue because it is under the necessity of marketing power from the 
Canyon Ferry project in Montana to the Montana Power Co. largely at dump 
rates. You also asked me to submit further data indicating that the company is 
actually purchasing firm power at dump rates. 

I have prepared for the record the attached analysis which I feel answers each 
of your questions. The Bureau of Reclamation, where adequate transmission 
facilities are available, pursues a policy of marketing power not from individual 
projects as such, but from an integrated transmission system supplied by the 
various hydroelectric generating stations connected to it. The Bureau has found 
that it is possible to market power from its system on a basis which provides firm 
power on a 50-percent load factor basis from all of the plants taken as a whole. 
This would mean that there would be 218,500,000 kilowatt-hours of firm energy 
available from the Canyon Ferry project each year with a potential market value 
of 5.5 mills per kilowatt-hour. You can thus understand that there is appre- 
ciable firm energy available from the Canyon Ferry project. 

Referring to the first part of the attached study, I call your attention to the 
fact that 92 percent of the entire project output since the initial generation in 1954 
has been sold to the Montana Power Co. at 2.5 mills per kilowatt-hour, which 
represents a dump rate for electric energy in that part of the country. I feel 
that the logical conclusion to be drawn from the fact that there is a large block 
of firm energy available from the project and that nearly the entire output of the 
project is being sold to the company at a dump rate indicates that the company 
is getting an appreciable portion of firm power at a dunp rate. 

Moreover, it is my understanding that such load curves as are available which 
show the generation of the Canyon Ferry project indicate that the project is 
being operated at full capacity during the hours of the day when the Montana 
Power Co. can most beneficially use this power on its system. I do not have such 
curves in my possession at the present time, but I have asked the Bureau of 
Reclamation to supply me with them. 

With respect to your question as to whether or not the United States could 
advantageously construct a 230-kilovolt transmission line from Fort Peck to 
Garrison for the purpose of providing a strong interconnection between the east- 
ern and western areas of the eastern division of the Missouri River Basin system, 
I call your attention to the final two figures of the attached study which indi- 
cates that the present marketing practices with respect to Canyon Ferry power, 
when contrasted with the marketing policy generally pursued with respect to 
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these projects when adequate transmission is available, indicates that the Gov- 
ernment is losing revenue in the amount of $626,800 per year, which would amount 
to $31,300,000 over a 50-year period, exclusive of any interest accruing. 

I feel that an appreciable portion of the energy being sold from the Canyon 
Ferry and Fort Peck projects at a dump rate of 2.5 mills per kilowatt-hour if 
transmitted over such a line to the eastern area of the eastern division of the 
Missouri River Basin system, would bring 5.5 mills per kilowatt-hour, the firm 
rate for that area. 

I appreciate the opportunity of furnishing you with this information 

Sincerely, 
CHARLES A. RopInson, Jr 


Disposition of power from Canyon Ferry project, Montana 


Period 


Potal 1954__..-- .| Montana Power Co 
Interdepartmental 

January 1955 7 Montana Power Co 
| Interdepartmental 

February 1955.__-_..| Montana Power Co 
Interdepartmental 
March 1955. _ .- | Montana Power Co-- 
Interdepartmental 

Total . : 

Sold to Montana Power Co., 92 percent 


ANTICIPATED POWER MARKETING PATTERN, CANYON FERRY PROJECT, MONTANA 


The Bureau of Reclamation anticipated marketing Canyon Ferry power from 
the integrated transmission grid of the Missouri River Basin, eastern 
division system. Under this proposal, the following production of firm, 


secondary, and dump power might be expected, based on marketing 50 
percent load factor energy from the project as firm power at 5.5 mills/kwh. 
The figure of 50 percent represents the average load factor for firm power 
from the system. 
. Total installed capacity, 50,000 kilowatts. 
Sstimated annual generation, 284,000,000 kw-hr. 
System firm power allocated to Canyon Ferry: 


50,000 * 8750—218,500,000 kw-br. 


2 


. Annual revenue from firm power sales would be 218,500,000 kw-hr. X 10.0055 
kw-hr.=$1,200,000. 
5. Irrigation would utilize 12 percent of annual project energy : 


0.12 X 284,000,000 kw-hr.=—34,100,000 


Annual revenue from irrigation power sales would be 34,100,000 kw-hr. x 
$0.0025—$85,300. 
. Assuming remaining 31,400,000 kw-hr. of annual energy were equally divided 
between secondary and dump sales at 3 and 2.5 mills/kw-hr., respectively : 
(a) 15,700,000 kw-hr. at $0.0030 mills=$47, 100 
(b) 15,700,000 kw-hr. at $0.0025 mills= 39, 200 
EOE RR Sta. nein, OO, 800 
. Total annual revenue which would accrue if Canyon Ferry power were mar- 
keted through Federal transmission as unit of eastern division MRB system 
(total of 4, 6, and 7 above), $1,371,600. 


71597—56——__54 
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9. Total annual revenue accruing to project under existing necessity of market- 
ing 92 percent of project energy at dump rate of 2.5 mills to Montana 
Power Co. with the remaining 8 percent being used for interdepartmental 
purposes at 4 mills. 

(a) 284,000,000 kw-hr. x 0.92 « $0.0025—$654, 0006 
(b) 284,000,000 kw-hr. < 0.08 « $0.004 = 90, 800 


(c) Total annual revenue accruing 
to project under present dis- 
position of output 744, 800 
10. Estimated annual loss of revenue at project ($1,371,600—744,800) , $626,800. 
11. Estimated loss of revenue over 50-year period $626,800 < 50, $31,300,000. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington 6, D. C., June 24, 1955. 
(Same letter sent to Senators Mundt and Hayden.) 
Hon. Mitton R. YOUNG, 
Member, Panel on Interior Department Power Marketing Agencies, 
Appropriations Committee, 
Washington, D. C. 

DeAR SENATOR YounG: You may recall that during our testimony before the 
Panel on Interior Department Power Marketing Agencies of the Senate Appro- 
priations Committee, we urged that the $934,000 earmarked for construction 
of a 115-kilovolt transmission line from Fort Randall to Neligh, Nebr., be 
stricken from the public works appropriations bill and that in lieu thereof, funds 
be added for construction of a 230-kilovolt transmission line from Fort Randall 
to Grand Island, Nebr. 

We would like to reiterate our support of the Fort Randall to Grand Island 
line, and to emphasize that in our opinion the line will be feasible under any 
reasonable disposition that is made of power from the Oahe project when it 
comes in in about 1960 or 1961, and would not of itself reduce the allocation 
that might be made of Oahe power to other States. 

The Nebraska Public Power System has already contracted to accept 100,000 
kilowatts of firm Missouri Basin power by November 1, 1956, together with 
unspecified amounts of secondary and dump energy as available. Forty thousand 
kilowatts of this firm commitment is now being delivered over the Fort Randall 
to O'Neill, Neb., line. A second 30,000-kilowatt block of this firm power is 
scheduled for delivery in November of this year over the Gavins Point to Belden 
line now under construction. The remaining 30,000 kilowatts of this initial 
block of firm power committed to Nebraska must be delivered over a third line. 

The 75-mile 115-kilovolt line now planned by the Bureau of Reclamation be- 
tween Fort Randall and Neligh would have a maximum capacity of about 30,000 
kilowatts, according to standard Bureau of Reclamation transmission cost charts. 
This means that when Oahe power becomes available, the Fort Randall to 
Neligh line would be insufficient and additional transmission would then have 
to be built in Nebraska to deliver Oahe power. Moreover, the planned 115- 
kilovolt line to Neligh would be almost immediately fully loaded with firm 
power and would not presumably be available for delivery of any large block 
of secondary and dump energy that is to be available from the Missouri River 
system in Nebraska. 

When the 425,000-kilowatt Oahe project comes on the line in 1960, or 1961, 
it seems only reasonable to anticipate that the Nebraska Public Power System, 
as the largest preference customer in the area, will get at least an additional 
100,000 kilowatts of firm power. This together with the 30,000 kilowatts of 
undelivered firm power now committed to Nebraska, would almost fully load 
the 230-kilovolt Fort Randall to Grand Island line, exclusive of any considera- 
tions of secondary and dump energy that might flow over the facility for irrigation 
pumping purposes for which there appears to be abundant ground water in 
Nebraska. 

Therefore, we feel that the Fort Randall to Grand Island line will ultimately 
be required to deliver into Nebraska that State’s allocation of firm Missouri 
River power. By contrast, the 115-kilovolt line from Fort Randall to Neligh 
now programed by the Bureau would deliver only the Bureau’s immediate exist- 
ing commitment of firm power to that State, and the Congress would be asked 
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to appropriate additional funds to build yet another transmission facility to 
deliver Nebraska’s commitment of Oahe power when it becomes available. We, 
therefore, feel, in view of all these circumstances, that the Fort Randall-Grand 
Island line is justified. 

We certainly appreciate your courteous consideration and attention over the 
years to our recommendations with respect to the marketing of Federal power, 
and we hope that you will give very careful consideration to the appropriation 
of funds for the Fort Randall to Grand Island line as a substitute for the Fort 
Randall to Neligh line. 

Sincerely, 
CHARLES J. FAIN, 
Assistant General Manager. 


STATEMENT OF JIM TURNLAND, MANAGER, VALLEY CouNTy ELEectTrIc Co-Op, 
GLascow, Monr. 


Gentlemen of the committee, Iam Jim Turnland, manager of the Valley County 
Co-op, Glasgow, Mont., adjacent to the Fort Peck Dam. 

In February of 1955, the Valley County Electric Co-op of Glasgow and the 
Montana Power Co. submitted bids to the Air Force for service at the Glasgow 
Airbase. 

When Montana Power Co., started to pick up right-of-way for a transmission 
line to the airbase, we contacted the Corps of Engineers, Walla Walla, Wash., 
and received the following letter in reply. 

CorPS OF ENGINEERS, 
Walla Walla, Wash., May 3, 1955. 
VALLEY COUNTY ELECTRIC Co-op., INC., 
Glasgow, Mont. 
(Attention: Mr. J. Turnland, Manager.) 

GENTLEMEN: With reference to negotiations conducted by this office in January 
and February of this year for a contract to supply electrical services at the site of 
the Glasgow Air Force Base, your assistance was most helpful and appreciated. 

As a result of these negotiations a contract was signed with the Montana 
Power Co. which provided for service at a rate of 5.7 mills per kilowatt-hour with 
a minimum of $20,000 per annum which is waived until January 1, 1959. 

I appreciate your participation in submitting us your proposal for the service 
desired, and the cooperative effort displayed during the negotiation period indi- 
eates that our mutual interests will be greatly benefited in the construction pro- 
gram to be conducted at the Glasgow Air Force Base. 

Sincerely yours, 
A. H. MILLer, 
Colonel, Corps of Engineers, 
District Engineer. 

Montana Power Co.’s price was approximately one-half of the Valley County 
Electric Co-op’s. We pay the Bureau 5.5 mills per kilowatt-hour for firm power. 
Montana Power Co. pays 2.5 mills for dump power. This power is delivered to 
both the Montana Power Co. and the Valley County Electric Co-op at the Whately 
substation. There are 17 miles of transmission line between Whately and Fort 
Peck. 

This line was constructed in 1934 and is in very poor condition. About 5 
years ago bids were out for a new line but were rejected because of the high cost. 
Now, since the Montana Power Co. will furnish power for the airbase, this new 
line of twice the capacity of the old one will be rushed through in early 1956 
This line reaches halfway from the powerhouse at Fort Peck to the Glasgow 
Air Base. 

The Bureau should be able to deliver firm power to the base for 5.5 mills if 
they can show a profit on dump power delivered to Whately for 2.5 mills. 

Valley County Electric Co-op receives power from the Bureau at Whately with 
an 820-kilowatt demand, which has been our highest load. The peak load of 
more than 8,000 kilowatts has been reached on the Whately transmission line. 
The difference of approximately 7,000 kilowatts is being sold t 


to Montana Power 
Co. as dump power. Two thousand kilowatts more can be added to this for 
the airbase in 1957. 

I would like to quote a paragraph to you from a letter in our files. This letter 
is dated June 9, 1955, from Acting Commissioner E. G. Nielsen of the Bureau of 
Reclamation to the Honorable Mike Mansfield of the United States Senate. 
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“On July 1, 1943, this Bureau entered into a contract with the Montana Power 
Co. for the sale of the energy not required by the United States for its other 
customers at a rate of 2.5 mills per kilowatt-hour which is comparable with 
the rate approved by the Federal Power Commission for the sale of dump energy 
from the Fort Peck project. This contract was entered into as a wartime 
emergency measure and during the war years the Montana Power Co. purchased 
practically the entire output of the project. However, subsequent to the war, 
as other contracts have been made, much of this power has been sold to various 
eontractors. At the present time only very small amounts of Fort Peck dump 
energy are being soid to the Montana Power Co.” 

During the lasi fiscal year, ending June 30, 1955, the Bureau sold Montana 
Power Co, 43,547.708 kilowatt-hours of dump power or 9.3 percent of the total 
power generated at Fort Peck. Montana-Dakota Utilities Co. purchased 116,- 
701,994 kilowatt-hours of dump power or 25 percent of the total output of Fort 
Peck. These 2 totaled together equal approximately 35 percent of the total 
power generated at Fort Peck. 

I don’t believe we can agree with the acting commissioner’s above statement 
that the amounts of dump power are small. To the electric co-op they look 
large and by adding the airbase lond the amount will continue to grow. Their 
5.7-nill price to the Air Force indicates that they do not intend to sign a firm 
power contract. 

We know that when the Whately line fails, the city of Glasgow, Mont., has 
very low voltage, and that burned-out motors are not uncommon. This would 
indicate that the Montana Power Co. relies very much on Bureau of Reclamation 
transmission facilities. 

When the Bureau had work to do on the Whately substation or transmission 
line, which made it necessary to shut down the power, they always called us and 
asked when they could shut the power off so as to make the least inconvenience 
to us. We like the time of 1 p. m. on any day except Monday. Records will 
show that they always do this work in the early morning hours. Montana 
Power Co. can handle the load east of Harlem or Chinock during light loads. 
The Bureau must pay overtime wages to work crews during these hours, so the 
uninterrupted sale of dump power can continue during peak loads. It appears 
to me that they are placing dump power service ahead of firm power contract 
service. 

In the near future, possibly this fall, the Montana Power Co. will tap the 161- 
kilovolt Rainbow line at Havre to their 69-kilovolt line by means of a substation. 
This will no doubt help Montana Power Co. on the 69-kilovolt east to Whately. 
Here again Bureau dump power and a Bureau line will be used to accomplish a 
purpose for which it is not reimbursed in the proper amount. 

Last spring, the Army engineers at Fort Peck informed the Bureau that it 
would be necessary to shut the Fort Peck powerplant down for a week or 10 days 
to enable the engineers to inspect the tunnel inlets. 

The Bureau sent a written request to the Montana Power Co. to have 50,000 
kilowatts on the 161-kilovolt Rainbow line to take care of the normal Fort Peck 
load. Montana Power Co. replied in writing that they could deliver approxi- 
mately one-half this amount for this purpose. I wonder what happened to the 
transmission facilities the Montana Power Co. had at the time they were sue- 
cessful in having the funds withdrawn for the Canyon Ferry-Great Falls trans- 
mission line? 

In the dump power contract the Montana Power Co. has with the Bureau of 
Reclamation, there is a penalty clause with a maximum penalty of $30,000. In 
1954 the Montana Power Co. was successful in obtaining a supplement to this 
contract retroactive to the first of the year, so no penalty was paid. We under- 
stand that this was the first year that the Montana Power Co. was eligible for 
a penalty. 


STATEMENT OF EpWIN H. PASKETT, PRESIDENT, RAFT RIVER ELECTRIC 
COOPERATIVE, INC, 


Gentlemen, the following statement is submitted as evidence upon the hearing 
held by the subcommittee at Idaho Falls, Idaho, on the 9th day of September 
1955. The statement is given on behalf of the Raft River Rural Electric Coop- 
erative, Inc., which was represented at the hearing, but on behalf of which no 
oral testimony was given because of the insufficiency of the time available. 

The Raft River Rural Electric Cooperative, Inc., is a nonprofit cooperative 
corporation. It was organized under the laws of the State of Idaho in the year 
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1940 by nine persons who desired to take advantage of the opportunity afforded 
under the Rural Electrification Act to bring the benefits of central station electric 
service to a rural area not receiving such service. The principal office of the 
cooperative has always been located at Malta, Cassia County, Idaho, an unincor- 
porated community, located in the Raft River Calley near the junction of Raft 
River and Cassia Creek. Since incorporation, all capital investments of the co- 
operative have been financed by the Rural Electrification Administration. The 
cooperative now serves rural area residents of territory extending from Snake 
River at the point of the confluence of Raft River therewith, south to and beyond 
the Utah-Idaho boundary and within a relatively short distance of the Montello 
area in Nevada. 

The power needs of the cooperative have been supplied by the Bureau of Rec- 
lamation since its organization as one of the users from the integrated power 
distribution system based upon and surrounding the Minidoka powerplant at 
Minidoka Dam on Snake River. The last contract between the cooperative and 
the Bureau of Reclamation was negotiated in the year 1950 and provided for a 
maximum demand of 500 kilowatts of firm power an: 1,800 kilowatts of seasonal 
power for pumping of irrigation water by its members. This contract, by its 
terms, expired on the 30th day of June 1955, but an extension agreement was 
made shortly after such expiration date, providing for the extension of the exist- 
ing contract for a period of 6 months. 

Since the organization of the cooperative, and especially since 1946, its mem- 
bers have been developing their lands at a rapidly increasing rate through the 
use of subterranean water pumped to the surface by electrically operated pumps. 
The years 1954 and 1955 were years of drought in the area served by the cooper- 
ative, and that fact further hastened the development of the ground-water 
resources. The result is that the aggregate demands of the members of the 
cooperative for power have reached a maximum in the year 1955 of about 6,412 
kilowatts. The cooperative has for a number of years endeavored to obtain from 
the Bureau of Reclamation a modification of its contract or a new contract 
covering this constantly increasing demand for power, but has met with no 
success, although the necessary power hus been supplied by the Bureau despite 
the contractual limitations, 

The current development of the ground-water resources of the area served by 
the cooperative is continuing, and such development apparently will continue 
unless it is limited by exhaustion of the resource or a collapse in the market 
prices for agricultural products and livestock. In addition to the potential 
expansion of the demand for power in the area now served, there is a sizable 
existing demand for central station power service in the area of Montello, Nev., 
which could be served by the cooperative with benefit to it from increased utiliza- 
tion of existing facilities as well as benefit to the residents of the area so served. 
Application has been made to the Rural Electrification Administration for a loan 
to make possible the extension of the lines of the cooperative to serve this area, 
and the feasibility and desirability of the extension has been determined favor- 
ably. However, the necessary funds wil) not be made available by the Rural 
Electrification Administration unless and until an assured supply of the addi- 
tional power required has been obtained. 

The complaints of the cooperative against the Bureau of Reclamation may be 
briefly summarized as follows: 

1. The Bureau of Reclamation has advised the cooperative that its policy is to 
require the cooperative to seek to secure the necessary additional supply of 
power from private utility sources: that the Bureau will not accept any responsi- 
bility as a utility in connection with the integrated Minidoka power-distribution 
system, and will not endeavor to secure such additional supplies of power for 
distribution to the cooperative and other distributing agencies comprising such 
system. This position of the Bureau has been taken despite the fact that the 
Bureau has, in the past, by contractual provision and otherwise, encouraged the 
cooperative to promote the use of electric energy by its members to the maximum 
possible degree. 

2. It is the opinion of the officers and directors of the cooperative that the 
Bureau of Reclamation has violated the laws of the United States by selling to 
nonpreference customers, at dump-power rates, electric energy generated aft 
facilities of the United States that could be made available to the Minidoka 
power distribution system and the preference customers who receive energy 
therefrom. This position is based upon the proposition that the United States 
is presently selling energy generated at the Anderson Ranch Dam on the south 
fork of the Boise River to the Idaho Power Co., a nonpreference customer, at 
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rates adequate for dump power, when such power could be wheeled over the lines 
of the Idaho Power Co. for use in the Minidoka distribution system at substan- 
tially increased rates of return to the United States. 

3. That under Secretary of the Interior McKay, the Bureau of Reclamation 
has adopted and followed a policy that disregards the welfare, interests, and 
needs of this cooperative and its members. That the Bureau of Reclamation 
has made no effort to construct or to secure the construction of the so-called 
Southern Idaho Power loop to integrate and interconnect the Minidoka power- 
distribution system with the public power resources of the Northwest, including 
the Bonneville Power Administration and the Federal generating facilities in 
Idaho and Montana, and. in addition, in contracting with the Idaho Power Co. 
has failed to make any effort to supply the needs of the cooperative by requiring 
such company to furnish wheeling facilities in consideration for advantages 
realized by it, and thereby make available to the cooperative a part of the surplus 
energy existing during the period of maximum irrigation pumping demand in 
the area covered by the Bonneville Power Administration. 

4. Under date of July 9, 1955, the cooperative received from the Bureau of 
Reclamation advice that its increased demands for power, with those of the 
other distributors, was resulting in additional cost to the Bureau under the 
terms of the existing wheeling contract between the Bureau of Reclamation and 
the Idaho Power Co.; that such additional costs should be paid by the power 
distributing agencies comprising the Minidoka distribution system, and that the 
16 power distributors should make direct purchase of supplemental power from 
sources other than the Bureau of Reclamation. The cooperative was informed 
that it would be necessary that it pay its proportionate part of the amount ol 
the additional cost incurred by the United States, and that: 

“To collect your apportionment of the additional costs, we propose to estimate, 
from time to time, an appropriate percentage of increase to apply to the monthly 
electric service bills of all of the distributors, beginning with the billing for 
the month of July. When the actual amount of additional cost incurred by the 
United States is determined, after October 31, an appropriate adjustment will 
be made to correct for any discrepancies between the charges made under the 
above estimates and the actual costs incurred by the United States after April 30, 
1955. Our preliminary estimate indicates that power billings for the entire 
period, May 1, 1955, to October 31, 1955. would be increased about 15 percent under 
the above arrangement, although by beginning in July the percentage increase 
will be larger. 

“We wish to emphasize that the proposal in the preceding paragraph is a tem- 
porary measure for the purpose of recovering out-of-pocket costs incurred by the 
United States during the period needed by you and the other distributors to 
negotiate arrangements to purchase supplemental power from another source. 
It is not intended to be a substitute for such purchase arrangements.” 

It appears that this proposed action on the part of the Bureau of Reclama- 
tion is unilateral and arbitrary. In the case of this cooperative such action 
will disrupt and possibly destroy the financial stability of the cooperative, and 
make uncertain its ability to repay to the United States funds heretofore ad- 
vanced with the interest thereon, for the reason that the rates charged by the 
cooperative to its members hay been established at the minimum necessary to 
accomplish such repayment and the maintenance and operation of its distribut- 
ing system. While such rates can be adjusted for future periods, it is impos- 
sible for the cooperative to change the rate after its members have used and 
paid for energy. 

5. It is the opinion of the officers and directors of the cooperative that the 
Bureau of Reclamation has adopted and is pursuing a policy in connection with 
the preference customers of the Minidoka power distributing system that is 
contrary to the policies established by the Congress of the United States, and 
is seeking to compel such preference customers to purchase power from private 
utility sources at rates so high as to preclude the continued existence of such 
distributing agencies. 

6. That, although the Bureau of Reclamation has been aware of the increas- 
ing need for power on the part of the preference customers comprising the 
Minidoka power distribution system, the Bureau has made no effort to construct 
or secure the use of facilities for the delivery of additional supplies of federally 
generated power to the Minidoka distributing system, nor has it attempted to 
negotiate with the Idaho Power Co. for modification of the 1923 contract re- 
stricting the development by the United States of the power generating capacity 
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at American Falls Dam on Snake River, or sought to accomplish the development 
of other potential power-producing sites on Snake River. 

It is the opinion of the officers and directors of this cooperative that the 
problems faced by it and the other preference customers of the Bureau of 
Reclamation in the Minidoka power distribution system could best be solved 
as follows: 

1, By the recognition on the part of the Bureau of Reclamation of its utility 
responsibility to this cooperative, its members, and the other distributing agen- 
cies, to meet the developing demand for electric power, and to secure and supply 
to the distributors the necessary energy to enable them to meet their require- 
ments until additional federally generated energy becomes available. To accom- 
plish this purpose, the Bureau of Reclamation should negotiate amendments in 
its present contractual agreements with the Idaho Power Co., and endeavor 
to secure from it the right to use private wheeling facilities for the wheeling 
of federally generated energy to the Minidoka distribution system. 

2. A second possible solution to the problems of the cooperative and the other 
distributing agencies would be the establishment of a generating and trans- 
mitting cooperative to be financed by funds advanced by the Rural Electrifica- 
tion Administration that could supply the additional power requirements of the 
cooperative and the other power distributing agencies from its generating facili- 
ties. Such a generating and transmitting cooperative could locate its generat- 
ing facilities at a central point possibly near the reactor testing station of the 
Atomic Energy Commission at Arco, Idaho, and could supply peaking power 
to this and other cooperatives within the State of Idaho. 

3. Another solution to the present power shortage in the Minidoka distribut- 
ing area would be the integration thereof into the Bonneville Power Adminis 
tration service area by the construction of transmission facilities by which 
federally generated energy could be made available to preference customers in 
southern Idaho from generating facilities throughout the Northwest, including 
the presently existing and projected generated facilities. 

Dated this 19th day of September 1955. 





STATEMENT OF RILEY GRAY, CLERK, VILLAGE OF ALBION, ALBION, IDAHO 


The village of Albion system was energized in 1916. Our present contract ex- 
pires on December 31, 1956. The contract rate of demand is for 100 kilowatts 
and the maximum usage during the month of December 1954 was 312 kilowatts. 

We have 110 users. During recent months, we have had requests for at least 
two additional users for power for pumping. 
this power at the present time. 

The minute books of the village of Albion show that in 1916 the Bureau of 
Reclamation requested, and the village complied with the same, that the village 
construct $7,000 worth of powerlines so that the village could use dump energy for 
space-heating purposes. 

We feel that the Bureau of Reclamation has a utility responsibility in serving 
our needs as they have so indicated by contract clauses and urging and providing 
the development of agriculture in this area. 

Our recommendations are as follows: 

1. Modernization and replacement of equipment at the Minidoka Dam. 

2. Construction of a Federal powerplant at American Falls Dam in order to 
make use of the available penstocks there. 

3. Better distribution of power in the Pacific Northwest by installation of a 
Federal transmission line connecting all Government-owned dans. 


We are, of course, unable to furnish 





STATEMENT OF GEORGE ZEIMETZ, PRESIDENT, RIVERSIDE ELectric Co., Rurert, IDAHO 


The Riverside Electric Co. was first incorporated as a nonprofit co-op, January 
29, 1918 with approximately 40 members as stockholders. From 1918 to the 
present day it has grown to approximately 140 stockholders. 

Our contract maximum demand was 35 kilowatts up to July 1, 1945, and our 
maximum load demand is now 284 kilowatts. We anticipate a 5 percent increase 
per year. November through April are the peak months of our maximum load. 

Inasmuch that at the time of our company’s incorporation, the Bureau of 
Reclamation assured us of sufficient power for our operations and have con- 
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sistently reiterated this, we consider them duty-bound to continue delivering this 
power for our additional growth. We feel that since we are one of the preferred 
customers that we should have first consideration for any additional power. 

Our first recommendation for more power is modernization of the Minidoka 
Dam by replacing or adding new equipment. Our second recommendation is that 
we make use of the unused penstocks at the American Falls Dam by the building 
of a Federal powerplant there. Our third and final recommendation is for a 
Federal transmission line connecting all Government-owned dams in the Pacific 
Northwest for better distribution. 

Our old contract which expired on July 1, 1955, was renewed for 6 months only, 
with no increased rate of demand. 

You can clearly see the situation we are in using a peak of 284 kilowatts with 
s 6-month contract of 41 kilowatts. 


STATEMENT OF Unity Ligutr & POWER Co., BURLEY, IDAHO 


The Unity Light & Power Co. was organized in 1917, and at the present time is 
serving 450 customers. It is a nonprofit organization. Our contract with the 
Bureau of Reclamation expires in 1962 and is for a contract demand of 1,200 kilo- 
watts at the present time; our maximum rate of demand, which occurred in the 
month of December 1954, was 1,040 kilowatts. 

We definitely are of the opinion that the Bureau of Reclamation of the Depart- 
ment of the Interior, have a utility responsibility in serving our needs as they have 
so indicated by contract clauses and urging and providing the development of 
agriculture in this area, which primarily have been responsible for our increased 
consumption and use. 

We firmly believe that the Minidoka powerplant belongs to the Minidoka project 
and we request that 100 percent of the power generated by the Minidoka power- 
plant be delivered to the present customers on the Minidoka project. 

We feel that the cost of this power should be regulated according to the cost 
of generating power at the Minidoka powerplant. 

We urge that sufficient power, generated at Palisades and the re-regulating 
plant, be allocated by the Minidoka system to supply its future needs as indicated 
by the Bureau of Reclamation estimates. 

To serve the areas’ needs, we recommend that a Government transmission 
system be constructed to link southern Idaho into the Bonneville system and that 
this area be included in the Bonneville marketing area. 


STATEMENT oF E. J. RusH, PrestpENT, East END Mutua Evectrric Co., Lp. 


Gentlemen; The East End Mutual Electric Co., Ltd. is a nonprofit cooperative 
association organized and existing under and by virtue of the laws of the State 
of Idaho. It serves 200 members living east and north of Rupert in Minidoka 
and Cassia Counties. It provides electrical energy purchased from the Bureau 
of Reclamation under a contract made some 10 years ago by the terms of which 
it purchases from the Bureau of Reclamation 67 kilowatts. During the term of 
said contract a demand for electrical energy has reached peaks of up to 400 kilo- 
watts. Three or four months ago the corporation applied to the Bureau of 
Reclamation for a revised or renewed contract for additional kilowatts to meet 
the demand. The application was denied. This reflects, among other things, 
the problem of the current power shortage on the Minidoka project. Various 
solutions to this shortage have been proposed and this statement defines the 
position of this corporation. 

East End Mutual Electric Co., Ltd., is opposed to tying in the Minidoka project 
with the Bonneville power authority as a means of solving the present problem. 
It prefers that the Bureau of Reclamation continue to furnish power to this 
eustomer. It is believed that the Bureau of Reclamation will maintain a posi- 
tion that electric power is secondary to irrigation; it is not believed that this 
position is acceptable to the Bonneville power authority. The association is 
opposed to the principle of preferred and nonpreferred customers in the North- 
west. It is opposed to a policy of taking Bonneville power from some preferred 
customers in the Northwest and bringing it to southern Idaho for so-called pre- 
ferred customers. Nor does it appear economically sound to take power from 
customers close to the source and wheeling it hundreds of miles to prospective 
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preferred customers. Robbing Peter to pay Paul is no solution to the power 
shortage. 

The association recommends that power be furnished to this area from Pali- 
sades and additional construction of economically feasible power sites, with the 
cost recoverable from the power users over a reasonable period of time. If this 
does not appear to be possible, it is recommended that the Bureau of Reclama- 
tion’s available power be apportioned among its contract customers on the basis 
of past usage and not on the basis of their contracts, and that excess power shall 
be obtained from other sources by the customers at the most favorable rates 
obtainable. 

Several customers of the Bureau of Reclamation have repeatedly attempted 
to have their contract loads revised upwards, but their requests were denied for 
various reasons. Some customers have later contracts than others which par- 
tially reflect the growth of this area. If apportionment of power were based on 
the contracts of the customers, some would necessarily be in a more favorable, 
position than others, and particularly than the East End Mutual Electric Co., 
Ltd. Consideration should also be given to the fact that small electric compa- 
nies pay taxes on their electric lines while the municipalities do not. Discrimina- 
tion will largely be eliminated by distribution of power in excess of contracted 
amounts based upon past usage rather than the amounts contracted. 

This week our contract was renewed over a period of 6 months. It has been 
suggested to us by the Bureau of Reclamation that there is a possibility then of 
executing a supplementary contract providing for excess power in amounts not 
yet determined. We are opposed to the selection of a single customer, or any 
number of customers less than all of them, and offering supplemental contracts in 
addition to short-term renewals of original contracts. We strongly recommend 
that the contracts of all customers be renewed and that each customer have a 
single contract providing for increased contract loads. In this way a fair dis- 
tribution of available power can be made among all customers without dis- 
crimination. 

It is strongly urged that the construction of power plants at the Hells Canyon 
sites be expedited and that no further delays in the exercise for permits for the 
same be permitted. When those plants are in operation the power shortage for 
this area will be eliminated, it not ended. New construction is required, and is 
the only solution to the problem. 


STATEMENT oF A. M. KAASEN, MANAGER, LOST RIVER ELEctRIC COOPERATIVE, INC., 
Mackay, IpAHO 


Mr. Chairman and members of the committee, my name is A. M. Kaasen. 
I am manager of the Lost River Electric Cooperative, an REA-financed electric- 
distribution system, serving the Big Lost River Valley. 

This system was organized in December 1939, and energized in June 1941. 

In 1945 the system was expanded and took in the village of Mackay and the 
upper end of the valley to Willow Creek Summit, which made a system of some 
225 miles of distribution serving at the present time 750 member consumers. 

In 1948 the Salmon River Electric Cooperative was organized and energized 
in August of 1953. This system serves the village of Challis and the Challis 
area which is the Pahsimeroi Valley, Round Valley, Upper Salmon River and 
the Stanley Basin. This constitutes 315 miles of distribution line and serves 
581 member consumers. 

Within this service area is the Ima Mine at Patterson, Idaho, one of the 
largest producers of tungsten in the United States, the Clayton silver mine at 
Clayton, Idaho, and several other small producers of lead, zine and silver. 

With the formation of the Salmon River Electric Cooperative, due to its 
geographic location, it was necessary for the Lost River Electric Cooperative 
to build a step-up substation from 44 kilovolts to 69 kilovolts at Arco, Idaho, 
and to build 30 miles of 69-kilovolt transmission line to wheel power to this 
cooperative. Even so, the Salmon River Electric Cooperative had to build 50 
miles of 69 kilovolts transmission line to their load center. 

These two cooperatives buy their power from the Utah Power & Light Co. 
from their 44-kilovolt transmission line at Arco, Idaho. While our supply of 
power is adequate at this time, it is felt that an adequate supply of low-cost 
power would open up a vast amount of new lands by pump irrigation and also 
enable new mines to operate their low-grade ore holdings. 
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The Lost River Electric Cooperative has a power contract pending at this 
time to serve a proven mine at Mackay, Idaho. The cost of power is holding up 
the closing of this contract. These mines produce copper, lead, zinc, and some 
silver and gold. 

Our present load is 2,500 kilowatts, using about 114 million kilowatt-hours 
per month. It is conservatively estimated that this load could double in a short 
time; an adequate power supply at low cost would bring new homes into the area 
and stimulate a higher standard of living. 

We have a contract with the Bureau of Reclamation for a small block of power 
from Palisades Dam and are assured by the Bureau we will receive this power. 
However, wheeling arrangements are not completed at this time. The cost of 
power is not known. We have also requested a block of seasonal power up to 
4,000 kilowatts but are informed this power is already covered by past commit- 
ments and reservations for loads of the United States. 

On our request for power from the proposed regulating dam, the Bureau has 
informed us they are unable to make commitments from a project not yet 
authorized. We requested this future power so that we would be in good time; 
actually, the Palisades Dam power has all been committed long before comple- 
tion of that dam. In fact the seasonal firm power has been committed without 
our cooperative being permitted to make application, even though we are a 
preference customer. 

Short range solution.—Our recommendation for a short range answer to the 
power shortage in southern Idaho is for the Department of the Interior to arrange 
for wheeling summer surplus from Columbia River dams. Our peak loads occur 
in the summer, while the west coast areas of western Oregon and Washington 
have their peak loads in the winter. Thus our power shortage here in southern 
Idaho occurs while power is surplus on the Columbia River. 

For the next few years our area can obtain some relief if the Bureau of 
Reclamation will: 

1. Redevelop the Minidoka Dam to increase the generating capacity. 
2. Construct a powerhouse at American Falls. 

3. Construct a regulating dam below Palisades Power Dam. 

4. Construct the Eagle Rock Dam if determined to be feasible. 

Long-range solution.—All of these solutions are in the nature of crutches, 
They would merely be temporary expedients pending the construction of a high- 
voltage, high-capacity transmission line to interconnect all Federal hydroelectric 
projects in the Pacific Northwest. This line would not only stabilize our electric 
power supply, but would also cut our costs by more than 60 percent. Another 
benefit from such a line would be the unlocking of the vast phosphate acres of 
southeastern Idaho. I am sure this line would also be very helpful to the private 
utilities. 

I recommend that your committee raise serious questions as to whether the 
Department of the Interior is making adequate efforts to improve the power 
supply of southern Idaho. 

I am particularly disturbed in regard to the recent indications that the 
Federal Government will abandon its plan of long standing to construct a high 
voltage transmission line from McNary Dam to Idaho Falls and closing the loop 
by interconnecting at the existing terminal at Anaconda. This southern Idaho 
loop is our long-range solution. 

Thank you very much for coming here to learn about our problems. 


Lost RIVER ELECTRIC COOPERATIVE, INC., 
Mackay, Idaho, May 9, 1955. 
Curis L. ScHULTz, 
Director, Western Area Office, 
Rural Electrification Administration, 
United States Department of Agriculture, 
Washington 25, D. C. 

DEAR Mr. ScuHuttz: In following our effort to obtain low-cost power for the 
Lost River Electric Cooperative and Southeast Idaho, we wish to review with 
you what is happening and earnestly request assistance in following through 
on this. 

We have a contract dated November 3, 1948 with the Bureau of Reclamation 
for a block of 500 kilowatts firm power at Palisades Dam. In 1948 this 500 
kilowatts seemed to be an adequate amount. Our present kilowatt demand 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 839 


“which includes the Salmon River Electric Co-op at Challis” is 2,500 kilowatts 
and that will increase to 4,000 within the next year. The present schedule for 
Palisades is December 1956. 

Our next concern is Bonneville power. There have been several things indi- 
cated to us, but it seems we are unable to find where to get the answers. 

First, we are told BPA service area covers Washington, Oregon, Montana, and 
Idaho, west of the Continental Divide. Dr. Pearl has indicated we are not in 
the BPA service area. 

Secondly, the Idaho Power Co. and Utah Power & Light Co. are members 
of the Northwest power pool and that should indicate we should be able to 
receive BPA power. When the Idaho Power Co. was building a line east of 
Boise a few years ago, it seems they went on Federal land without proper appli- 
eations and permits and an injunction was placed on them. I do remember they 
were tied up sometime and in the settlement, Idaho Power was required to wheel 
power over their lines. I am unable to find the answers. 

We have been told there was no connecting line by which we could receive 
power from BPA which leads us up to the present time. The contract Idaho 
Power has just signed with BPA to build the long sought after tie-line, LeGrande, 
Oreg. to the Idaho system, would be this connecting line needed. 

As soon as information reached us in regard to the above mentioned tie-line, 
we wired Dr Pearl as follows: 

“Information has reached us indicating Idaho Power Co. negotiating to re- 
ceive BPA power via tie-line from LeGrande and we request southeast Idaho 
power users be included in service area of BPA to secure benefit from such 
power availability.” 

We received the following letter from Dr. Pearl in answer to our above 
telegram: 

“We have your telegram of March 2, 1955, in reference to the intertie line with 
Idaho Power Co., and appreciate your interest in this connection. However, 
this intertie is planned with only two objectives in mind: 

(1) Due to low water in the Snake River during the summer months the 
Idaho Power Co. desires to purchase some excess energy the Ponneville 
might have available during the months of May, June, July, August, and pos- 
sibly a part of September. 

**(2) In case of severe power shortage in the service area of the Bonne- 
ville Power Administration, the tie could be used to supply excess power 
from the Idaho system, if available, or possibly available stream from the 
Utah system. 

“This is strictly an exchange agreement for emergency and unusual water 
conditions and is in no sense a contract for the supplying of firm power. Bonne- 
ville has a similar tie with British Columbia for the same purpose. 

“Since no firm power is involved in this exchange agreement and it only covers 
a supply of available excess power in the summer months, no contractual ar- 
rangements could be developed in caring for the load of your Cooperative. 

“(Signed) PEARL.” 

We have been informed BPA has or will have some power to sell by new gen- 
erators being added and new plants coming on the lines. 

From the above and foregoing you can see we are quite confused, but believe 
if the proper steps are taken we should be able to receive low cost power. 

Your assistance will be appreciated. 

Sincerely yours, 

A. M. KaAsen, Manager. 


Lost River ELEcTric CooPeRATIVE, INC., 
Mackay, Idaho, July 6, 1955. 

JouN M. GEORGE 

DeAR Mr. GeorGE: I am pleased to see that some action and consideration is 
underway to help us out in Southeast Idaho. 

As you know Fall River at Ashton and the Lost River Electric Co-op at 
Mackay are the only two cooperatives that do not have Bureau or BPA contracts. 

I would like to note this comparison: 
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Our bill for June covering the period of May 16th to June 16th, 1955 was 
for 1,092,000 kilowatt-hours with a demand of 2080 kilowatts. Our bill is 
figured as follows: 


100 kilowatts demand at $2 each $200. 00 
200 kilowatts demand at $1.90 each 280. 00 
Over 300 kilowatts or 1,780 kilowatts demand at $1.65 each 
First 1 million kilowatt-hours at $.065 each 
Over 1 million kilowatt-hours or 92,000 kilowatt-hours at $.054 
each_ - 496. 80 
10, 513. 80 
525. 69 
Net bill 9, 988. 11 
This same bill figured on the BPA rate I have would be: 


2,080 Rilowatts dompnd at 75 CORR a dcr hsb ce cecceece $1, 660. 00 
First 200 kilowatts of billing demand or 416,000 kilowatt-hours at 
2 mills . 832. 00 


Total: Bills... 3, 175. 00 


The difference between what we paid of $9,988.11 and if we had BPA power 
at a cost of $3,174 is $6,814.11. 

Now to attempt to answer the questions in your letter of June 380th. 

In checking our files I find a copy of application to BPA dated September 12, 
1945 on form BPA 4381 (4-18-40). The request was for only 250 KW which at 
that time was quite a lot. 

I am unable to find any correspondence relating to this application. 

On June 30, 1953 I wrote a letter to the Walla Walla office requesting in- 
formation and forms to make a formal application for a block of BPA power. 
My answer to this was no forms were necessary: a letter would be O.K. 

As for the Bureau of Reclamation we have had a contract with them ap- 
proved October 19, 1948 for Palisades power. This request was for only 500 
kilowatts. We have had several meetings with the Bureau which included 
Fall River of Ashton, Idaho, Lower Valley of Afton, Wyo., the city of Idaho 
Falls and ourselves. To date we have nothing definite on this as the Bureau 
is attempting to make some arrangement with the Utah Power & Light Co. 
so that we would get more power. 

Best personal regards, 
A. M. KAASEN, Manager. 


STATEMENT OF ELBERT ROBERTS, MANAGER, FALL RIVER RURAL ELECTRIC 
COOPERATIVE, INC., ASHTON, IDAHO 


I am Elbert Roberts, manager of the Fall River Rural Electric Cooperative, 
Inc, an REA financed electric cooperative, whose principal office is located in 
Ashton, Idaho. 

We are engaged in distributing electric power to members located in Fremont, 
Madison, Teton, and Jefferson Counties in Idaho and Gallatin County in Montana. 

We are billing an average of 1,365 members and maintain 493 miles of distribu- 
titon line. We have 48 miles of 44,000-volt transmission line extending from Ash- 
ton, north to a point 7144 miles from the town of West Yellowstone, Mont., and 
25 miles of 44,000-volt transmission line extending from Ashton, southeast to a 
point near Tetonia. Idaho. 

We buy our wholesale power at a cost of 10.53 mills at point of delivery, from 
a private utility. We have 2 points of delivery; 1 at the Utah powerplant at 
Ashton at 44,000 volts interconnected with Teton Valley Power & Milling Co. plant 
at Tetonia at 44.000 volts. The other at Rexburg at direct line voltage of 12.5 
kilovolts. 

On August 13, 1945, our cooperative made application for 500 kilowatts of 
prime power from Bonneville Power Administration on form No. BPA 4381. Our 
peak demand at this time was 250 to 300 kilowatts. 

On April 8, 1946, this cooperative signed a power memorandum with the 
Bureau of Reclamation for 500 kilowatts from the Palisades powerplant. On 
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October 29, 1946, we took another look at our requirements and found we had 
grown to where 500 kilowatts would not be enough and made application to the 
Bureau of Reclamation to increase our requirement to 1,000 kilowatts. 

April 6, 1948, we signed a preliminary contract for 1,000 kilowatts. We then 
took another look at our requirements and found we would still be short and 
requested 1,000 kilowatts more. We were advised at that time all the firm power 
was committed and our contract could not be increased. We signed the final con- 
tract June 1, 1949, for 1,000 kilowatts of firm power. We alsw applied for sec- 
ondary power to meet our seasonal requirements during July and August but were 
offered no encouragement even though we are preferred customers. Our present 
peak demand is now 2,215 kilowatts. 

The situation is like ordering diapers that could not be delivered at time the 
baby was born, but answered the letter from the merchant in this manner— 
The baby is a big girl now, the diapers will hardly be adequate but send them 
anyway. 

We serve a large dry farm area suitable to grain, hay, and potatoes that would 
convert to irrigation if there was plenty low cost power available for pumping. 
This would insure the farmers of a crop and would also double the yield. 

We have six timber operations in our area whose operations could be greatly 
improved by the use of low-cost power. 

Whenever the economic development of an area is stifled by a shortage of 
low-cost power, you can be sure that there is also a shortage in the personal 
income taxes which will be collected by the United States Treasury. Power helps 
to develop an area ecoonmically and that in turn increases Federal income tax 
revenues. 

We believe the immediate solution is as follows: that the Department of the 
Interior wheel summer surplus from Columbia River Dam and intertie with 
the Bureau of Reclamation at Palisades. Construct the proposed reregulatory 
dam at Palisade; redevelop the Minidoka Dam to increase generation capacity ; 
develop full capacity at American Falls; explore Eagle Rock Dam site. These 
are in the nature of temporary aids. 

We recommend interconnecting all Federal hydroelectric projects in the Pacific 
Northwest which would not only stabilize our electric power supply but would 
also cut our power cost by more than one-half. 

I was very disappointed at the Department of the Interior’s indications that the 
Federal Government abandon plans to construct a high voltage transmission line 
from McNary Dam to Idaho Falls and closing the loop by interconnecting the 
existing terminal at Anaconda. The construction of this line would be a long- 
range solution to our problem. It would also be helpful to private utilities. We 
recommend that your committee make certain the Department of the Interior is 
making adeqaute efforts to improve the power supply of southeastern Idaho. 

I am very grateful to the committee for the opportunity of meeting with you 
today to present this testimony. 

I thank you and trust that all solutions be seriously explored. 


ASHTON, IDAHO, March 4, 1955. 
Dr. PEARL, 


Bonneville Power Administration, 
Portland, Oreg.: 

We understand we are not included in Bonneville service area. Due to high 
cost of wholesale power and power shortage in this area we request this area be 
included, and urge this consideration be given in making present contract negotia- 
tions with Idaho Power Co. Letter follows. 

BE. W. Roserts, Manager, 
FALL River RuRAL ELeEctTRIC COOPERATIVE, INC. 


March 4, 1955. 
Dr. PEARL, 


Bonneville Power Administration, 
Portland, Oreg. 
DeAR Dr. PEARL: The Fall River Rural Electric Cooperative, Inc., serves the 
rural area in Madison, Jefferson, Teton, and Fremont Counties in Idaho and 
Gallatin County in Montana. 
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We are purchasing wholesale power from Utah Power & Light Co. at 11 mills per 
kilowatt-hour. 
We have a contract with Palisades to supply half our needs when it is completed. 
It is my understanding that you are only 40 miles from Idaho Power Co. system 
and that you are now making contract negotiation with them for interchange 
power. Utah Power is interconnected with Idaho Power. Therefore, we believe 
much good could come from being included in the Bonneville Power service area 
and request we be included and that this be considered in making present contract 
negotiations. 
Thanks .or your kind consideration in giving us this consideration. 
Yours very truly, 
BE. W. Roserts, Manager, 
FALL River RURAL ELECTRIC COOPERATIVE, INC. 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland 8, Oregon., March 4, 1955. 
Mr. E. W. Roserts, 
Manager, Fall River Rural Electric Cooperative, 
Ashton, Idaho. 

DeEaR Mr. Roperts: We have your telegram of March 3, 1955, in reference to 
the intertie line with the Idaho Power Co., and appreciate your interest in this 
connection. However, this intertie is planned with only two objectives in mind: 

(1) Due to low water in the Snake River during summer months the Idaho 
Power Co. desire to purchase some excess energy that Bonneville might have 
available during the months of May, June, July, August, and possibly part of 
September. 

(2) In case of severe power shortage in the service area of the Bonneville 
Power Administration, the tie could be used to supply excess power from the 
Idaho system, if available, or possibly available steam from the Utah system. 

This is strictly an exchange agreement for emergency and unusual water condi- 
tions and is in no sense a contract for the supplying of firm power. Bonneville 
has a similar tie with British Columbia for the same purpose. 

Since no firm power is involved in this exchange agreement and it only covers a 
supply of available excess power in the summer months, no contractual arrange 
ments could be developed in caring for the load of your cooperative. 

Sincerely yours, 
Wm. A. PEARL, Administrator. 


Marcu 25, 1955. 
Wum. A. PEARL, 
Administrator, Bonneville Power Administration, 
Portland, Oreg. 

DEAR Dr. PEARL: Reference is made to your letter of March 4, 1955. 

You state that the intertie with the Idaho Power Co. is to sell the Idaho Power 
Co. dump power that you might have available during May, June, July, and 
August. 

That is what I am interested in is power during June, July, and August. 

Half our load is summertime load. Our peak was 2,040 kilowatts. We have 
1,000 kilowatts contracted from Palisades. We need another 1,000 to 1,500 
kilowatts during the months of June, July, and August. 

In view of this I am wondering what the possibilities are to contract dump 
power and wheel over Idaho Power to Utah Power to our system. 

I would appreciate any light you can give on the subject. 

Yours very truly, 
E. W. Rosperts, 
Manager, Fall River Rural Electric Cooperative, Inc. 
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UNITED STATES DEPARTMENT OF THE INTERIOR 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., April 8, 1955 
Mr. E. W. Ronerts, 
Manager, Fall River Rural Electric Cooperative, Inc., 
Ashton, Idaho. 

DeAR Mr. Roserts: Referring to your letter of March 25, we cain appreciate 
that your cooperative shares the same problem that many of ours served in Ore- 
von and Washington face in reference to facilities and power supply to meet 
seasonal loads. However, our agreement with the Idaho Power Co. is purely an 
exchange agreement and provides no means of any wheeling arrangements. Fur- 
thermore, your operation is entirely out of the area served by Bonneville. 

It would seem to us that if this intertie with the Idaho Power Co. can help them 
in cases of low water in the Snake River, that such relief might reduce thei: 
demands on the Utah Power & Light system, permitting the latter to have more 
power available for your area. 

I want to thank you again for writing us on this matter and hope this further 
letter of ours clarifies our position. 

Very truly yours, 
Wrir11AM A. PEARL, Administrator. 





DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 1, 
Boise, Idaho, May 5, 1955. 
Mr. E. W. Roserts. 
Manager, Fall River Rural Electric Cooperative, Inc., 
Ashton, Idaho. 

DEAR Mr. Roserts: We acknowledge your letter of April 20, 1955, requesting 
3,000 kilowatts of power from a powerplant at a proposed reregulating dam below 
Palisades Reservoir if and when constructed. 

The Bureau is not in a position to earmark specifie quantities of power from 
a project not yet authorized. We are in hopes that this project may be included 
in our investigation program for the next fiscal year, but we will not be in a 
position to appraise the feasibility of a proposed reregulating reservoir until 
the data from a filed investigation and pertinent cost estimates are available 
in the form of a feasibility report. 

We will, of course, place your letter in our files and at the appropriate future 
time, we can undertake negotiations of a power contract in the light of circum 
stances then existing. 

In regard to your telephone conversation of April 11, 1955, with Mr. J. K. Cum- 
mings of this office, we are currently studying proposed rate schedules for the 
Palisades project. On completion of these studies, we will be in a much better 
position to advise you on rates for secondary power and on requirements neces- 
sary to qualify as an eligible purchaser of secondary power. 

Very truly yours, 
WILLIAM H. Tuttrer, Acting Regional Director. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 1, 
Boise, Idaho, September 28, 1953 
Mr. LEE A. STECK, 
Manager, Fall River Rural Electric Cooperative, Inc. 
Ashton, Idaho, 

DEAR Mr. Stack: In reply to your letter of September 2, 1953, regarding the 
firm available capacity of Palisades powerplant, we offer the following informa- 
tion. 

Our operation studies for the Palisades Reservoir, which are the basis for 
determining power production at the Palisades powerplant, are based on histori- 
cal records for the 20-year period October 1927 to September 1947. This includes 
the period of lowest runoff on record for the Snake River. Firm power produc- 
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tion for Palisades has been based on the average for the 3 years of lowest pro- 
duction which were October 1933-September 1934, October 1934-September 1935, 
and October 1940—-September 1941. 

Since Palisades was constructed primarily as a facility for irrigation interests, 
we have considered that Federal irrigation pumping loads have priority over com- 
mercial loads in the area to the extent that feasibility of the project is maintained. 
As explained to you in the June 16, 1953, meeting at Idaho Falls, power and 
energy requirements for irrigation pumping on Minidoka North Side and Michaud 
Flats projects have been deducted from Palisades firm power generation to deter- 
mine the firm power supply available for others. A review of Federal pumping 
loads in southeastern and south central Idaho and a refinement of Palisades opera- 
tion study have resulted in revision of tables 2 and 38 attached to our July 10 
report of the meeting. For your information, revised tables 2 and 3 are attached. 
An additional table 4 supplementing tables 2 and 3 is also included. 

Table 3 indicates that Palisades has little or no available peaking capability 
during the months of April, August, September, and October and is below the 
winter available capability during most of the irrigation period. This results pri- 
marily, of course, from assigning all the Northside pumping load of about 35 
megawatts to Palisades; whereas in the supplemental report of June 1949 only 
the deficiency of about 14 megawatts which the proposed American Falls power- 
plant could not supply under critical water conditions, was assigned to Palisades, 
Since the American Falls powerplant is not included in the current approved pro- 
gram of the Department, we cannot rely upon it as the primary pumping power 
supply for the Northside Division. 

Table 3 also indicates the amount of peaking capacity which must be purchased 
by Palisades from some other source if the peak loads listed thereon are to be 
fully satisfied. The sum of the peaking capacity purchased and the available 
peaking capacity of Palisades would represent the firm available capacity for this 
capacity case. You will note that this is dependent also on what arrangements 
the contractors for Palisades power make in regard to supplementing the pro- 
duction from Palisades. If firm peak load requirements from Palisades are 
limited to 18,000 kilowatts as determined by existing contracts for future de- 
livery, then a new set of figures for peak purchases would result. We believe this 
case would represent conditions for the minimum firm available capacity from 
Palisades. 

We have indicated to both the Utah Power & Light Co. and the Idaho Power Co. 
these deficiencies in Palisades peaking capability under critical conditions. No 
arrangements for obtaining the power to firm the peak deficiencies have been 
made. Until we arrange for a source for this power and know the amount and 
terms under which it will be available, we cannot advise you definitely as to the 
amount of firm power available. We do, however, intend as a minimum to fulfill 
all existing contracts for future delivery of Palisades power. 

We believe, however, that Palisades critical energy generation and peaking 
capability as shown on table 4 are representative of Palisades production under 
adverse conditions. 

We hope that the above information will clear up any misunderstanding in 
regard to Palisades generation. Please feel free to call on us at any time for 
further assistance. 

Very truly yours, 


H. T. Newson, Regional Director. 
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TABLE 2.—Summary of contractor’s <ystem load requirements, calendar year 1968 


[Energy requirements, average megawatts] 


| January | February! March April May June 
Idaho Falls (net) é 25.8 25.0 23.0 21.0 19.3 17.2 
Lower Valley Power & Light (net) 1.7 1.7 AZ 1.9 1.9 2] 
Fall River REA 1.2 | 1.2 1.2 1.2 2.2 2.6 
Lost River Electric Cooperative 2.5 27 2.3 29 3.3 3.7 
Total 31.2 30.6 28. 2 26. 4 26. 7 25.6 
Energy available from Palisades critical 
generation !___- 15.7 15.3 15.7 20. 4 34.9 8.9 
Energy required from other source ? 15.5 15.3 12.5 6.0 
July August |Septemter| October November December 
Idaho Falls (net) : 16.9 16.9 19.1 21.0 24.0 27.6 
Lower Valley Power & Light (net) 22 2.5 2.3 3 Z4 2.4 
Fall River REA_. ‘ 2.8 3.5 3.0 24 1.4 1.3 
Lost River Electric Cooperative 46 16 g 5 2 | 2 4 27 
Total 26. 5 27.4 27.9 27.4 29.9 34.0 
Energy available from Palisades critical 
generation ! ; 42.9 8.7 10.3 9.7 16.3 15.7 
Energy required from other source 2 18. 7 17.6 17.7 13.6 18.3 
1 Palisades critical generation based on average of 3 low years—1934, 1935, and 1941. Requirements for 
north side pumping division, Minidoka project and Michaud Flats project have been deducted 
2 This is the energy which must be obtained from some other source in order to carry the estimated loads. 
Since it is assumed that this will be obtained at approximately 100 percent load fietor, those figures also 
represent the approximate peaking capability which will be obtained along with t 
Note.—Revised June 16, 1953, to reserve pumping power for an additional 8,000 acres for north side 
pumping division. 
Revised Sept. 11, 1953. Idaho Falls net load changed due to revision of city’s generation as advised by 
city on July 23, 1953. Lost River loads changed as advised by them on June 29, 1953. Atmou tilabk 


from Palisades revised as indicated on table 4. 
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TABLE 3.—Summary of contractor’s system load requirements, calendar year 19638 


{Maximum demand—peak megawatts] 


January | February March April May June 


Idaho Falls (net) 

Lower Valley Power & Light (net) 
Fall River REA Cooperative 

Lost River Electric Cooperative 


Total 
Less last line table 2 


Peaking required from Palisades 
Available from Palisades critical peaking 
capability ! 
Peaking capacity proposed to be obtained 
from other sources in critical periods ? 


| | | 
\September| October |November| December 
| 


Idaho Falls (net) 25. 2 25. 6 27 30.0 | 34. : 39.0 
Lower Valley Power & Light (net 3. § 4.3 | d 3.9 3.5 4.6 
Fall River REA Cooperative 5.0 | 5. ¢ 5. 4 4.9 3.6 3.4 
Lost River Electric Cooperative i. d, 5. 4.3 | 4.4 | 5.0 


Total. - 40. 2 . t 42. ¢ 43.1 
Less last line table 2 : 8.7 ) 17.7 


Peaking required from Palisades 40. 2 3.32 24. 25.4 
Available from Palisades critical peaking 

capability ! 38. { 4.4 3.3 —9.6 
Peaking capacity proposed to be obtained 

from other sources in critical periods 2 sa 9. 20. § 35.0 


1 Palisades peaking capability based on average of 3 low years—1934, 1935, and 1941. Requirements for 
north side pumping division, Minidoka project, and Michaud Flats project have been deducted, 
Development of the proposed Government powerplant to supply the Minidoka north side division would 
eliminate these deficiencies except 7 megawatts in October. Peaking deficiencies, except for about 3 mega- 
watts in April, that shown for August and about 7 megawatts in September, result from peaking limitations 
imposed on Palisades powerplant during the irrigation season. The deficiencies shown for April and 
October, as a result of the limitation, probably would occur only during the 1st week of April and the Ist 
2weeks of October 


Note.— Revised June 16, 1953, to reserve pumping power for an additional 8,000 acres on north side pump- 
ing d 


Revised Sept. 11, 1953. See table 2 and table 4 for revisions. 
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TABLE 4.—Summary of loads, Palisades powerplant, calendar year 19638 


ENERGY REQUIREMENTS, AVERAGE MEGAWATTS 


January |February| March | April May June 


Palisades critical generation 15 5.3 | 15.7 ‘ 63. 6 93.9 
Increase in Milner Irrigation District i 1.3 1,4 
Minidoka north side pumping divi- | 

sion (77,500 acres 2.9 | 22. 6 28. { 
Michaud Flats and Michaud Exten- 
sion of Fort Hall project (26,000 
acres) 


otal irrigation pumping load 
Energy available for other loads 15 15. 3 


MAXIMUM DEMAND, PEAK MEGAW 


Palisades critical peaking capability 49. 00 49. 00 49. 00 
Increase in Milner Irrigation District 
Minidoka north side pumping divi- 
Sion 
Michaud Flats and Michaud Exten- 
sion of Fort Hall project 


Potal irrigation pumping load 
Capacity available for other loads 49. OO 49. 00 49. 00 
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TaBLE 4--Summary of loads, Palisades powerplant, calendar year 1963-—-Con 


ENERGY REQUIREMENTS, AVERAGE MEGAWATTS 


Novem- | Decem- 
ber | ber 


Septem- 


July August her October 


} 
| 
aa — en eoeecmne 
| 
| 
| 


Palisades critical generation... ----.-- | 16.3 15.7 
Increase in Milner Irrigation District - - ‘ : 
Minidoka north side pumping divi- | 
sion (77,500 acres) - i | 
Michaud Flats and Michaud Exten- | 
sion of Fort Hall project (26,000 | 
acres) _- J id | 


Total irrigation pumping load d | . 6 27.7 
Energy available for other loads-_--- 42.9 | 8. 10.3 


MAXIMUM DEMAND, PEAK MEGAWATTS 


Palisades critical peaking capability | 84.0 49.3 37. 7 49. 00 49. 00 
Increase in Milner Irrigation District -- 1.6 1.6 1.6 “2 
Minidoka north side pumping divi- | 

sion__-_- anes 4 
Michaud Flats and Michaud Exten- 
sion of Fort Hall project 


Total irrigation pumping load - - -- 5.1 | 5. ; 21.6 | 


Capacity available for other loads--- 49. 00 "49. 00 


1 The normal! pumping load of 26.6 megawatts has been lowered to 21.6 megawatts to account for reduced 
pumping from the Snake Biver whieh will be limited in critical water periods. 


Note.—Revised Sept. 11, 1953, to include proposed increase in Milner Irrigation District load, an addi- 
tional 5,000 acres for Fort Hall Extension and minor changes in north side load. Palisades plant operation 
study revised to increase early summer production. 


Mr. Cuuporr. Mr. Shane, would you identify yourself for the re- 
porter, please ? 


STATEMENT OF P. E. SHANE, CONSULTANT, CITY OF RUPERT, 
IDAHO, AND THE RURAL ELECTRIC CO.; ACCOMPANIED BY 
JOHN L. BROG, MANAGER, RURAL ELECTRIC CO. ; WAYNE HOLLEN- 
BECK, RUPERT CITY COUNCILMAN; AND A. D. WILCOX, DIREC- 
TOR, RURAL ELECTRIC CO. 


Mr. Suane. Yes, sir. Thank you, Mr. Chairman. I am P. E. 
Shane, and I am a consultant for the city of Rupert in its municipally 
owned electric distribution system, and the Rural Electric Co., which 
is a mutually financed cooperative, adjacent to the city of Rupert on 
the Minidoka irrigation project in south-central Idaho. 

I have distributed a statement, which I have written in this ca- 
pacity. I would like permission to deviate just slightly from it as a 
means to try to sum up in as brief a manner as I possibly can, and as 
complete as possible, what I feel are the main points that this group 
of power distributors wish to bring before this committee. 

(The prepared statement submitted by Mr. Shane is as follows:) 
STATEMENT OF P. E. SHANE, POWER SUPPLY ADVISER, CITy OF RUPERT AND THE 

RURAL ELEcTRIC Co, 


Mr. Chudoff and members of the subcommittee, I am P. E. Shane and I am 
employed by the city of Rupert and the Rural Electric Co. as a power supply 
adviser to represent them before this committee and to present the problems 
that these two distribution systems who supply electricity to consumers on the 
Minidoka irrigation project in south-central Idaho are confronted with. 
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All of the municipalities and cooperatives in this area have one thing in com- 
mon and that is the Bureau of Reclamation is the sole supplier of wholesale 
electrical energy. 

In spite of the fact that the Bureau of Reclamation has been supplying the 
Rural Electric Co., a cooperative, their electrical energy since 1917 and the 
city of Rupert since 1920, the Bureau of Reclamation now says that they have 
no utility responsibility in the supply of additional energy which is necessary, 
due to the natural and rapid load growth that is occurring in this area. Cer- 
tainly by this time it is reasonable to assume that the Bureau of Reclamation 
most certainly does have a responsibility to supply electric energy to this area. 

The economy of this area is dependent upon a continuing supply of abundant 
low cost electrical energy. It doesn’t matter what color or whose brand each 
particular kilowatt has so long as it is made available. We strongly feel that 
since the presently constituted systems have been so successful in the economical 
delivering of electric service to this area they should be encouraged to continue to 
do so. 

Let Us examine the problems that bring about the present power shortage. At 
Minidoka Dam there is a powerplant containing six generators which are oper- 
ated by the Bureau of Reclamation for the Burley and Minidoka Irrigation Dis- 
tricts. The seventh unit of the Minidoka powerplant belongs to the Bureau of 
Reclamation. Additional Federal power to supply what is termed units 1 to 6 
loads comes from Anderson Ranch Dam on the Boise project. Anderson Ranch 
power is wheeled over Idaho Power transmission line to Minidoka under the 
terms of a 1950 contract and amended in 1954. This contract between the Bureau 
of Reclamation and Idaho Power Co. reflects the rated capacity of generation but 
since the actual generation is more than the rated capacity some upward revision 
of this contract should be possible to take care of at least some of our deficiencies 
until Palisades power becomes available in 1957. « 

Since American Falls Dam is presently constructed, complete with the ex- 
ception of a powerhouse, it would seem reasonable to expect that an aggressive 
effort should be made to install power facilities to relieve a portion of the critical 
summertime peak. There is an obstacle in the way of American Falls power. 
The so-called 1923 contract between the Idaho Power Co. and the United States 
Government provides that the Idaho Power Co. for $1 million made it possible 
for the Government to build American Falls Dam and set forth the storage 
rights of the power company and the Bureau of Reclamation. In this trans- 
action, the Government acquired a small powerplant and other facilities that 
were to be flooded by the American Falls Dam. Additional clauses in this con- 
tract provide that the Government will not generate in excess of 10,000 kilowatts, 
wintertime peak, at the combined sites of American Falls and Minidoka. Fur 
thermore, all power rights not specifically covered ure reserved to the Idaho 
Power Co. This contract has no expiration date. 

Since the Bureau of Reclamation denies any utility responsibility, it would 
seem logical to look for a supplier that would assume this responsibility. The 
principal qualification of the other supplier would be a rate that would allow 
continued economic development of our systems. Obviously this narrows the 
possibilities down to the Bonneville Power Administration. They are distribut- 
ing to preference customers in the Northwest, including cooperatives in west- 
ern Montana, at wholesale rates which are almost half of our present rates. 
It might be well to point out that a recent survey shows that the average Idaho 
cooperative wholesale power cost is under 5 mills. This is in spite of the fact 
that 2 or 3 cooperatives in the State are being supplied by private power com- 
panies at rates of 8 to 12 mills per kilowatt-hour 

At about the time that the Idaho Power Co. negotiated its recent contract 
with the Bonneville Power for secondary energy to be transmitted into the 
Idaho Power Co. system by a Baker to La Grande 230-kilovolt transmission 
line, to be constructed by the Idaho Power Co., the Bonneville Power Admin- 
istration was contacted to find out if arrangements could be made for us to 
be included in these negotiations. We were told it wasn’t possible. Certainly 
another look at this situation would be in order. 

Additional generation is certainly necessary to support the growing loads 
of this area. We recommend the prompt construction of the reregulating dam 
below Palisades and the allocation of its power output to the Minidoka system. 
We recommend that studies on additional sites be vigorously undertaken and 
we urge the negotiations for the sale of Palisades power be carefully examined 
to see if more relief for the critical power shortage can’t come from that source. 

In conclusion let me make it plain that we have no quarrel with the Idaho 
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Power Co. The Bureau of Reclamation has recently demanded that the Mini- 
doka systems purchase supplemental power requirements from Idaho Power 
Co. And thus far these negotiations have not resulted in a concrete proposal 
from the Idaho Power Co. It is the consensus of opinion by practically all the 
distributors on Minidoka project that the Bureau of Reclamation remain the 
sole source of supply and either generate or purchase our requirements. 

I wish to thank the chairman and members of the committee for the oppor- 
tunity of presenting this information to you, and I sincerely hope that on behalf 
of the city of Rupert and the Rural Electric Co. you will be able to help us with 
remedial measures in our acute and growing power supply problems. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
MINIDOKA PROJECT OFFICE, 
Burley, Idaho, July 6, 1955. 

GENTLEMEN: On March 31, 1955, there was an informal meeting in Burley, 
Idaho, among a number of the companies who distribute power on the Minidoka 
project and representatives of the Bureau of Reclamation to discuss the prospec- 
tive power supply for the project area. Your organization may, or may not, 
have been represented at this meeting. 

The significant points discussed at the above meeting were: (1) the Pali- 
sades powerplant, now being constructed by the Bureau of Reclamation, on the 
Upper Snake River, will provide an additional 14,000 kilowatts of power for 
the Minidoka power system during the irrigation season, but such power will not 
be available until the spring of 1957; and (2) there is not sufficient power avail- 
able to the Minidoka power system from the combined Federal powerplants of the 
Minidoka and Boise projects to supply the system loads during the irrigation 
seasons of 1955 and 1956. Thus the immediate problem is to arrange for an 
adequate power supply for 1955 and 1956. 

As you know, the Minidoka power system is interconnected with the Idaho 
Power Co. system at Minidoka Dam. The power which flows through that inter- 
connection cannot be regulated so as to distinguish between Federal power and 
company power, so when excessive amounts of power are demanded by Minidoka 
system loads, the excess power is drawn from the company system. The United 
States incurs additional costs by reason of such excesses, and it is not in a posi- 
tion to purchase supplemental power for resale. The United States, therefore, re- 
quests your organization and the 15 other power distributors to make direct 
purchase of supplemental power for your load requirements as soon as the nec- 
essary arrangements can be effected. 

Pending completion of arrangements to purchase supplemental power and 
energy from other sources, it is necessary that you pay charges to offset the above- 
mentioned additional out-of-pocket costs incurred by the United States. Such 
charges will be determined by apportioning among the 16 distributors the amount 
of additional cost incurred by the United States on the basis of the total power 
bills. To collect your apportionment of the additional costs, we propose to esti- 
mate, from time to time, an appropriate percentage increase to apply to the 
monthly electric service bills of all of the distributors, beginning with the billing 
for the month of July. When the actual amount of additional cost incurred by 
the United States is determined, after October 31, an appropriate adjustment 
will be made to correct for any discrepancies between the charges made under 
the above estimates and the actual costs incurred by the United States after 
April 30, 1955. Our preliminary estimate indicates that power billings for the 
entire period May 1, 1955, to October 31, 1955, would be increased about 15 
percent under the above arrangement, although by beginning in July the per- 
centage increase will be larger. 

We wish to emphasize that the proposal in the preceding paragraph is a tem- 
porary measure for the purpose of recovering out-of-pocket costs incurred by the 
United States during the period needed by you and the other distributors to nego- 
tiate arrangements to purchase supplemental power from another source. It 
is not intended to be a substitute for such purchase arrangements. 

With respect to the matter of purchase of supplemental power, we believe 
there are certain inherent advantages which will accrue to you and the other 
distributors if all 16 distributors will arrange to make a single purchase con- 
tract with another supplier and distribute the costs of purchases under the con- 
tract among the 16 distributors in proportion to loads. Although we cannot 
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assure you that supplemental power will be available in amounts and at times 
when it may be required, it is our understanding that the Idaho Power Co. is will- 
ing to sell supplemental power to the power users connected to the Minidoka 
power system. 

The United States is not in a position to negotiate the purchase of sup- 
plemental power for you or the other distributors. It is, however, willing to 
assist and advise you in such negotiations, and to provide technical data from 
the Minidoka power system records to aid you in your deliberations. 

In order that you may have the opportunity of discussing these matters more 
fully with representatives of the Bureau of Reclamation and with the other af- 
fected distributors, we suggest that a meeting be held in the Elks’ Lodge in 
Burley, Idaho, at 8 p. m., on July 14, 1955. It will facilitate prompt action if 
you can come to the meeting with authority to vote on the selection of a work- 
ing committee which will represent the 16 distributors in formulating a plan 
for the purchase of supplemental power. 

This letter is being sent to the addressees named on the enclosed list. 

Very truly yours, 
M. L. T1iLtery, Superintendent. 

The addresses are as follows: 

City of Burley 

City of Rupert 

East End Mutual Electrie Co., Ltd. 
Farmers Electric Co., Ltd. 

Ferry Light & Power Co. 

Paul E!lectrie Co. 

Raft River Rural Electric Cooperative, Inc. 
Riverside Electric Co. 

Rural Electric Co., Ltd. 

South Side Electric Lines, Ine. 

The Unity Light & Power Co. 

Village of Albion 

Village of Declo 

Village of Heyburn 

Village of Minidoka 

Wolcott Electric Co. 

Burley Irrigation District (for information) 
Minidoka Irrigation District (for information) 


HISTORY OF THE ELECTRICAL ENERGY OF THE CITY OF RUPERT 


At the completion of the Minidoka Dam and powerplant the Rupert Electric 
(Co. had the franchise for supplying electrical energy to the city of Rupert. There 
were approximately 200 customer connections. In March of 1920 the city of 
Rupert purchased the transmission lines, facilities and all equipment from the 
Rupert Electric Co. During the intervening period to the present time, the city 
of Rupert has purchased electric energy from the Bureau of Reclamation sup- 
plied from Minidoka Dam powerplant. These purchases were made by virtue 
of successive contracts. On July 6, 1948, the contract between the city of Rupert 
and Bureau of Reclamation was to run for a period of 10 years providing for a 
contract demand of 3,000 kilowatts (contract No. 174R-806). This contract is 
in force at the present time. 

In December of 1953 the city of Rupert began to exceed its contract and in- 
ereased during the winter months until a peak demand of 4,000 kilowatts was 
reached in January of 1955. During this time the city of Rupert was repeatedly 
encouraged to create a larger and wider use for electricity verbally by the Bureau 
of Keclamation and so stated in the city of Rupert’s last contract. Then in 
February of 1955, the Bureau of Reclamation served notice to the city of Rupert 
that it was exceeding its contract rate of 3,000 kilowatts. 

Upon receipt of this information the city of Rupert, by written request, asked 
for an increase in its contract of 3,000 kilowatts. We were notified that this 
could not be done. 

The city of Rupert is faced with a phenomenal growth due primarily to a 
development of the Northside pumping division of the Minidoka project. This 
project when completed in the next 2 years will contain about 770 additional 
families in Minidoka County. We are informed that for each family locating 
on this project, it will take approximately four families living in the city of 
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Rupert to service and take care of the needs of each one. On that basis the city 
of Rupert expects a great deal of growth during that period. Taking the ap- 
parent growth of the city of Rupert during the next few years, it is estimated 
that the following amounts of electrical energy will be needed: During the winter 
for the years 1955-56—5,000 kilowatts; 1956-57—6,000 kilowatts; and during 
the following years a proportionate increase until the winter of 1961 when it 
is estimated that 10,000 kilowatts will be required. 

Under these circumstances it is felt that the Government has some degree of 
responsibility to furnish additional electrical energy to this municipality. The 
city of Rupert strongly urges the Bureau of Reclamation to investigate the 
feasibility of obtaining additional power from the following sources: 

1. To build transmission lines necessary to connect up with Bonneville power 
which the city of Rupert understands has available energy for preference 
customers. 

2. Building powerplant at American Falls using the available penstocks not 
being used. 

3. Modernizing the Minidoka powerplant by replacing the older inefficient 
turbines and generators. 

Your consideration of the problem is earnestly requested since it is believed 
that the solution lies with the Bureau of Reclamation no less than with the city 
of Rupert. 

Respectfully submitted. 

Ciry OF RUPERT, 
By ——— ———,, Mayor. 


STATEMENT OF JOHN L. BroG, MANAGER, RURAL ELEcTRIC Co. 


I represent the Rural Electric Co. as their manager. Our system was started 
in 1917 when no utility was interested in the distribution of power in this area. 
Our company has grown to the extent of approximately 700 consumers by con- 
solidation of smaller organizations for the purpose of having a better mainte- 
hance system. We are organized to supply domestic and pumping power to the 
original Minidoka irrigation system. 

We need an increased power supply to take care of the customers that we pres- 
cntly have on our system, for the regular load growths, for the addition of appli- 
ances, as well as milk production equipment, coolers, etc. We are not able 
to provide our generation of power, particularly due to the following clause of 
our contract : “12 (d) It will be the objective of the parties hereto, that as rapidly 
aus local conditions will permit, surplus revenues from power system operations 
will be used for the purpose of reducing rates to ultimate consumers. Annual 
revenues derived from operation of the contractor's electric system, not required 
to cover electric system current operation and maintenance expenses, taxes, re- 
placements, extensions to electric system, interest, current principal maturities, 
sinking fund requirements, payments to the contractor’s general fund in lieu of 
taxes and as a return on the contractor’s investment in its electric system, or 
required increases in working capital and reserves, will be considered surplus 
revenues.” 

We have always depended on the Bureau of Reclamation for a supply of power 
and have promoted the sale and use of the power to fulfill our part of the contract 
we have with the Bureau of Reclamation. The following is a quotation from the 
Bureau of Reclamation contract: “12 (a) The contractor will cooperate with 
the United States in promoting the widespread and abundant use of electric 
power and energy and to that end it will be the primary objective of the parties 
hereto to make electric service available to the ultimate consumers at the lowest 
possible rates consistent with sound business principles.” We feel that due to our 
contract that the Bureau of Reclamation does have utility responsibilities. 

Our last attempt to negotiate a new contract with the Bureau, approximately 
a year ago, for additional power met with no success. The reason given was that 
they no longer had capacity for our needs. We see several possibilities of their 
adding to this capacity such as 100 percent allocation of Anderson Ranch, Pali- 
sades and the proposed reregulating dam at Palisades for preference customers. 
We also see a possibility of additional generation by the Bureau at American 
Falls Dam. To bring about this generation we believe that the 1923 contract be- 
tween the Bureau of Reclamation and Idaho Power should be investigated. 
There is also a possibility of modernization of the present Minidoka powerplant 
to produce more power with the water available. 
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We understand that there is power available at Bonneville for preference cus- 
tomers providing we have transmission facilities to our area. This transmission 
facility could only be built and maintained by the Bureau of Reclamation as any 
of our companies are too small to undertake such a program. 

The cost of this would also have to be taken in consideration as our present 
cost of power to the Bureau is now 6.1 mills. We understand that the State 
average is 4.8 mills to co-ops and municipalities. The Bonneville power is ap- 
proximately 3.8 mills. Our present negotiations with a private utility will be 
in excess of 8 mills with a possible 1 mill wheeling charge by the Bureau. This 
makes the total cost of power to our consumers quite high. We cannot stand 
a shortage of power or an extremely high price in our systern if we are going 
to exist. We have one request for 3,000 kilowatts of power from one consumer 
for irrigation. The request for this was immediately turned down by the Bureau 
in a letter quoted as follows: “In reply to your letter of August 30, 1955, which 
requested an additional 3,000 kilowatts of power for pumping commencing with 
the spring of 1956, we regret to inform you that no additional pumping power 
will be available to the Minidoka power system until 1957 when we anticipate the 
Palisades plant will be in operation. Signed M. L. Tillery, superintendent.” This 
eustomer certainly is not going to wait until 1957 for us to handle this load. 

In March of this year, we requested the Bureau for a higher distribution 
voltages at one of our substations and was giver tentative assurance that this 
would be supplied to us. This was made necessary by the addition of our new 
county high school and there was no other way to handle the load of that type. 
Our transformers had to be ordered 12 weeks in advance in order to get delivery 
in time for the completion of the school. After these transformers were made, 
we were turned down by the Bureau because of the power shortage. We later 
got this amended to supply only the change of voltage but not the additional 
capacity. 

We feel that the operation of the Bureau of Reclamation transmission system 
could improve our service to the consumer and also be a safer and more economi- 
cal system by cutting some of the redtape and outdated methods of operation. 
In some cases it takes ‘longer to go through the switching procedure to get a 
substation back in service than it took to do the job on the substation that had 
the power outage. There are lots of power outages that are unnecessary due 
to outdated equipment and operation procedures. 

We do not want to interfere with any irrigation water or storage of irrigation 
water to generate power. We want to generate power with water only when it 
does not use irrigation water. We do feel that we should use the potential power 
in the water that has to be let down for irrigation. We do not want to interfere 
with any irrigation water rights. We feel that power interests or power com- 
panies do not have any rights on storage water. There are power storage rights 
in American Falls owned by private power interests. 

Our company is subject to the regular rates of county and school taxes and 
we pay our taxes on our pole lines and fixed property same as any other private 
taxpayer in the county. 


Mr. SHane. I want to say at the outset the Bureau of Reclamation 
has been mentioned many times in this hearing, and I feel sure that 
I speak for all of the membership on the Minidoka project, that they 
have no quarrel or feelings with the local officials, either in the regional 
office of the Bureau of Reclamation or the local officials of the Bureau 
of Reclamation in Burley on the Minidoka project itself. 

Obviously, from the testimony you must have gathered by this 
time that since the year 1910 up to the present time the Bureau of 
Reclamation has had very close relationships with the power distribu- 
tors on the Minidoka project and has supplied all their needs. 

But recently there have come directives from Washington which 
have changed the concept and, instead of being a cooperative group of 
people, they now, in effect, say they want to shun any responsibility. 

The people who comprise these power distributing agencies have to 
fend for themselves, and this is no reflection upon the local people at 
all, I want to make that perfectly plain. 

I also want to make it plain that as far as I can see, there is no 
quarrel with the private power people in this area. Certainly, I am 
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sure that most of them have been able to get along reasonably well 
with them, and while we don’t agree with some of their prine iples and 
practices, nevertheless, on the whole, it has been fairly satisfactory. 

I want to press this point again. It was mentioned earlier in the 
testimony, but the Bureau of Reclamation as an agency of the Depart- 
ment of the Interior, an instrumentality of the Federal Government, 
has been supplying electrical energy to this project since 1910, and 
particularly in the case of the city of ‘Rupert, since 1920, and the Rural 
Electric Co. since 1917. 

Now, all during that time, as has been previously pointed out, there 
was a Clause in the contract which said, in effect, that the Government 
and the contractors would cooperate to promote the use and the sale of 
electric energy to the best of their ability, and being small concerns, 
they have pursued that policy up to the present time. 

And ceriainly, I feel justified in stating that as a group of power 
suppliers and distributors, they have economically proceeded to do 
just that, and that now, just because there is a shortage of power and 
through a directive from Washington they are having to scramble for 
additional power supplies to continue the economic deve lopment of the 
area, Minidoka irrigation project, I don’t feel that they should be 
chopped off or that they should be hindered or hamstrung. 

Rather, I think it would be better for them to be encouraged in ever y 
way to continue to do this job and to be helped. 

There has been some testimony here, and I don’t want to refute that 
testimony, but I do know this: that when the Bureau of Reclamation 
or the Department of the Interior looks at this testimony as it pertains 
to Anderson Ranch Dam, they are going to say, “Well, now, you didn’t 
bring out the whole story,” and I don’t propose to bring out the whole 
story because if I were to sit down here and read the wheeling contr act 
between the Idaho Power Co. and the United States Government, it 
would take all of the available time that this committee has thus far 
consumed, and when I got through with it, you would find it was so 
complicated and had so many restrictions and so much division of 
power resources in various blocks and at various prices, that it would 

take a staff of engineering experts to decipher it for you. 

But, suffice it to say that principally the Idaho Power Co receives 
into its system the entire output of Anderson Ranch Dam. There is 
no other facility to take the power away. 

Now, out of a total of one hundred twenty-six million-some-odd 
thousand kilowatt-hours annually which the United States Govern- 
ment generates and the company receives into its system, there is de- 
livered to the Minidoka system, as has been previously stated, about 
11,400 kilowatts of energy. 

Committed to the operation of Anderson Ranch Dam, of course, is 
the Owyhee irrigation pump project, and other governmental Bureau 
of Reclamation facilities on the Boise project which is committed by 
the Bureau of Reclamation from Anderson Ranch Dam. 

Now, the amount of power that the Idaho Power Co. receives there 
is 2,000 kilowatts of firm 5-hour daily peaking power. Now, the bal- 
ance of the secondary energy, over and above that which the United 
States, through its 1950 w heeling contract, furnishes and supplies to 
the Minidoka. project, which it terms units 1 to 6 loads, goes into the 
Idaho Power Co. system at varying rates, averaging : about 134 mills. 
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It would be wrong to say that our power problems can be solved by 
getting all the power that there was available from Anderson Ranch 
Dam over and above the commitments to the Federal Government. 

However, there is a block of secondary power which the Idaho Power 
Co. has under an average water-year condition which should be avail- 
able to the preference customers on the Minidoka system. 

The Bureau of Reclamation will be quick to say, “Well, now, an 
average water-year condition might not always obt: ain, we might come 
to acritical water year wherein there wouldn’t be enough water storage 
in the reservoirs above Anderson Dam to supply this power,” and that 
is quite true. 

But, nevertheless, during the past history of the thing, there haven’t 
been too many critical water years, so the result has been that this 
secondary power was firm power during the period when the sum- 
mertime peaks for irrigation loads on the Minidoka system require 
the additional power. 

So certainly this should be absolutely investigated, and any and all 
secondary power that is available, that can be made available to the 
Minidoka system, should be withdrawn from the Idaho Power Co. 
and made available to the Minidoka system. 

I want to say also in that line, speaking ‘ about available power that , 
should be used to relieve our situation, Palisades is scheduled to come 
into operation in 1957, and, as you have heard Mayor Fanning testify, 
the city of Idaho Falls and three cooperatives, REA cooperativ es, have 
made arrangements for the entire output of firm energy. 

There are several different blocks of secondary energy available 
from Palisades, and there is a block of 14,000 which I understand has 
been allocated by the Bureau of Reclamation to the Minidoka project, 
to help relieve the situation in 1957. 

Now, in that regard, let me come back to the utility responsibility 
which the Bureau of Reclamation has suddenly divested themselves of. 

They, in effect, say, “Now, you must go out and fend for yourselves, 
either ‘individually or collectively, because we can’t, under our policy, 
which has been handed to us from Washington, go out and buy kilo- 
watts for you for resale.” 

Now, under that, our problem is an interim problem for the year 
1956. Actually, then, what we are trying to do is to get the Bureau of 
Reclamation to go to the Idaho Power Co. and to buy a block of power 
to just tide this ‘thing over until such time as this block of power be- 
comes available from Palisades, a 1-year short interim proposition, 
which, in my estimation, would be quite sasy for the Bureau of Recla- 
mation to do, if they just had a directive. 

Now, I am quite sure that a directive permitting this would be just 
as easy and just as feasible as a directive prohibiting it. I see no rea- 
son why it can’t occur, since it is for such a short time. 

I don’t want to imply either that. Palisades is the whole answer to 
this problem. We have a growing community. Palisades is merely 
a stopgap affair. It is going to take care of this project for a little 
while, and then it will be right back in the same category again. 

We will be facing a power shortage, looking around ‘for either addi- 
tional generation or another block of power from some other supplier. 

Now, additional generation, who is going to provide it? Well, ob- 
viously somebody has to build the generation, or it can’t serve the 
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Now, there is a possibility at American Falls, and it has been briefly 
mentioned, that the 1923 contract between the Idaho Power Co. and 
the United States Government, in effect, prohibits any development 
there; which is right, it does. 

It effectively bottles it up. The contract is written in perpetuity. 
There is no pullback, no expiration date on it, whatsoever. It pro 
hibits the generation of more than 10,000 kilowatts wintertime peak, 
combined sites. 

Furthermore, it reserves to itself all the power rights not specifi- 
cally mentioned in the contract. Of course, it is a water-right con- 
tract principally, that has to do with the storage rights between the 
Government and the power company, and the company was paid $1 
million for the sale of certain facilities which they had, and an ex- 
change of storage rights which the company had. 

I feel that certainly in the interests of promoting the economy and 
producing power at a dam which is already built, which has the pen- 
stocks in it, could be economically done. 

There are several other sites, the reregulating dam below Palisades, 
which I understand is under study by the Bureau. It appears on the 
surface that is a feasible project. 

It represents additional firm power, and quite a bit of secondary 
power, because of the irrigation water that comes out of Palisades 
must, of necessity, go through the reregulating dam and become 
power which is available. 

In my brief I have recommended that for the interests of the city 
of Rupert and the Rural Electric, that this power be allocated to the 
Minidoka area to relieve this power shortage. 

There are other sites that certainly can be investigated, and cer- 
tainly must be investigated, if this power-short: ive area, Which has 
been likened unto a power desert in our section of Idaho, can be 
eliminated. 

Now, we have got an isolated group of projects down here. We 
have got Palisades, we have got a project down on the lower Snake 
River that some day I feel somebody is going to build. Certainly, if 
they are going to build it, somebody has got to build some transmission 
lines, 

It won't be an isolated instance; it won’t be an isolated plant. Why 
in the name of goodness can’t an integrated grid system be provided 
throughout the Northwest to include “southern Idaho to link all the 
projects together / 

Here we have in Idaho, in the eastern part of the Bonneville or 
northwest power pool, peaks in the morning, peaks in the evening, 
that differ somewhat from those on the Pacific coast because of the 
time differential. Power can flow back and forth. It would be a 
means of economically handling the transfer of huge power resources 
at a figure that would develop this country tremendously. 

All we have to do is figure out some practical and feasible means 
of doing it. 

I appreciate very much the opportunity of appearing before this sub 
committee and presenting this brief testimony. 

I want to say again that we feel that the Bureau of Reclamation does 
have a utility responsibility, and that if it wants to divest itself of its 
utility responsibility, we could look next, then, at the Bonneville Power 
Administration and an integration of the entire power resources of this 
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area to give us power at a rate that people can economically develop 
this country. 

On behalf of the city of Rupert and the Rural Electric Co. and my- 

At this time I want to make the usual concluding statement. I want 
to emphasize that once again all the people on the Minidoka project, 
including the Rural E lectric, which has a severe power shortage, be 
per mitted to file their briefs and that they will have real consider ation 
from the committee, that they just won’t reach the dead-letter office, 
so to speak. 

With that concluding remark, I have nothing further to say. 
Thank you very much. 

Mr. Cuuporr. Thank you, Mr. Shane. 

At this time I want to make the usual concluding statement. I want 
to take this opportunity of thanking all of the witnesses who came 
so far to be heard. I regret very much that we could not hear all of 
you. It has proved to be a physical impossibility. 

I want to thank the city of Idaho Falls for its hospitality. You 
have been very nice to us, and our stay has been very, very happy here. 

I want to thank Judge Martin, who is the district judge, for allow- 
ing us to use his very, very nice courtroom. We have all been very 
comfortable, and I might say it has probably been one of the most 
comfortable places we have visited in our heari ings. 

This subcommittee has been hearing complaints now for some time 
from preference customers in various locations throughout the Nation, 
and these complaints seem to follow a pattern of ‘disregard of the 
rights of those preference customers who have the first “call on the 
Federal power available. 

One witness here today called the law governing this power sale 
an antimonopoly law rather than a preference law. TI like that de- 
scription, for that is exactly what it is. 

Here we have evidence that the rural electric cooperatives and the 
municipals, who are the ones who receive first call on federally gener- 
ated electric power under the preference laws, are being refused the 
power they will need in the future, and at the same time Federal power 
being generated in a general area is being sold to private companies 
at dump rates. 

Thus, in addition to the preference laws possibly being violated, the 
Federal Government is not getting the revenue it should obtain from 
that power sale which it receives to reimburse the Government for the 
funds expended to build the dams referred to today. 

Evidence brought out here is that some 16 municipal and rural elec- 
tric cooperatives are served by the Bureau of Reclamation on a single 
system. Now, the Bureau of Reclamation tells the 16 cooperatives 
that they should each and individually go to the private power com- 
pany in the area for their additional needs if, as, and when they need 
extra power. 

In light of the witnesses’ description of their system, it would seem 
impracticable that each one now get an individual excess power source. 
It appears that the Federal power is available and could be wheeled 
over the power company lines to those customers if the Bureau of 
Reclamation would adhere to the law. 

When this power goes to a nonpreference customer, which by inter- 
pretation of the Bureau has become a superpreference customer, that, 


Dp 


y- 
nt 
ct, 
be 
on 
oe, 


ly. 


ver 
1eS 


the 
om 
the 


ec- 
gle 
ves 
ym - 


ped 


em 
rce. 
led 

of 


Ler- 
iat, 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 857 


in my opinion, is a definite violation of the Flood Control Act. The 
pattern across the Nation seems to be the same. 

This subcommittee is greatly interested and will continue to hear 
further complaints in San Francisco, starting Monday. 

Let the record show that Mr. Hoffman objects to the offer of any 
statement by witnesses not heard by this committee unless the priv ate 
power companies are given the opportunity to file statements if they 
so desire. 

Mr. Horrman. And I have the further objection that it is contrary 
to the practice to permit the filing of statements where the witness 
does not appear and there is no opportunity to question him on the 
statement. You get a voluminous record without any opportunity to 
ascertain the facts on which it is based. 

Mr. Cuuporr. The hearing is adjourned. 

(Whereupon, at 1:10 p. m., the subcommittee adjourned, to recon- 
vene on Monday, September 12, 1955, in San Francisco, Calif.) 
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TUESDAY, SEPTEMBER 13, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF PuBLic Works AND RrsouRCcEs 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 261, 
Federal Courthouse and Post Office Building, San Francisco, Calif., 
Representative Earl Chudoff (chairman of the subcommittee) pre- 
siding. 

Members present: Representatives Chudoff, Moss, Hoffman, Knox, 
and Jonas. 

Also present: Representative John F. Shelley; Arthur Perlman, 
staff director; James Lanigan, subcommittee counsel; and H. Vance 
Austin, associate counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Horrman. I wonder, Mr. Chairman, if I might be privileged 
to put in, from a recent issue of Collier’s, a very, very short statement. 
I don’t care to read it, I just want to put it in the record as an exhibit. 

Mr. Cuuporr, If you will just wait until I get the hearing started, 
I will be very happy to recognize you. 

I want to say to the members of the subcommittee that we have 
quite a number of witnesses to hear, and we are very anxious to get 
through here at a reasonable hour tomorrow afternoon. 

Now, I believe that we did a pretty good job yesterday afternoon. 
I think we accomplished a lot of work, in contrast with the job that 
we did in the morning, where we accomplished nothing. It might be 
because of the rules that I laid down yesterday, which I think we 
should continue today. 

After the witness has given his or her statement, then each member 
of the committee will be allowed to examine the witness concerning 
that statement. I hope that we will keep our agreement not to inter 
rupt, and I think if all of us do that, and not make speeches to each 
other, or for each other or with each other, that we will be able to 
get through at a very reasonable hour tomorrow afternoon, so that 
those members of the committee that have reservations to leave will 
be able to make their connections. 

Now, Mr. Hotfman, did you say that you wanted to put something 
in the record ¢ 
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Mr. Horrman. Yes. First, in reply to what you said, for myself 
I haven’t the slightest objection to a limitation on the time to be given 
each subcommittee member, and if you want to make it now, I “have 
no objection. 

Mr. CuvuporF. I don’t think that is going to be necessary, if we will 
agree not to interrupt the witness, interrupt each other, and shout at 
each other, why, I think that we will be able to 

Mr. Horrman. By that do you mean—and whatever you decide is all 
right with me—that, for instance, if Mr. Knox has the floor, I can’t 
ask him to yield? 

Mr. Cuuporr. Oh, yes; you can ask him to yield, as long as we keep 
the procedure in an orderly manner. I think that yesterda ly morning, 
the best way to describe it, we were rather disorderly, all of us. I am 
not speaking of any particular member. 

I want to say for Mr. Knox, I don’t think he took any part in the 
discussion, but I think we got rather overenthusiastic in the things we 
were trying to show, and I think that delayed our business a little bit. 

Mr. Horrman. No doubt you are right, and perhaps some of that 
grew out of the fact that certain remarks reflecting upon individuals 
in the administration were made. 

Now, I ask permission to introduce this article. 

Mr. Cuuporr. I just want to say in answer to that, Mr. Hoffman, 
that I have no apologies or regrets or reasons that I can think of to 
apologize for anything that I did yesterday, and I don’t want anybody 
to apologize to me, and I think we ought to continue with the business 
at hand, and we will get through, because we are trying to find out 
something about this power situation and not make speeches at each 
other. 

Mr. Horrman. For information, from here do we go to the Yosemite 
Valley? 

Mr. Cuuporr. That has been canceled, because none of the members 
think that it is necessary for us to go, and in view of the fact that we 
don’t have a majority of the subcommittee wishing to take the trip to 
inspect Yosemite National Park, I have canceled that trip, because I 
don’t think it warrants the expense. 

Mr. Horrman. May this be marked exhibit—what ? 

Mr. Cuuporr. I guess we can get that baby picture business in. 

Mr. Horrman. No, my understanding is under the rules we can’t 
print the picture. It is just a statement. 

Mr. Cuvuporr, And it is, of course, paid for and sponsored by 
America’s electric light and power companies, “names on request from 
this magazine.” 

Mr. Horrman. That’s right, page 9 of Collier’s, and that will be 
exhibit—what ? 

Mr. Laniean. Let’s call it exhibit 1, for today. 

(The document referred to, page 9 of Collier’s magazine, was 
marked “Exhibit 1,” and is as follows:) 

Mr. Cuvporr. Is Mr. H. D. Weller in the room, please, Northern 
California Municipal Utilities Association, city of Lodi? 

Will you come up and take the witness chair? 
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Whose electric bills will he have to pay ? 


Is this youngster going to grow up to help pay a lot of 
other people's electric bills—just as you do today? 


You're actually helping to pay the bills of + million 
businesses and homes that get subsidized electricity from 
federal government power projects 


Government-subsidized electricity is sold to cus- 
tomers for less than it costs. Who pays the difference? 
All taxpayers, including you 


If the groups that want the government to build 
more and more electric power projects have their way, 
your children some day may have to help pay many 
more millions of other people's electric bills 


Isn't that another good reason for opposing any 
more unnecessary federal government power projects? 


AMERICA’S ELECTRIC LIGHT AND POWER COMPANIES* 


*Names on request from this magazine 
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STATEMENT OF H. D. WELLER, CITY MANAGER, CITY OF LODI, 
CALIF., REPRESENTING THE CALIFORNIA MUNICIPAL ELECTRIC 
ASSOCIATION 


Mr. Wetter. First, Mr. Chairman, if I may, I would like to correct 
the record. 

I am representing my own city. 

Mr. Cueoporr. Would you just let me interrupt you for a minute. 
I thought it would be well to say that the hearings today, and this is 
for the members of the press and the people in the audience, will be 
devoted to hearing from customers of the Bureau of Reclamation and 
the Bonneville Power Administration about the problems they might 
have in obtaining access to power from the Central Valley project and 
the Columbia River power system. 

Now, will you identify yourself for the reporter ? 

Mr. WELLER. Yes. My name is H. D. Weller, city manager of the 
city of Lodi, San Joaquin County, and [ am representing, Mr. Chair- 
man and gentlemen, the California Municipal Electric Association, as 
distinguished from the California Municipal Utilities Association, a 
separate organization. 

I believe that Mr. Fay Frey, the secretary of California Municipal 
Utilities Association, will be here later this morning, but he is not 
present at the moment. 

The statement I have, gentlemen, is very general in nature. 

Mr. Cuuporr. Mr. Weller, I just wonder if you couldn't raise your 
voice a little bit. I can hear you, but there are a number of people in 
the back who are probably interested in what you have to say, and I 
am sure they can’t hear you. 

Mr. Lanican. Do you have copies of your statement available for 
the committee members ? 

Mr. We.ieR. This statement will not be read verbatim, sir. I have 
some notes here, and I am afraid that the carbons I have would not be 
accurate. 

Mr. Cuuporr. You may proceed. 

Mr. Wetuier. The statement I have is rather general in nature 
because our group was not certain as to the type of information the 
gentlemen of the committee would be interested in, so we felt that 
the opening statement would be left general, and if there are any 
questions, of course we would be glad to answer them. 

Of about 320 cities in California, there are 22 which own and 
operate power distribution systems and 11 of those are located in 
the northern and central part of the State in the area served by the 
Pacific Gas & Electric Co. Only 10 of those our group feels qualified 
to talk about. 

The city and county of San Francisco annually generates about 530 
million kilowatt-hours in connection with the Hetch Hetchy project, 
but as I understand it, that power is sold to Pacific Gas & Electric 
and P. G. & E., I believe, operates all of the distribution system 
in San Francisco, so they would not be considered. 

And the city of Lompoc in Santa Barbara County also operates 
its own distribution system. They are not a member of our group, 
and we are not familiar with the details of their operation. So my 
statement accordingly would concern itself with the remaining cities 
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m the P. G. & E. area, the cities of Alameda, Palo Alto, Lodi, Santa 
Clara, Redding, Roseville, Ukiah, Healdsburg, Gridley, and Biggs. 

All of these are located in the northern and north central part of 
California. 

Each of these incorporated communities owns and operates a muni- 
cipally owned distribution system. None of them possess any genera- 
tion facility. All of them ‘purchase their total power requirements 
from the Pacific Gas & Electric Co. 

These cities have maintained their distribution systems for many 
years, the earliest being the acquisition made by the city of Alameda 
in 1887, about 8 years, incidentally, after organization of the Calli- 
fornia Electric Light Co., which I believe was the first electric utility 
in the State. 

The systems in Palo Alto and Healdsburg began operations just 
before 1900, and the latest in this part of the State was the acqui- 
sition in the city in Redding in 1921. 

These cities in combination now purchase energy from Pacific Gas 
& Electric at the rate of about 430 million kilowatt-hours a year, 
with a total demand of about 90,000 kilowatts at an average cost of 
roughly 6.5 mills per kilowatt-hour. This unit cost, however, varies 
considerably, depending on use and on characteristics of the contracts 
with Pacific from about 6.1 mills in Redding to about 8.4 mills in 
the city of Ukiah. 

The figures that I have given are predicated on the old contract 
rates. Most of our contracts expired in late August of this year, 
with the exception of contracts in the city of Redding and the contract 
in the city of Alameda. 

The company rates, which we must assume are presently in effect 
are substantially higher and also raise our average cost from about 
the 6.5 mill figure I gave to about 7.3 mills, with some variations up 
to about 9.3 mills in some of the cities. 

The P. G. & E. total sales in 1954 were slightly in excess of 15 
billion kilowatt-hours, and the aggregate kilowatt-hour purchases by 
our group therefore amount to about 3 percent of the company’s sales, 
and incidentally about a quarter of the purchases made by the com- 
pany from the Bureau of Reclamation project in 1954 as reported by 
the company’s annual report for that year. 

Bulk power was purchased by these 10 resale cities from various 
predecessor utilities of P. G. & E. until about the mid-1920’s in most 
cases, and as each of us began taking our requirements from P. G. & E., 
the business was placed on a regularly filed tariff as approved by the 
State public utilities commission. This is as distinguished from a 
term contract. 

The rates charged at that time are the same as would be charged to 
any other customer in the same general category, and the rates there- 
fore are the same as would be charged to some other customers not 
engaged in the resale business. 

The first two generating units in the Bureau of Reclamation project 
at Shasta Dam went into operation in late June of 1944, June 2, I 
believe, making 150,000 kilwatts of electricity available from public 
sources for the first time, at least in this part of the State. 

This power, however, was sold to P. G. & E. under a contract with 
the Bureau consummated in September of 1943, although this contract 
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reserved for the Government the right to withdraw up to 50,000 kilo- 
watts for preference customers, or for other purposes on the furnish- 
ing of 6 months’ notice. 

In 1944 and 1945, shortly after these units went into operation at 
Shasta, contracts were offered by the company to the resale cities for 
the first time. The period proposed was 5 years, and the concessions 
offered in these contracts had the effect of reducing our existing rates 
by roughly 10 percent. 

All of the cities, with the exception of Roseville, executed these 
agreements, and they became effective in 1945. The city of Rose- 
ville entered into a contract for delivery of project power in 1945, 
I believe, and I think that that situation will be developed more fully 
by Mr. Koester, the manager of the city of Roseville, here this 
morning. 

The Bureau of Reclamation approached the city of Roseville, and 
the city of Redding in 1944 and 1945 with an offer to serve them from 
the Shasta project. To the best of my knowledge, those were the 
only cities contacted by the Bureau at that time, although there was 
no Bureau transmission facilities available south of Orov ville in Butte 
County at that time, and perhaps that was the reason that there was 
no other approach made. 

The Interior Department appropriation bill for 1946 included a 
request for funds to cover development of plans for a steam electric 
plant at Antioch in Contra Costa County, and for additional transmis- 
sion facilities for the Bureau project. This proposal was opposed 
before the Congress by the Pacific Gas & Electric Co. on the grounds 
that the company was prepared to offer its system for the purpose of 
firming up Bureau power. 

The Pacific Gas & Electric Co., incidentally, dedicated a steam elec- 
tric plant at Antioch in August of 1951. The original contract for 
the resale to cities was scheduled to expire in August and September 
in 1950. There had been various requests by the Bureau for addi- 
tional funds to construct transmission and steam generation facilities 
in the years following 1946, and in 1950 there was an appropriation 
bill introduced calling for $12 million for these purposes. 

At that time there was installed and operating capacities at the 
Bureau’s Shasta and Keswick Dams, amounting to about 425,000 kilo- 
watts, although the excess over pumping requirements and the require- 
ments of certain preference customers was being sold to the company. 

The company in late 1949 and early 1950 proposed to the resale 
cities that the existing contracts be superseded by new 5-year agree- 
ments prior to the scheduled expiration dates, which would have ‘been 
August and September of 1950. Assurance was given at that time 
that execution of these new agreements would exempt the resale cities 
from a general increase of about 6 percent in rates, which was then 
being considered by the company. This obviously would be subject 
to the approval of the State public utilities commission. 

In June of 1949 at about this same time the city of Redding held 
a pone election on the question of continuing its relationship 
with P. & E. or of changing over and undertaking delivery of 
power es the Bureau project. This campaign was rather bitterly 
fought, and it resulted in a decision by the people to stay with the 
company, the margin, I think, being 31 votes m that referendum elec- 
tion. 
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This was held in June, and a new contract with the company was 
entered into between the city of Redding and Pacific, and this new 
contract was effective in July of 1949. It established rates that were 
about 10 percent below the rates charged to most of the other resale 
cities, my own city, Alameda, Palo Alto, Santa Clara, several others. 

In December of 1949, about 5 or 6 months later, this Redding con- 
tract was amended to provide for an option to renew for an additional 
period of 5 years at the same rate, and the present contract, 1 believe 
would extend to July of 1959. During this period in 1949 and 1950 
the company continued its efforts to obtain new contracts in the other 
cities, and all of these agreements were executed by some time in 
September of 1950. 

It might be of interest to note that Mr. James Black, who was then 
president of Pacific Gas & Electric Co., testified before the House 
Committee on Appropriations in January of 1950 that the company 
had— 
recently signed contracts covering the next 6 years with all the principal cities 
in our territory owning their own distribution systems, 

Actually as I have indicated, all of these contracts were not exe- 
cuted until September of that year. 

During the calendar year 1950 the P. G. & E. purchased 1.835 
billion kilowatt-hours of energy from the Shasta-Keswick source, 
this representing surplus production at the project, and these pur- 
chases represented about 16 percent of Pacific Gas & Electric’s total 
sales volume for the year, and it compared with the total requirements 
of approximately 284 million kilowatt-hours for our resale cities as a 
group. 

In April of 1951, about 7 months after the execution of these new 
municipal contracts, the so-called wheeling agreement between Pacific 
and the Bureau of Reclamation was executed. The effect of this 
agreement was to make Bureau-generated power available to all of 
the resale cities in the company service area, with the exception of 
Lompoc, Healdsburg, and Ukiah. 

In August of 1951, 2 or 3 months after execution of the wheeling 
agreement, the regional office of the Bureau of Reclamation contacted 
the eligible resale cities, calling attention to their position as prefer- 
ence customers, and calling attention also to the existence of the wheel- 
ing agreement as finally approved by the State public utilities com- 
mission on August 27 of 1951. 

In July of 1951, how ever, the preceding month, Pacific Gas & Elec- 
tric Co. had filed with the State utilities commission an application 
for a general increase. It wasn’t clear at the outset that the special 
contract resale cities were intended to be increased in connection with 
this application, but our discussions with the company at that time 
determined that the only municipal exemption proposed was for the 
city of Redding. All of the municipal resale contract rates were sub- 
ject to an average increase of about 18.5 percent under the terms of 
the application. 

The Redding exemption was proposed, and this is a quote from the 
language of the public utilities commission decision in this case: 


To meet the competition from Government power produced at the nearby 
Shasta Dam. 
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The resale cities, with the exception of Redding, thereupon joined in 
a protest to this application. The position we took was that existing 
contract terms should not be disturbed, and that the competitive 
situation with respect to Government power was fundamentally the 
same in the case of all the cities, it was essentially the same as obtained 
in the city of Redding by reason of the operation of the wheeling 
agreement. 

A decision was handed down by the public utilities commission in 
October of 1952. With respect to the special contract rates it was 
ruled that there would be no change directly authorized, but that the 
commission felt. an opportunity should be afforded, either for re 
negotiation of the existing contracts, or for establishment of a rate 
which would be renegotiated from a new filed tariff. 

This new filed tariff which was a part of the decision was established 
at a rate which by projection made by the commission would have re 
sulted in an average increase to us of about 23 percent. 

However, our actual experience has Indic ated that this increase 
would be of the order of 28 or 29 percent, in a few cases as high as 
Ol percent. 

Subsequently, in 1953 the Plumas-Sierra RED, which had thereto 
fore been a resale customer of Pacific Gas & Electric Co. entered into 
a contract with, and began taking power from the Shasta-Keswick 
project. As of July first of last year Sacramento Municipal Utility 
District, which likewise had been a resale customer, began to take its 
power from the Bureau in accordance with the 40-year contract that 
had been executed between SMUD and the Federal Government. 

These two agencies require approximately 740 million kilowatt- 
hours per year at their present levels of service. In combination with 
the acquisition of other preference customers by the Bureau, the effect 
has been substantially to take project power out as a competitive 
source for the resale cities in this area. 

Our advice over the past 214 years from the Bureau representatives 
has consistently been that no surplus power is available for considera- 
tion by preference customers, 

Mr. Keithley, city manager of Palo Alto, as secretary of the North- 
ern California Munic ipal ‘Electric Association, has on file copies of 
oe requests for information on this point that we have asked for 
from the Bureau running back to, I believe, January of 1953. 

Mr. Chairman and gentlemen, that is all the information and testi 
mony I have, subject to questions from you gentlemen. 

Mr. Civuporr. Mr, Lanigan, do you have any questions / 

Mr. LaniGan. What has been the recent experience of the ‘ities with 
respect to this rate problem in the last year and a half or 2 years. 

Mr. Weiter. Well, in October of last year we began an ‘attempt to 
negotiate a rate with P. G. & E., which rate would presumably go into 
operation on the expiration of our existing contracts. We have not 
yet been able to reach an agreement with them. 

Mr. Lanigan. What rate is being proposed ¢ 

Mr. Wetter. Well, the rate that is being proposed and had been 
proposed is the filed tariff rate which has been approved by the State 
public utilities commission in the 1952 decision. 

Mr. Lanicgan. Would that be an increase over the present rate ? 

Mr. Weiter. A rather substantial one, yes; an average increase of 
about 28 percent, yes, sir. 
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Mr. Lanican. Now, as I understand it, in 1944 and in 1950 when this 
Government power was available, the company entered into negotiated 
contracts with the cities, is that right ? 

Mr. Wetier. Yes; I would say so. 

Mr. Lanican. They didn’t follow the filed tariff rate at that time? 

Mr. Wetier. No. My recollection is, and there were minor varia- 
tions in all of the contracts, but all of the rates were based on the filed 
tariff. 

The essential differences had to do with such things as multiple 
billing, elimination of the ratchet clause, and a couple of other fairly 
technical considerations which operated to reduce the power rate by 
about 10 percent below the filed tariff. 

Mr. Lanigan. What, if you feel able to answer, is the status of your 
negotiations at present with the company ¢ 

Mr. Wetter. Well, I hope I can say—perhaps Mr. Duval out in the 
audience can correct me—I think that our relationships are friendly 
and we are still hopeful that something can be worked out which will 
be satisfactory to both the cities and the company, and the utility 
commission. 

Mr. Lanigan. Have you been able to reach a negotiated rate as yet ? 

Mr. Wetter. No, sir; we have not. 

Mr. Lanican. Has the company refused to go below the filed tariff 
rate as yet ? 

Mr. Wenver. They did at one time, yes, sir. We received a letter. 
First we made a specific proposal to the company which was rejected 
by Mr. Sotherland, the president of the P.G. & E. We met with him 
subsequent to that, however, and we are still more or less in the 
discussion stage, and are still hopeful that something can be worked 
out. 

Mr. Lanican. When the Bureau of Reclamation asked the various 
cities in 1951 if they wanted power, did any of the cities in your group 
actively attempt to get Bureau power / 

Mr. Wetier. This was in 1945, sir? 

Mr. Lanican. In 1951 after the wheeling agreement. was reached. 

Mr. Wetier. No, sir; we didn’t. In fact, this was one of the bases 
for our protest before the utilities commission. We felt that we had 
existing contracts with the company which should be honored, and for 
that reason even though Bureau power happened to be available to us, 
we did not feel that we were entitled to break an existing contract. with 
Pacific. 

Mr. Lantean. When you say you felt they should be honored, that is, 
you say you felt that you were honor bound to keep the contract you 
had entered into? 

Mr. Weiier. Well, to make it perhaps more simple, we felt that 
Pacific Gas & Electric Co. should be bound, and by the same token, 
certainly we would have to be, too, if we were going to take that 
position. 

Mr. Lanican. Do you think the existence or nonexistence of a sup- 
ply of power from the Central Valley project has had any effect upon 
the rates which you have been paying, and have been asked to pay / 

Mr. Wetter. Of course that is a question of judgment, sir, but 1 
think that I could refer you to the record of quite a number of State 
public utility cases in this State where the utility commission has 
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stated consistently, and the Pacific Gas & Electric Co. has done like- 
wise, that the presence of competition was a factor in the fixing of 
rates, and that is a matter of record on the part of the State public 
utilities commission. 

Mr. Lanigan. According to your testimony, it was certainly a 
factor in the case of Redding because the State commission said so in 
its decisions. 

Mr. Wetter. That’s correct. 

Mr. Lanigan. Do you think it was a factor in working into the 
negotiated agreements which were entered into in 1950? 

Mr. Weiier. Well, if you are asking for a personal opinion, yes; I 
think it was an element that was considered. 

Mr. Lanigan. What has been the reply to the requests or inquiries 
tliat your members have made of the Bureau of Reclamation regarding 
the availability of Federal power ? 

Mr. Weuter. The last personal contact I made was I believe in 
January of 1955, and as 1 indicated, Mr. Keithley has been in cor- 
respondence with the Bureau on a half dozen occasions since that time, 
and the reply we have received consistently was that there was no 
power available. 

Mr. Lanican. Has there ever been any indication by the Bureau 
of Reclamation that there is a block of 33,000 kilowatts of power, of 
firm power, which is not being presently marketed to a preference 
customer 4 

Mr. Wetier. We have received no such indication from the Bureau ; 
ho, sir. 

Mr. Lanican. Have you or any of your members made any inquiries 
on that subject to the Bureau 

Mr. Wetxer. I believe that the Secretary of our Association has 
made an inquiry, yes, since this information was given tous. Whether 
or not he has received a reply, I don’t know, although I understand 
that he has not. 

Mr. Lanigan. Would the amount of 33,000 kilowatts help alleviate 
the problem of at least some of the cities in your group ¢ 

Mr. Wetxer. Well, obviously it wouldn't be enough to constitute a 
fully competitive source. It would represent, perhaps, a third of our 
present requirements in total, and with our aggregate load building 
up at the rate of perhaps 6 or 8 percent per year, I think that it might 
at most be adequate to take care of 1 or 2 of the smaller cities in the 
group over a period of, let us say, 5 or 10 years. 

Mr. Lanigan. Are your cities interested in purchasing Federal 
power if and when it becomes available / 

Mr. Wetier. That is a question, sir, I am afraid I can’t answer, but 
I believe none of the gentlemen here this morning can answer for our 
respective city counc ils. Thatisa policy decision. 

Mr. Lanican. That decision would have to be made by the city 
council at that time ? 

Mr. Wewuer. Yes, sir. I think certainly in my own case there would 
be consideration given to that prospect. Whether or not they would 
be willing to accept it, 1 don’t know. 

Mr. Lanican. However, you have been keeping, or at least some of 
your members have been keeping in close contact with the Bureau on 
the problem of availability of power. 

Mr. Weiter. Yes, sir; that is true. 
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Mr. Lanican. When the Trinity River project was authorized by 
Congress, the Congress kept in the usual power features, but added a 
provision which enabled the Department of the Interior to come 
back within 18 months, with a recommendation as to whether a part- 
nership should be formed on Trinity River power, or whether the 
bill should remain as it had passed, that is, providing for Federal 
generation and public preference, and then asking the Secretary of 
the Interior to come back. 

To your knowledge, has the Secretary of the Interior contacted Lodi 
or any of the cities with respect to their needs for power as preference 
customers ¢ 

Mr. Wetter. Not to my knowledge, no. 

Mr. Lanican. That is all the questions I have. 

Mr. Cuuporr. Mr. Knox. 

Mr. Knox. Well, Mr. Weller, has your city at any time ever made 
a direct application to the Dap utment of the Interior for power from 
the federally controlled dams ¢ 

Mr. Wetter. By that do you mean, sir, have we told them that we 
would accept it, and the only question that remains is whether or not 
it is available? 

Mr. Knox. No. My question is has your city ever made an ap- 
plication for the purchase of power direct from the federally con- 
trolled dams? 

Mr. Wetxer. We have formally requested them for information as 
to whether power would be available. 

Mr. Knox. You did not then make an application for power, for 
firm power? 

Mr. Weturr. Not if I understand your definition correctly; no, sir. 

Mr. Knox. On the question of rates which have been est: ablished by 
your own State, In your opinion, what ‘an the Congress do about 
setting rates for our respective cities? 

Mr. WELLER. Again this is a personal observation, but I think that 
they do far less than they used to under the old reclamation policies. 
That is a personal observation. 

Mr. Knox. Do you contend, then, that the United States Congress 
supersedes the Public Utilities C ommission of your State / 

Mr. Wetirr. Quite to the contrary, sir, I think they should not. I 
think that the State and the local agencies odd have that authority. 

Mr. Knox. It it not the authority of the State ? 

Mr. Wetter. Yes. 

Mr. Kwox. Are you appealing to the Congress to intercede in 
your behalf ? 

Mr. Wetter. | don’t think that I have made the request, at least 
not to my knowledge, that there should be more Federal projects au 
thorized. That is not my field. 

I am just a city manager. It isa question of policy on the part of 
the Congress and on the part of the other interested agencies. 

The question which has been asked of me in substance, as I under 
stand it, is whether or not the presence of a comparative power source 
has some influence on the establishment of rates at the State level, 
and my reply to that was, “Yes, I believe it has.” 

Mr. Knox. The question was asked of you relative to the supposed 
33,000-kilowatt block that was available, as to what relief it would 
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bring to this respective area. Have any of the cities, to your know!l- 
edge, applied for this block of power ¢ 

Mr. Wetier. No, sir; I am quite sure they haven't. We have been 
advised to the contrary for the past two and a half years that there 
was no such power available. 

Mr. Knox. If the P. G. & E. should withdraw from the furnishing 
of power to the respective cities which you have named, and there are 
many more, because you mentioned 300 cities, would the Government 
projects in the area be of sufficient output to supply all the cities, if 
you had all of the power from the Federal projects / 

Mr. Wetter. I would say just as a matter of personal belief that it 
would be more than adequate, yes, sir; but I can’t say that as an ex- 
pert. I don’t know. 

But on the assumption that our requirements were as I have indi- 
cated, something of the order of 90,000 kilowatts, and the output as 
between Shasta and the Keswick and, I believe, Folsom, is something 
in excess of 400,000 it would seem obvious to me that there would be 
an adequate supply. 

Now, what the requirements of the other preference customers, the 
other Federal customers are, I don’t know, and that could alter the 
situation, of course. 

Mr. Knox. What position would your respective cities be in when 
it comes to the question of absorbing excess power because of higher 
peak loads? Would you be in a position to purchase that from the 
Government, or would it be left to the Government to dispose of in 
some other manner ¢ 

Mr. Wetier. I would assume we would not be in a position to 
absorb any substantial amount of excess power. 

Mr. Knox. Are you aware now of how the excess power is disposed 
of from the Government dams? 

Mr. Wetter. My understanding is it is disposed of under an agree- 
ment with Pacific Gas & Electric. 

Mr. Knox. When the Government project then would notify the 
P. G. & EF. that they had an excess of, we will say, 100,000 kilowatts, 
what would the P. G. & E. do in that instance ? 

Mr. Wetier. I would assume that they would cut down on their 
steam electric generation in order to balance off the system. I am not 
familiar with the technical aspect. 

Mr. Knox. I believe you are absolutely right. I believe that is 
what they would have to do, also, and they would be in a position, 
of course, of absorbing the excess power at a lower rate, of course, 
than what the firm power was contracted at. 

If there was no such agreement or contract with the private utilities, 
lo you feel that it would be in the best interests of the Government to 
be unable to dispose of the excess power at periods throughout the 
year? 

Mr. Weuier. Well, I would hesitate to answer because I am not 
qualified to say whether that would necessarily mean they would be 
unable to dispose of it. 

Mr. Knox. Do you feel then that the agreements or the contract 
that the Government has with P. G. & E. are in the best unterests of 
the Government, so they may dispose of their excess power ? 

Mr. Wetter. I frankly haven't given that any consideration. 
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Mr. Knox. Well, I think it is one question that naturally the Con- 
gress should be interested in. 

Mr. Wetter. I agree, sir. 

Mr. Knox. And one of the questions that has never been fully ex- 
plained to me is as to how a municipality that only has a certain 
demand for power could operate with the Federal Government and 
expect the Federal Government was going to receive every ounce of 
revenue that was possibly available from the project. There is a very 
major question in my mind as to the contracts that now are in effect 
with the private utilities as to whether the Department of the Interior 
has entered into the contracts wisely and in the best interests of the 
Government. 

You have no opinion on the question of whether the cities would be 
in a position to absorb the peak power at certain times of the year. 

Mr. Wetter. Well, I think, Mr. Knox, it is obviously a question of 
size. As I have indicated before, none of us has any generation facili- 
ties of our own so that we would not have the alternative which the 
company has, and which some of the southern California cities have, 
for example, of offsetting the additional hydro at certain peak periods 
by cutting down on the steam-electric generation. We wouldn’t be 
able to do that, because we don’t have any steam-electric generation. 

Mr. Knox. In the testimony given here yesterday, it was brought 
out that there was a table of rates used for the firm power and also 
for the excess power, and of course when you get down to the excess 
power, I believe it was 2.4 mills, something like that, and if it was 
100,000 kilowatts in excess power, then the cities would be obligated 
to pay at that rate for that excess power whether they used it or not. 

And I think that is something that is very fundamental to the overall 
picture as far as Government. power contracts with private utilities 
and as to the need as far as the cities are concerned, and there certainly 
must be some standby power, as you well realize, and as to just how 
much standby power could be made available by the Government with- 
out a firm contract with a public utility, and expect to still survive 
and give you what you call a cheap rate of power for your city— 

Mr. Wetier. W ell, this is outside my field, sir, but I think perhaps 
I might point out that there are various public utility districts and 
other public agencies which either generate or distr ibute power other 
than cities. 

As a matter of fact, the largest one certainly in northern California 
is the Sacramento Municipal Utility District, which is not a part of 
our group. It is not a city. It is a district area which serves power 
to subst: antially all of Sacramento County and I believe parts of Sut- 
ter County, so that the requirements of those districts also should be 
considered in the total picture. 

Mr. Knox. Where does the Sacramento district. receive their power 
from now ? 

Mr. Weutier. Perhaps I shouldn’t even have mentioned it, Mr. 
Knox, because I am not familiar with their operation. They are 
under contract with the Bureau of Reclamation. They also have a 
contract with the Pacific Gas & Electric Co., I believe, for delivery 
in 1957 or 1958. 

So far as I know, they are now taking all or practically all of 
their requirements from the Bureau, but I can’t certify to that. They 
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also have in the mill the prospect of, I believe, both hydro and steam 
generation facilities in the next decade or so, but at the present 
moment their primary contract is with the Bureau of Reclamation. 

Mr. Knox. Then why are they now negotiating a contract with the 
P. G. & E.? Is it because the Federal project is unable to furnish 
them with the amount of firm power that is needed as far as their 
growth is concerned, or prospective growth ? 

Mr. Wetrer. Once again, and only as an interested bystander, I 
believe the reason for it is that while they anticipate that the Bureau 
will be able to deliver their requirements at the peak in this 40-year 
contract, at the present moment I think there is some question, or 
there will be some question in the next 3 or 4 years as to whether or 
not Shasta-Keswick-Folsom would be able to put out enough firm 
power to take care of their requirements during this short-term period. 

Mr. Knox. I believe I understood you to say that your respective 
cities had never made a firm application to the Bureau for power, 
but had negotiated with the P. G. & E. and had a satisfactory rate. 
is that true ? 

Mr. Wetter. I wouldn’t care to stipulate the rate was satisfactory, 
sir. It wasthe best we were able to obtain. 

Mr. Knox. I understood you to say that your cities had negotiated 
with P.G. & EF. on a 5-year contract, is that not right ? 

Mr. Wetter. In 1950 and 1951, yes, sir. As a result, or as a part 
of our execution of that agreement, we sent letters to our representa- 
tives in Congress and to the State public utilities commission indicat- 
ing our reason for having signed the contract. 

We indicated that we did not agree necessarily that the rates in 
the contract were the best that might and perhaps should have been 
required of the company, but that on the basis of our best informa- 
tion there would be no competitive power source available during the 
life of the contract, and for those reasons we were compelled in essence 
to sign it. 

Mr. Knox. Were you compelled by the vote of the people of the 
district voting on the question of purchase of power, whether it 
should be from the private corporation or the public / 

Mr. Wetuer. At that time, Mr. Knox, there was no alternative. 
P. G. & E. was the only source of power in our area. 

Mr. Knox. These hearings that are being held here today, and the 
statments that you have made, would indicate to me that the major 
question is relative to rates that have been established by the Cali- 
fornia Public Utility Commission, which are, I believe you said, 
28 percent higher than what the present contract that you have with 
P. G. &. E. 1s. 

Mr. Wetter. Yes, sir. 

Mr. Knox. Do you feel that the Congress can assist you in any 
way in the establishing of rates? 

Mr. Weuirr. I can only go back to my previous answers, Mr. Knox, 
in saying that the State public utilities commission itself, as well as 
Pacifie Gas & Electric Co., have consistently indicated their belief 
that there is a substantial influence exerted on the rate structure as 
established by the State commission, if there is some kind of alterna- 
tive power source available. 

Mr. Knox. May I ask if you have ever been informed of the per- 
centage that public utilities are based on earnings by the public 
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utilities commission, what they use as a figure for a base? Was it 
( percent, 8 percent, 10 percent ? 

Mr. Wetter. It varies, I believe, not only from State to State, but 
also from utility to utility. Telephone is different from gas and elec- 
tricity and water is different from either of the two. 

Mr. Knox. Let’s keep our remarks to the power question. 

Mr. Wetuer. Yes; I am generally familiar that there is a given 
ratio or there is an area within which a ratio is established. 

Mr. Knox. Do you know what the base it 

Mr. Wetter. I believe that the rate that was established on the 
basis of utility commission estimates in 1952 was about 5.9. Is that 
correct, Mr. Duval, do you recall, sir? 

Mr. Duva.u. 5.55. 

Mr. Wetier. I might have known it would be lower. 

Mr. Knox. Do you feel that is not excessive, but a fair return for 
the investment of a private utility ¢ 

Mr. Wetter. I feel only that I would not be able to answer the 
question, Mr. Knox. 1 don’t know. 

Mr. Knox. The reason why I asked you the question, I believe 
xround 6 percent is the figure that is used as far as a fair return on 
the investment is concerned, throughout the Nation. It may vary 
a little, as vousay. It is 5.5 here. 1 know in my State it is 6 percent 
that the public utilities allows as a return on the investment. I be- 
lieve that is all, Mr. Chairman. 

Mr. Cuvporr. Mr. Jonas. 

Mr. Jonas. I didn’t understand how you arrived at that 28 percent 
figure. I though you said that the current contracts now average 
6.5 mills, and then the new average will be 7.3 mills. That would be 
eight-tenths mill difference. That wouldn’t amount to 28 percent, 
would it 4 

Mr. Wetver. I may have made a mistake in my figures, Mr. Jonas. 

Mr. Jonas. You had read the figures from your paper. 

Mr. Weuier. Yes, that is the point. There may be a typographical 
error in there. It is 6.54 mills at the present time, as I recall. 

Mr. Jonas. Then my next note says you indicated you said the 
new average will be 7.3, is that right? 

Mr. Wetter. That is what I said; yes, sir. 

Mr. Jonas. That would be eight-tenths of 1 mill, is that correct ? 

Mr. WeEtiEr. Yes, sir. 

Mr. Jonas. That would not be an increase of 28 percent. 

Mr. Wetter. It would be 8.3, approximately, wouldn’t it? 

Mr. Jonas. I did not carry it beyond the 1 

Mr We ter. I think that is correct, and I think my original figures 
must have been wrong, because the 28 percent figure is correct. 

Mr. Jonas. Are we still in agreement that the difference of the 
increase is eight-tenths of 1 mill? 

Mr. Wetter. We are, I think, in agreement that the increase is 28 
percent. 

Mr. Jonas. No; we are not in agreement on that. I don’t see how 
you arrive at that. 

Mr. Wetier. I think that the figure which I gave earlier, sir, of 

7.3 mills ‘must have been either an error in computation or an error 
in typing, because the increase is in fact an average of 28 percent, and 
our present average rate is, as I recall it, 6.54 mills, and an increase 
of 28 percent, just figuring hastily, I make to be 8.3, so that I think 





874 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


that the figure which I gave earlier should have been 8.3, rather than 
7.3, 

Mr. Jonas. I did not misrepresent your testimony. You did say 
7.3. 

Mr. Wetter. Yes, sir; I did indeed, and I am sorry. 

Mr. Jonas. You think now you should have said 8.3? 

Mr. WetuerR. Yes, sir. 

Mr. Jonas. How many mills would that be? 

Mr. Wetter. That will be 0.83 cent, 8.3 mills. 

Mr. Jonas. 8.3 mills. 

Mr. Wetter. Yes, sir. 

Mr, Jonas. Now, how is it that you can have a contract with the 
private utility, which I imagine is a firm contract, and still the rate 
may vary? Is that reserved in the contr: ict, or is the rate flexible? 

Mr. Weer. Well, there are two basic reasons for it, Mr. Jonas. 
One of them is the size of the city involved, because there is a block- 
ing system set up so that the more power you use essentially given 
certain system characteristics, the more you use, the smaller the unit 
cost becomes. 

The second element is the fact that the cities of Healdsburg and 
Ukiah under the old contracts were at a rate of about 15 percent 
higher than the others, that is, the basic rate. 

Mr. Jonas. Just take Lodi, that is your own city. Is your city 
one of those that had contracts ? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. With the private utility ? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. Long-term contracts ! 

Mr. Wetter. Five years; yes, sir. 

Mr. Jonas. Under which you were required to buy all of your power 
requirements under that contract ? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. Was the rate not fixed, or was the rate left flexible to be 
determined by the utilities commission from time to time? 

Mr. Wetuer. That of course was the basis on which our whole argu- 
ment in 1951 and 1952 rested. The contention of the company was that 
the rates would be flexible. 

Mr. Jonas. What did the contract say ¢ 

Mr. Wetter. The contract stipulated the rate structure, but all 
State of California contracts also stipulate—they have a common pro- 
vision—that this contract and every part thereof shall be subject, to 
modification from time to time by the State public utilities commission 
in the exercise of its jurisdiction. 

Mr. Jonas. Well, it is under that provision that the new rates have 
been fixed from time to time. 

Mr. Weiter. No, sir. I am afraid I haven’t made the point clear. 
By reason of the 1952 decision, the existing contract rates, that is, 
the rates that were set out in the contract to begin with, were held, that 
is, the public utilities commission did not set those : aside, and the rate 
that we are now talking about, after expiration of our contracts, is the 
rate which was fixed as a filed tariff by the utilities commission in 1952, 
which is different from and separate from the contract rate. 

Mr. Jonas. Yourcurrent contract has how long to run ? 
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Mr. Wetter. Our current contract expired in August, August 27 of 
this year. 

Mr. Jonas. And you are not under a contract now ? 

Mr. Wetier. We are trying to work one out. 

Mr. Jonas. But it hasn’t been executed ? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. Now, you said that in 1944 the first two generators at 
the Shasta Dam were completed and began to develop power. 

Mr. WELLER. Yes, sir. 

Mr. Jonas. You have got the figure there, but I would like to have it 
in my notes. You said all of that power was sold in 1944 to P. G. & E. 
by the Bureau of Reclamation, and then you gave the figure. What 
did it amount to? 

Mr. Wetter. I don’t know how many kilowatt-hours, sir. The 

rated capacity was 150,000 kilowatts, and I believe that they are oper- 
ated at something like 10 percent over plate capacity. 

Mr. Jonas. The 150,000 is the base figure ? 

Mr. WELLER. Yes. 

Mr. Jonas. 150,000 kilowatts was the capacity of those 2 generators? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. And they came into production in 1944. 

Mr. Wetter. Yes, sir. 

Mr. Jonas. And the contract was executed by the Bureau with 

.G.& E. in 1944? 

Mr. Wetter. 1943, sir. 

Mr. Jonas. By which P. G. & E. got all of that power subject to the 
withdrawal clause which I am coming to. 

Mr. Wetter. Yes, sir. 

Mr. Jonas. P. G. & E. got all of that power, but a provision was in- 
serted in the contract authorizing the Bureau to withdraw 50,000 kilo- 
watts of that power for preference customers. 

Mr. Weer. Yes, sir. 

Mr. Jonas. Perhaps on some notice. 

Mr. Wetter. Six months, as I understand it. 

Mr. Jonas. Six months’ notice ? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. Can you explain why the Bureau reserved the right 
to withdraw only one-third of the power for preference customers. 

Mr. Wetter. No, sir: I can't. 

Mr. Jonas. The figure would indicate that the Bureau in 1944 
reserved the right to ‘withdrs aw only one-third of the capacity. 

Mr. Wetter. I am not clear, Mr. Jonas, on that contract, whether 
that 1943 contract was intended to include the subsequent generation 
facilities as they came on the line. The first 2 units came on in late 
June, and I believe that all or nearly all of the 5 units at Shasta were 
on the line within a period of perhaps a year after that. I don't 
recall the dates. 

Mr. Jonas. What I am asking you is, is it not true the Bureau of 
Reclamation in 1944, when it made this contract with P. G. & FE. 
failed to put in the contract the right to withdraw all of the power, 
and only reserved the right to withdraw one-third of it for preference: 
customers. 

Mr. Wetter. The information I have is that their right to withdraw 
was limited to 50,000 kilowatts; yes, sir. 
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Mr. Jonas. What happened to the proposal to build the steam 
pli ints and transmission lines that you said had been proposed to 
Congress in 1944 or 1945? Were they authorized ? 

Mr. Wetter. I believe not, sir. I am not familiar with the com- 
plete course of that appropriation bill, but I think not. 

Mr. Jonas. You have it in your statement, and I think you said 
1944 or 1945. 

Mr. Wetter. In 1946. I don’t have the amount of the request, 
but I believe it was primarily for plans and specifications, as distin- 
guished from actual construction. 

Mr. Jonas. But the money was never appropriated ? 

Mr. Wetter. I don’t believe so, Mr. Jonas; but I can’t certify to 
that. 

Mr. Jonas. Now you said that in 1951 the Bureau contacted the 
resale cities. 

Mr. WettErR. Yes, sir. 

Mr. Jonas. And inquired whether they desired Bureau power, and 
did the cities respond at that time and say no? 

Mr. Wetter. We responded by saying that we had an existing con- 
tract with the company; yes, sir. 

Mr. Jonas. You were offered the power in 1951, or an inquiry was 
made of you at that time as to whether you were interested in power, 
and you stated you were not, because of the existing contracts. 

Mr. Wetier. Yes, sir. The Bureau represent tives indicated that 
they might be able to work out a contract which would begin as of the 
expiration date of the existing agreements with Pacific. 

Mr. Jonas. Do you know what the capacity of the Shasta Dam now 
is in kilowatts? It is around 300,000, isn’t it ? 

Mr. Wetter. I was under the impression it was more than that, 
but I have a letter here from the Bureau which I think will give it. 
I can’t find that right offhand, Mr. Jonas. 

My recollection is, however, that there are 5 generation units of 
75,000 kilowatts apiece, which are operated at something like a 10 
percent factor over the plate capacity. That would be, then, some- 
thing in the order of 400,000 kilowatts, I should think. 

Mr. Jonas. You think it is 400,000 instead of 300,000 ? 

Mr. Wetter. I think that the plate capacity would be 375,000. I 
don’t know if any of the other gentlemen know. 

Mr. Jonas. What is the general rule with an existing capacity of 
375.000 kilowatts? Could a utility system safely contract to sell that 
much? Don’t they have to hold some in reserve ? 

Mr. Wet.er. If there were no steam electric facilities, I would 
assume that they would not be able to sell anything like that full 
rated capacity, no, sir. 

Mr. Jonas. The Government does not own any steam generation ? 

Mr. Wetter. No, sir. 

Mr. Jonas. In connection with the Central Valley project. The 
Central Valley project is a Bureau of Reclamation project, and not 
a power project, not a Corps of Engineers project ? 

Mr. Wetuer. Yes. 

Mr. Jonas. Does that mean that the first right to the power may 
be exercised by people who desire irrigation, or is the first use for 
irrigation ? 
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Mr. Weuter. I am not familiar with the law. My understanding, 
however, is that these are multipurpose installations, and the pri- 
mary use is for irrigation, flood control. 

Mr. Jonas. That's right. The users of water in the Central Valley 
project for irrigation purposes must come first, is that not true? 

Mr. Weiser. That is my understanding. 

Mr. Jonas. And the users of power t take what is left, depending 
upon how much water is used for irrigation might control] the amount 
of power that would be possible to sell from the project for electricity, 
is that not true? 

Mr. Wetier. Yes. It would have some effect. There would be 
other elements, too. Of course the irrigation season and the relation- 
ship of irrigation season to peak pumping season, with the peak hydro 
season, and so on, I am not familiar with those. 

Mr. Jonas. Those things to which you have just referred are some 
of the reasons why it is necessary to have some backup source of 
power from steam generation, isn’t it? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. And that would indicate the need for a contract with 
somebody who has steam generation to provide for the backup power? 

Mr. Wetter. Yes; I would think one of those alternatives would be 
desirable. 

Mr. Jonas. That is all. 

Mr. Crouporr. Mr. Hoffman. 

Mr. Horrman. You said there were some 320 municipalities in the 
State. 

Mr. Wetirr. Yes, sir; that is total, however. 

Mr. Horrman. And the association to which you belong represents 
22 of those cities ? 

Mr. WettEr. No, sir; it represents about 10 of those cities. 

Mr. Horrman. Well, you used the figure 22. What is that? 

Mr. Wetter. The figure 22, sir, is the number of California cities 
engaged in the electric ‘business in one way or the other in California. 

Mr. Horrman. And, under your State laws, do the cities have 
authority to build generating plants? 

Mr. Wetter. Yes, sir; they “have. 

Mr. Horrman. So that, if they desire, they can construct their own 
generating plant? 

Mr. Wetter. Yes, sir; that is correct. 

Mr. Horrman. Do they need additional power at this time—the 10? 

Mr. WetiEr. Not to my knowledge, no, sir. 

Mr. Horrman. So you have no complaint at present of a shortage 
of power? 

Mr. Weturr. Not at the present time, no, sir. 

Mr. Horrman. And, as I understood vour testimony, you have no 
fault to find with the P. G. & E.? 

Mr. Wetter. Yes, sir. 

Mr. Horrman. Have you? 

Mr. Wetter. That is a broad question, Mr. Hoffman. 

Mr. Horrman. If you have, let’s have it. 

Mr. We tier. With respect to the service that is rendered by Pacific 
Gas & Electric Co., my answer would be no, I have no fault to find. 
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Mr. Horrman. That is to say, you are getting all the power you 
need, and getting it in a businesslike, effective way ? 

Mr. Wetter. Yes, sir; I think that is correct. 

Mr. Horrman. Your only complaint, as I understand it, then, is 
that you want cheaper power. 

Mr. Wetter. We want power at what we are satisfied is a fair rate, 
yes, sir. 

Mr. Horrman. Do you want cheaper power? 

Mr. Wetter. It is our feeling that a fair rate would be less than 
what we are paying now. 

Mr. Horrman. The answer to my question is that you want cheaper 
power than you are getting now, isn’t it? 

Mr. Wetter. That’s correct. 

Mr. HorrmMan. But the rate which the P. G. & E. can charge is fixed 
by your State public utilities commission ? 

Mr. Wetter. Yes. 

Mr. Horrman, So, basically you should go to that body first if you 
are unsuccessful in your bargaining with P.G. & E., shouldn’t you? 

Mr. WELLER. Yes, sir. 

Mr. Horrman. Have you done so? 

Mr. WELLER. Yes, sir. 

Mr. Horrman. And you did not get any relief? 

Mr. Wetter. Well, we got a filed tariff, which is 28 percent higher 
than the existing contract rate. 

Mr. Horrman. That is, they gave the P. G. & E. more, while you 
are asking for less. 

Mr. Weiter. That is the essence of it, yes. 

Mr. Horrman. And have you any particular criticism of your State 
public utilities commission, either as to its judgment or its faithful- 
ness to the public interests ? 

Mr. Wetter. I hope that is outside the scope of this hearing, sir. I 
have no opinion. 

Mr. Horrman. That is a fair question. Do you think the California 
Public Utilities Commission is acting unfairly, to the detriment of 
your cities? 

Mr. Wetter. I would say that they are certainly sincere in their 
belief that they are acting in the best interest of the State. 

Mr. Horrman. But mistaken in their conclusion, in your opinion ? 

Mr. Wetxer. To some extent, perhaps; yes, sir. 

Mr. Horrman. Now, do these municipalities, the ones you represent, 
the 10, own their own distribution systems ? 

Mr. Wetter. Yes, sir. 

Mr. Horrman. Do they pay any tax on those? 

Mr. Wetter. No, sir; they don’t. 

Mr. Horrman. Does the P. G. & E. pay a tax on its generating 
plant ? 

Mr. Wetter. Well, my answer, frankly, sir, would be “No,” but I 
know that isn’t the one you want. 

Mr. Horrman. You say they do not. 

Mr. Wetter. I believe that their rate payers do. 

Mr. Horrman. What? 

Mr. Wetter. I believe that their rate payers do. I don’t believe 
that the company, as such, does. 
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Mr. Horrman. Doesn’t the corporation, as such, pay the same taxes 
as the average individual? I don’t mean in amount, but in classi- 
fication. nai 

Mr. Wetuer. Those taxes are a part of the rate structure, which is 
approved by the Public Utilities Commission, so that as a practical 
matter they are paid as a part of the power rate by the customer. 

Mr. Horrman. What you mean is, the customer eventually pays 
the tax. 

Mr. Wetter. Yes, sir. 

Mr. Horrman. Well, isn’t that true with reference to—what busi- 
ness are youin? Are you just the manager 4 

Mr. Wetter. Yes, sir. 

Mr. Horrman. Were you ever in any other business? 

Mr. Wetter. Oh, I have been in several other businesses. 

Mr. Horrman. What kind of business, mercantile, industrial, manu- 
facturing, or what? 

Mr. Wetter. In the advertising business. 

Mr. Horrman. And you paid an income tax, did you, to the Federal 
Government ? 

Mr. Wetter. Yes, sir. 

Mr. Horrman. And you paid city taxes and county and State taxes 
on your equipment and all? 

Mr. WetuER. Yes, sir. 

Mr. Horrman. And your customers paid that tax, didn’t they? 

Mr. Wetter. Yes. 

Mr. Horrman. According to your theory, you never paid any tax, 
did you, if you follow your argument logically? You never paid any 
tax, did you? 

Mr. Wetter. Yes; that’s correct, sir. 

Mr. Horrman. Your customers paid it. You didn’t have anything 
except as your customers gave it to you, did you? 

Mr. Wetter. That’s correct. 

Mr. Horrman. And you added to their bills all your tax payments, 
so as a matter of fact, 1f we follow logically your argument that the 
P. G. & E. doesn’t pay any taxes, that it is paid by the customers, 
you and I are both in the same category. Neither one of us pays any 
tax, do we? 

Mr. Wetter. That’s correct. 

Mr. Jonas. Before you give up the floor, would you yield to me? 

Mr. Horrman. Yes, I yield. 

Mr. Jonas. I meant to ask you about this SMUD contract. You 
said it was a 40-year contract ? 

Mr. Wetter. That is my understanding, Mr. Jonas. 

Mr. Jonas. You used the initials. It is the Sacramento Municipal 
Utilities District? 

Mr. Wetter. That’s correct. 

Mr. Jonas. Do you know when that contract was executed ? 

Mr. Wetter. In 1953, I believe, Mr. Jonas, although it was effective 
in July of last year, I believe. 

Mr. Jonas. Do you know how many kilowatts of firm power it 
involves ? 

Mr. Wetter. I believe the ultimate peak will be of the order of 
290,000, but that is only my own memory and understanding. 
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Mr. Jonas. Will that come out of the 375,000? 

Mr. Wetter. Well, the 375,000 we were talking about, Mr. Jonas, 
was only at Shasta. 

Mr. Jonas. The other projects are not complete yet. 

Mr. Wetter. Well, there is a second dam at Keswick which also has, 
[ think, 3 units of 25,000 kilovolts each. 

Mr. Jonas. That would be 75,000 to add to the figure? 

Mr. Wetter. Yes, sir. 

Mr. Jonas. Now, that is all that is in existence today. 

Mr. Wetter. So far as I know; yes, sir. 

Mr. Jonas. That would be 450,000. 

Mr. Wetter. I think that is approximately it. 

Mr. Jonas. You mean that SMUD has a contract to get 290,000 
of that? 

Mr. Wetter. That is my recollection, Mr. Jonas. I have not seen 
the contract. I have just discussed it briefly with the manager of 
the district. 

Mr. Jonas. But you do understand that it ultimately involves the 
delivery of the energy from 290,000 kilowatts ? 

Mr. Wetter. That is my recollection and understanding, but as 
I say, I don’t certify to it. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Mr. Hoffman, 1 wonder if you would yield to me for 
just one question / 

Mr. HorrmMan. Sure. 

Mr. Cuvuporr. Mr. Hoffman had asked you, Mr. Weller, about 
whether you had ever been in business, and whether you ever paid any 
taxes, and I believe that you told him that your theory was that the 
consumer, the person that gets your services, eventually contributes 
the taxes by your adding it into your price. 

Of course P. G. & E. does the same thing. They figure that in 
on their rate when they are asking for a rate. But one thing that Mr. 
Hoffman forgot to ask you, and I think it ought to be in the reeord——— 

Mr. Horrman. Maybe I was going to ask him later. Pardon me 
for interrupting. 

Mr. Cuuporr. Maybe you were. The thing that I would like to 
know is as an individual in the advertising business you were never 
guaranteed a fair return on your investment, were you, by any law? 

Mr. Wetter. No. 

Mr. Cuvuporr. And under the laws of the State of California, if 
Mr. Knox’ figures are correct, the P. G. & E. are guaranteed a fair 
return on investment, to wit, 6 percent after paying all taxes; isn’t 
that right / 

Mr. Kwox. 5.5. 

Mr. Cuuporr. 5.5? 

Mr. Weiter. Yes. 

Mr. Cuvuporr. So it is a litle different between the corporation that 
operates a utility and an individual; isn’t it? 

Mr. Wetter. Oh, yes; there is a substantial difference. 

Mr. Horrman. Now, let’s look at the hole in that argument. 

Mr. Knox. Mr. Hoffman, would you yield to me a moment? 

Mr. Horrman. Just as soon as I point out the hole in his argument. 

Now, do you mean to say that P. G. & E. is guaranteed a net profit 
on its investment and operations? Don’t you want to change that 
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answer? All that you really mean is that 5.5 is taken into considera- 
tion in fixing the rate; isn’t that it ? 

Mr. Wetter. Well, of course, the—— 

Mr. Horrman. No, no; that is the only reason or_the only way in 
which any 5-percent business: is figured, is in fixing the rate. 

Mr. Wetter. If I may be permitted to answer, Mr. Hoffman, the 
basis on which the rate is predicated is an estimate of the revenue 
which will accrue under a certain rate structure, so you have a question 
which comes first, the chicken or the egg. 

Mr. Horrman. Oh, no. 

Mr. Wetter. And the answer to the question, I think, is that the 
rates are fixed on the basis of the 5.5 rate of return. 

Mr. HorrMan. Sure, in fixing the rate the California State Public 
Utilities Commission takes into consideration a 5-percent profit; 
doesn’t. it? 

Mr. We.ier. A 5-percent rate of return, which is not quite the 
same thing. 

Mr. Horrman. Yes; rate of return, all right, but if the company 
in any year loses money, nobody comes up with funds to give the 
5-percent profit; do they ? 

r. WeLLER. No; if that should happen, I think it would be un- 
fortunate to the company. 

Mr. Horrman. Do you see the hole, the difference ? 

Mr. Cuupvorr. It all depends on how you look at it, Mr. Hoffman. 

Mr. Horrman. The only way that 5 percent is taken into considera- 
tion is in determining the rate; isn’t it? 

Mr. Cuuporr. Mr. Hoffman, may I answer your question? You 
said do I see the hole. You can bet all the tea in China that if the 
Pacific Gas & Electric Co. ever had a loss during any fiscal period 
that they operate under 3, 6, or 9 months, they would be in before the 
California Public Utilities Commission crying, “Loss, loss, loss; give 
us a higher rate,” and the taxpayers would have to pay it. 

Mr. Horrman. Yes; no doubt that is true. But do you contend, 
Mr. Chairman, that the State guarantees P. G. & E. a 5-percent profit 
on its operations ? 

Mr. Cuuporr. Yes; I contend that they guarantee them because, if 
they don’t get it, they will give them a raise in rate. 

Mr. Horrman. That is all. If you contend that, then a fellow 
better buy P. G. & E. 

Mr. Cuuporr. Oh, I agree with you, Mr. Hoffman. Let me read 
from the Pacific Gas & Electric Co. report to stockholders. 

Mr. Horrman. Summarize it, will you please, because we are in a 
hurry. We want to get through by tomorrow afternoon you said. 

Mr. Cuuporr. They paid out $2.89 a share for the calendar year 
1954, and now they are paying $3.10 a share for the 12 months 
ending March 31, 1955, so it is a darn good investment. 

Mr. Horrman. And they are not in the red; are they ? 

Mr. Cruuporr. Oh, no. 

Mr. Horrman. They are making a profit; aren’t they ? 

Mr. Cuuporr. Sure. 

Mr. Horrman. And the Federal Government is how much in debt, 
and what is the deficit each year? Do you see the difference between 
Federal and private enterprise? See it? And you want the Federal 
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Government to extend its activities, curtail those of individuals and 
corporations as I understand your position. 

I notice the REA fellow over there Mr. Austin is prompting you. 

Mr. Cuvunorr. Mr. Hoffman, if you want to discuss this with me, I 
will be glad to buy your lunch and talk about it. I want to get on 
with the witness. 

Mr. Horrman. I guess you do. Always you are in a hurry when 
I begin to ask questions, ‘and out of deference to you and with an 
apology for the excessive time I have taken, I yield the floor. 

Oh, wait a minute, Mr. Knox, my colleague. 

Mr. Cuuporr. Mr. Knox has the floor. 

Mr. Knox. Mr. Weller, I do not believe that I made the statement 
that the public service commission, or the Public Utilities Commission 
of California guaranteed P. G. & E. a 6-percent or a 51% percent 
return; did I? 

I asked what they used as the basis of fair return for the invest- 
ment, and you said 5.5. 

Now, I certainly did not say that they guaranteed it, as the chair- 
man has said, and I know they don’t guarantee it. It is a matter of 
determining as to what is a fair return upon the investment, and a 
limitation as to what the company may earn in order to keep the 
present rate; is it not? 

Mr. Wetter. Yes. I think that the theory of the PUC’s operation 
is to set what, in their judgment, is a fair rate of return, and there 
is no guaranty in the sense that it is going to be 5.5 or 6 percent, and 
it will be that all the time. It depends on the makeup of the utility 
commission, to some degree. 

Mr. Knox. Then isn’t it true that if the P. G. & E. should have 
a return of a higher rate, maybe up to 8 percent, that the rates then 
would be reduced ? 

Mr. Wetter. That is at least theoretically possible, yes, sir. 

Mr. Knox. That is all. I yield back the floor. 

Mr. Horrman. Then to summarize, as I understand your testimony, 
the municipalities which you represent are receiving all of the power 
from P. G. & E. that they need at the present time / 

Mr. Wetter. Yes, sir. 

Mr. Horrman. And the manner of the delivery of that power, the 
service rendered by the company, is satisfactory ? 

Mr. Wetter. Yes, sir. 

Mr. Horrman. And your sole complaint or your sole desire is to 
enable those municipalities, which have the authority, to build their 
own generating plants, if they want to receive power at a lesser rate ? 

Mr. Wetter. Well, I would prefer to use the words “at a fair rate” 
or “at a rate we honestly belieye—— 

Mr. Horrman. Which would be less than you are paying now ? 

Mr. Wetter. In our opinion, yes. 

Mr. Horrman. Yes, in your opinion. And the only available source 
for that power is from a Federal agency ? 

Mr. Wetter. Yes, sir. 

Mr. Horrman. Which depends for its creation and maintenance 
upon tax dollars contributed by all of the people? 

Mr. Wetter. Yes, sir. 
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Mr. Horrman. So that the result is that you are asking for cheaper 
power, a part of the cost of which is to be paid by taxpayers through- 
out the country. 

Mr. Wetter. Well, I think there should be the distinction made 
here that we are talking now about the influence which is exerted on 
the rates approved by the public utilities commission as a result of 
a competitive power source. We are not necessarily talking about 
the actual use of that power source. 

Mr. Horrman. But you want the Federal Government to take a 
osition where, because of the position it takes, the P. G. & E. will be 
orced to reduce its rate, competition by the Government will result 

in a lower rate from the P. G. & E. 

Mr. Wetter. On the assumption that that lower rate is fair and 
justified. 

Mr. Horrman. That is all. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. Mr. Weller, on the matter of Federal projects being 
financed from the general revenues of the Government and reflecting 
a subsidy, isn’t it true each Federal project is individually authorized 
on the basis of feasibility findings by the Government that it must 
repay over a given period of years the investment, and in the case 
of power an interest factor as well, and a subsidy in these multipur- 
pose projects to the agricultural users of water? 

Mr. Wetter. Well, that is a question, Mr. Moss, I am not qualified 
to answer. That is my understanding of the principle involved. I am 
afraid I can’t answer for Federal policy, whatever it may be. That is 
my understanding, however. 

Mr. Moss. That is my understanding, and I think generally has been 
the understanding of the Congress in authorizing. ‘They are supposed 
to show a benefit at least equal to cost and usually in excess of cost. 

Now, the point that you wanted to make before the committee as 
a representative of the city of Lodi is that you feel because of the 

resence of a substantial block of Federal power in this area, that 
it has tended to act as a yardstick, or whatever name you might 
want to apply, in holding down the general rates charged for 
electricity. 

Mr. Wetter. Yes, sir. I think that expression is on the record 
both by the State commission and by Pacific Gas & Electric Co. 

Mr. Moss. And in the case of the Central Valley, the excess power 
which is generated at periods when a maximum release through the 
powerhouses can be sustained, the seasons of high rainfall, that excess, 
as it goes to a private utility, becomes a valuable item to them because 
it permits them to cut out the more expensive steam generation of 

wer. 

Mr. Wetter. I would assume so, yes. 

Mr. Moss. So that in accepting, they are on every good business 
pane buying a valuable commodity, and they are not doing a 
great favor to any Federal project in acquiring this additional power. 

Mr. Weuter. That is a question of opinion, too. I would say that 
it seems to me your statement is correct. 

Mr. Moss. Now, you haven’t directly applied for the power from 
Central Valley because of lack of transmission facilities primarily ? 

Mr. Wetter. At the outset, when Shasta-Keswick first came on the 
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line, as I indicated there was no transmission facility available to us. 
Subsequently in 1951, after execution of the wheeling contract, we 
already had existing contracts with Pacific, and so there were slightly 
different reasons in both instances. 

Mr. Moss. Now, there was mention made of the original contract 
selling, I believe, the output of the first two units at Shasta ¢ 

Mr. Weuier. Yes. 

Mr. Moss. That was entered into primarily because it was the only 
customer available. There weren’t transmission lines to take power 
to public agencies 4 

Mr. Wetter. With the possible exception, I should think, of the 
city of Redding, yes. 

Mr. Moss. That would be about the only exception. In connection 
with the project as originally authorized, there was to be a steam 
generating plant which would have permitted the Federal Govern- 
ment to firm up its own power and sell the maximum capacity of 
Central Valley to preference customers first, and realize a maximum 
return on the investment of the project; wasn’t that true? 

Mr. Wetter. I am not clear whether the steam electric plant was 
actually authorized, Mr. Moss, and I am not trying to evade the 
question. I just don’t know. 

Mr. Moss. I accept your answ er, of course. There was a request 
to the Congress for appropriation ? 

Mr. Wetter. Yes, sir. 

Mr. Moss, And under the procedures of Congress appropriations 
are requested by the Administration, after authorization has been 
made by the appropriate committee of the Congress, and we have 
faced here the problem of appropriations for the transmission of the 
steam facilities. ‘Those have not been voted completely, as originally 
planned by the Congress. 

Do you feel, then, that if a larger block of Federal power were 
available, that even though you were not directly buying it, it would 
have the continued effect of providing more reasonable rates to you ¢ 

Mr. Wetter. On the assumption that the State utilities commis- 
sion continued its present policy of recognizing those competitive 
influences, I would assume t the at it would have such an effect; yes, sir. 

Mr. Moss. And such recognition has been a fairly consistent police y! 

Mr. Wetter. Yes, sir. 

Mr. Moss. On the part of the public utilities commission and on 
the part of Pacific Gas & Electric. 

Mr. Weiier. Yes, sir; that’s correct. 

Mr. Moss. I think these are all the questions I have. 

Mr. Horrman. Mr. Chairman, I have other questions. 

Mr. Cuvuporr. I will yield to you, Mr. Hoffman, because you are 
going to take it out of my time. I want to give you back what you 
gave me, so go right ahead. 

Mr. Horrman, Assuming that the testimony given by the repre- 
sentatives of P. G. & E. that they paid $104 million in taxes is correct, 
if the municipalities which you represent and the other consumers of 
P. G. & E. get their power from the Interior Department, or one of 
its agencies, that tax would be lost, wouldn’t it, to the tax-collecting 
agencies, Federal and local? 

Mr. Wetier. I would say not at the moment, Mr. Hoffman. 
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Mr. Horrman. Who would take the place—I am not talking about 
the customers—who would supply this 104 million which the corpo- 
ration, P. G. & E. pays in# 

Mr. WetuiER. My understanding of the situation, Mr. Hoffman, is 
that if that should happen and these cities should contract for Federal 
power- 

Mr. Horrman. And the other consumers in P. G. & E. 

Mr. Wetirr. That power would have to be wheeled over the com- 
pany system, so that in substance it would seem to me there would be 
no change whatever in the physical system of P. G. & E. 

Mr. Horrman. But if you take away P. G. & E.’s customers, it goes 
out of business, doesn’t it ? ; 

Mr. Wetter. Well, they still have the half mill per kilowatt-hour 
wheeling charge, which I believe was agreed by the company and the 
Federal Government as representing a fair return on the facilities 
used. 

Mr. Horrman. You do not want P. G. & E. taken out of business, 
do you? 

Mr. Wetier. I have no particular desire to see that; no, Mr. 
Hottman. 

Mr. Horrman. But what you want is for it to be placed in a posi- 
tion through competition by the Federal Government's agenc les where 
it will lose its munic ipal customers, and its other customers, isn’t that 
your position ? 

Mr. Weiter. No, I don’t think so, Mr. Hoffman. 

Mr. Horraan. Just what class of customers do you want P. G. & E. 
to continue to sell to? You don’t want them to sell to the munici- 
palities you represent, unless they sell at a lower rate, do you? 

Mr. Weiter. Well, of course, in the first place, we have no alterna- 
tive; so I think we should establish that point right now. 

And secondly, I had thought that I had made it clear that we have 
no great desire to get out from under P. G. & E. Their service is 
satisfactory. 

Mr. Horrman. Yes, you don’t want to buy power of P.G.& E. You 

want to get it through the Federal Government, don’t you? 

Mr. Wetter. No, sir. I think I have said on several occasions that 
what we are after is a series of conditions which will establish a rate 
which in our judgment is fair. 

Mr. Horrman. All right, you are right, I am mistaken in what you 
have testified to. What you testified to, as 1 understand you now, is 
that you want the Federal Government to get into such a position with 
reference to the creating and furnishing of power, that P. G. & E. 
will be forced to lower its rates. 

Mr. Wetier. Well, I might put it my way, if I may. 

Mr. Horrman. Just where - I wrong? 

Mr. Wetter. That the P. G. & E. would be forced into a position 
where the rates they charge coun have to be fair. 

Mr. Horrman. And of course we can agree that in your opinion 
that is lower. 

Mr. Wettrr. Yes, sir; that’s correct. 

Mr. Horrman. So if you get down to the net result, what you are 
advocating is action by someone which will force P. G. & E. to give 
you a fairer, and to use my words, lower rate. 

Mr. Wetter. Yes, sir: I believe you are correct. 
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Mr. Horrman. Which you have been unable to obtain of your Cali- 
fornia Public Utilities Commission, which you also say is fair, but 
mistaken in its conclusions. 

Mr. We.iER. Sometimes. 

Mr. Horrman. Now, if they do that, do you think that P. G. & FE. 
can continue in business at a profit. 

Mr. Wetter. I can’t answer the question, except to point out as I 
already have, Mr. Hoffman, that our total consumption amounts to 
something less than 3 percent of the total company business. 

Mr. Horrman. Doesn’t it follow that if you get a lower, fairer rate, 
the other consumers of P. G. & E. will get the same rate under your 
State law? Can they discriminate and give you a lower rate than 
they can other customers, consuming like quantities? 

Mr. Wetier. The utility commission has indicated that they will 
recognize the element of competition, Mr. Hoffman. 

Mr. Horrman. I know, but my question is, under your State laws, 
do you contend that the commission can give the municipalities a lower 
rate than other customers are chi arged? 

Mr. Wetter. So long as that lower rate will not burden the other 
classes of customers, yes, sir; that is the policy of the commission. 

Mr. Horrman. All right, but doesn’t it follow that it will burden 
them ? 

Mr. WetiEr. No, sir. 

Mr. Horrman. Wait a moment. Because P. G. & E. has to have a 
certain amount of gross revenue in order to operate. 

Mr. Wetier. The basis on which these rates—— 

Mr. Horrman. Answer that please. Isn’t that true / 

Mr. Wetter. I am answering it, Mr. Hoffman. 

The basis on which these rates are fixed is as follows: the full com- 
pensatory rate is established. The revenue projections are made 
on the basis of that full filed rate, and then if there is a rate lower than 
that authorized by the commission, which means that the company 
will not receive quite so much revenue from that source, the burden 
then falls on the stockholder, not on the ratepayer, because the full 
rate of return is computed based on the full rate structure, so that 
there is no burden on the other class of consumer. If there is a bur- 
den, it will fall then on the shareholder, the stockholder. 

Mr. Horrman. It is your theory that any less revenue collected from 
the municipalities will not be made good by the P. G. & E. from its 
other customers, but they will take it ‘out of their stockholders? 

Mr. We.teEr. Yes. 

Mr. Horrman. How long do you think the stockholders are going 
to stand for that? 

Mr. Wetter. I certainly can’t answer that question. 

Mr. Horrman. No, I guess not, but almost everyone would think 
that they won’t take it. 

That’s all I have. 

Mr. Cuuporr. I yield to Mr. Moss. 

Mr. Moss. On this matter of the PUC’s setting of rates, it is pos- 
sible for the Pacific Gas & Electric to negotiate with you a rate lower 
than its filed tariff and have approval of the PUC for the contract, 
is it not? 

Mr. Wetter. Yes, sir. 
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Mr. Moss. And you are not asking that the rates be set so low that 
it would impair in any way the soundness of Pacific Gas & Elec- 
tric Co.? 

Mr. Wetter. No, sir; I don’t. 

Mr. Moss. It is your feeling that an element of competition tends 
to keep down rates, and that sometimes, because of increased con- 
sumption, there is an advantage to the company because of lower 
rates. 

Mr. Wetter. Yes, sir; I think that point has been made by the com- 
pany itself in connection with asking approval of special contracts in 
certain cities. 

Mr. Moss. Hasn’t that been rather a pattern in California, that is, 
rates have gone down, the consumption has increased, and earnings 
appear to have increased along with it ? 

Mr. Wetter. I think as a personal opinion, Mr. Moss, what actually 
has happened is that consumption has gone up so that the unit cost 
has gone down, but the basic rate blocks, I think, have not changed 
very much. 

Mr. Moss. Electricity is a commodity which, if produced in great 
volume, usually cuts your unit cost. 

Mr. Wetter. Yes. 

Mr. Moss. Now, on this matter of the benefits that we hear discussed, 
in the city of Lodi, as I recall—and it is not in my district—your local 
investors who have built and maintained a distribution system for the 
investor dollars have some benefits comparable in some manner to the 
retumm a stockholder would have in a corporation. 

Mr. Wetter. Yes, sir. 

Mr. Moss. Generally Lodi is looking upon as having a very sound- 
ly managed system, is it not ? 

Mr. Wetter. I hope so, Mr. Moss. 

Mr. Moss. In California, I think the law itself says that a utility is 
entitled to a fair rate of return, the rates are predicated on it. And, 
if there should be a loss, which would be a most unusual thing, it would 
be because of very bad computation on the part of those who request 
the setting of the rates, and immediately the company could petition 
for and undoubtedly would receive, an increase to reflect that rate of 
return, because the law guarantees that they shall be entitled to a fair 
return. 

Mr. WetxER. Yes; that’s correct. 

Mr. Moss. And in any other type of private business not guaranteed 
a territory in which to operate, competition seems to set the price, and 
sometimes in the case of your advertising business or in the case of 
almost any other type of business, the competitive rate can put you 
in the position of no return, or no profit, and nobody comes in and 
guarantees that the next year rates can go up so that you can have 
your profit ? 

Mr. Wetter. Yes. 

Mr. Moss. And isn’t that an essential difference of a utility opera- 
tion over any other type of free-enterprise business ? 

Mr. Wetter. Yes; I think so. 

Mr. Moss. Thank you. 

Mr. Cuuporr. Mr. Weller, my colleagues have covered the tield so 
well that I am not going to take up too much of your time. I just 
want to get a few matters straight in my mind. 
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As I understand it, you are trying to tell the committee that you 
feel that if there were Federal power available and your municipali- 
ties had the right to buy it from the Bureau of Reclamation or some 
other Federal agency, that the price charged by the Federal agency 
would act as a y yardstick so that you would be in a position to argue 
your case better in front of the California Public Utilities Commission 
to get a lower rate for your city and, as a result of that, get a lower 
rate for the consumers of your city; isn’t that right? 

Mr. Wetter. Yes; I think so, Mr. Chairman. 

Mr. Ciruporr. Now, do you have any idea if Federal power was 
available, how much lower the rate would possible be ? 

Mr. Wetier. The last figure I had, Mr. Chudoff, from the Bureau 
was in 1950, and I don’t know whether there has been any charge or 
not. The rate at that time was of the order of 414 to 5 mills. I can 
give you a couple of examples here. 

The rate in Alameda, based on 1950, would be 5.3, the rate in Lodi 
5.0 bills, the rate in Palo Alto 4.6 mills, the rate in Redding 5.33 mills, 
and so on. 

Mr. Cuvuporr. And what do you pay for that power from the Pacific 
Gas & Electric? 

Mr. Wetter. Well, as of the expiration date of our contracts, we 
were paying about 614. 

Mr. Cuuporr. So it would be approximately 114 mills cheaper from 
the Government, if you could buy it from them? 

Mr. Weiter. Yes. Actually, the advantage would be larger in the 

‘ase of the smaller cities, because the Bureau blocking system is such 
that there is less advantage by reason of having a larger operation. 

For example, the city of Alameda, whose load is maybe 40 times 
as big as the load in Biggs, the Bureau rate in 1950 for Alameda 
would have been 5.3 mills, and for Biggs 5.6, so that there isn’t a great 
deal of difference, but the difference between those two cities with 

respect to the company rates is substantially greater. 

Mr. Crvuporr. So, I take it, that it would reflect a substantial saving 
to your consumers if Federal power was available. It couldn’t result 
in a higher rate, possibly ¢ 

Mr. Wetter. No. 

me Cuuporr. Now, there is one other point I would like to clear 
up. I understand that one of the members of the committee tried 
to question you along these lines. He said that your cities couldn’t 
buy any excess power, if there is any excess Pacific Gas & Electric 
would buy it, and it appeared to me that he was trying to show that the 
Pacific Gas & Electric was doing the Federal Government a great 
favor by buying this power from it, this excess power. 

Now, isn’t it a fact. Mr. Weller, that this excess power is bought 
from the Federal Government under what we call secondary power 
rates ? 

Mr. Weiter. I would assume so, Mr. Chudoff. I don’t know, of my 
own knowledge. 

Mr. CuvuporF. If it 1s bought under secondary power rates, it is 
— at a rather cheap rate? 

Ir. Weiter. Yes, sir. 

Me Cuuporr. And since the Pacific Gas & Electric Co.’s rates are 

set by the California Public Utilities Commission, they get the same 
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rate, regardless of where they get the power or how much they pay for 
it; isn’t that true? 

Mr. Wetter. I believe so. 

Mr. Cuvuporr. The consumer pays the same rate, the same metered 
rate ? 

Mr. Wetter. Yes, sir. 

Mr. Cuuporr. So, as a matter of fact, the Pacific Gas & Electric 
Co. surely is in a much better position from a profit standpoint if 
they can buy secondary power, so they have everything to gain and 
nothing to lose by this situation ? 

Mr. Wetter. Well, I think I should say this, because I am not clear 
in my own mind as to what the procedure is. 

I am not clear whether or not the public utility commission takes 
into account that part of the company’s output which is purchased 
from the Bureau. If that is taken into account in the total bill of 
operating costs, if they do, why, then, I would assume that any saving 
made by reason of purchases from the Shasta-Keswick project would 
be passed on to the consumer, in theory at least. 

Mr. Cuvuporr. But actually nobody is doing anybody any favor by 
taking the excess. It is not a question of that at all; is it? 

Mr. Wetter. I would say no, under the present situation where the 
company system load is constantly increasing, and where they need 
additional capacity and additional power. 

Mr. Crvuporr. And evidently, from the reports to the stockholders 
and from the earnings records of the P. G. & E., their profits are in- 
creasing rather than decreasing every time they pay a dividend, so 
that they can’t be in any kind of trouble; can they ¢ 

Mr. Wetter. No; except that it should be borne in mind, too, that 
those returns, those dividends, are based on both the gas and the elec- 
tric operation, and there is no split made, so that I don’t know how 
the respective elements of the company are operating. 

Mr. Cuuporr. But there is one thing for sure: they are paying 
more this year than they paid last year ? 

Mr. Wetter. Yes, sir; that’s correct. 

Mr. Cuuporr. That is all, Mr. Weller. Thank you. 

Mr. Horrman. Wait a minute; just another one, please. 

Now, my own hometown of no more than 5,000 people, which re- 
ceives no revenue whatsoever from the Federal Government, built 
and maintains its own electrical generation plant, its own distribution 
system. Do you know of any reason why your cities, which are much 
more wealthy, can’t do the same thing ? 

Mr. Wetter. Yes. I think there are several questions involved, 
Mr. Hoffman. One of them is the economics of the thing, where gen- 
eration facilities are pretty expensive. 

Mr. Horrman. More expensive in California than in Michigan’ 
You don’t know anything about that; do you ? . 

Mr. Wetter. I don’t know anything about Michigan. But they are 
awfully expensive, and there is a very considerable problem involved 
in getting the funds and in justifying the funds, for that matter. 

Mr. Horrman. We issue bonds. 

Mr. Wetter. Yes. Now, over and above that, there are varying sit - 
uations in each of our cities with respect to the kind of power fa- 
cilities, power-generation facilities, we would have, and ideally, we 
should have both hydro and steam. , 
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Mr. Horrman. We have both. 

Mr. Wetter. So you have a firming situation. And in some of the 
cities there simply isn’t any potential ‘hydro there, so that there would 
be no prospect of setting up any hydro installations, so if you have to 
rely entirely on steam, in most cases that is much more expensive. 

So, as I say, it is principally a question of economics, and in some 
cases it is a question of whether you can get both kinds of generation. 
1 am no expert on it, but that is basic ally the problem. 

Mr. Cuuporr. Are there any further questions by any member of 
the committee / 

Mr. Kwox. I have a question, Mr. Chairman. 

Mr. Weller, I believe our chairman asked you the question about 
who would receive any benefits in the case of the so-called excess power. 

Now, if there is excess power in the amount of 100,000 kilowatts 
and we use P. G. & E. as an example, on 24 hours’ notice they should 
be notified of the excess power and they are obligated, under the con- 
tract, to purchase, doesn’t the Federal Government. receive it? 
Wouldn’t there be a benefit to the Federal Government at a rate which 
was established in the contract, dump rates, whether it is 2.4 or 2.6, 
whatever it happens to be, wouldn’t the Federal Government receive 
some revenue ? 

Mr. Wetter. I think there is no question about that. 

Mr. Knox. It certainly would. There are some benefits derived 
from the sale of the power, whether it be excess or it is firm now. 
Naturally, the excess power is at a cheaper rate. I believe that was 
established when I asked you the question about your ability to absorb 
the excess power, and you said, no, that you didn’t believe you 
could. 

That is all. 

Mr. Cuvuporr. Thank you, Mr. Weller. 

The committee will now take a 5-minute recess, for the reporter 
to get a little rest. 

(Short recess.) 

Mr. Cuuporr. Is Mr. Jerome Keithley in the room, please. 

Mr. Keithley, will you come up and take the witness chair? Mr. 
Keithley, would you please identify yourself for the reporter. 

Mr. Wetter. I have one correction in my testimony I have been 
advised by some gentlemen who are in a position to know, Mr. Chudoff, 
if I may. 

I indicated in the earlier testimony that Mr. Black had testified 
before a congressional committee that contracts had been executed 
as of January, and I believe I indicated that, in fact, those had not 
been executed until August or September of 1950, and if so, I cer- 
tainly left the impression that he was in error. 

[ am informed now, I think reliably so, that the contracts were 
actually executed in 1949, although they didn’t become effective until 
\ugust and September 1950. 

So if that is so, and I believe that it is, then I stand corrected, and 
the testimony of Mr. Black was correct. 

Mr. Cuuporr. Thank you. We want to get the true facts. 

Mr. Jonas. Before you leave, Mr. Weller, I have been informed 
by somebody who works for the city of San Francisco that you were 
in error in stating that the city of San Francisco sells power to 
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P. G. & E. and, on the contrary, they purchase power. You might 
check on that and correct your testimony. 

Mr. We ter. I was informed of the same thing by the same gentle- 
men, Mr. Jonas, and I think I testified that was my understanding. 
1 should have checked. What I wanted to do was dispose of the 
city and county of San Francisco as not being pertinent to my testi- 
mony. Iam sorry if that was in error. 

Mr. Jonas. I would suggest you check on it, and if it is, you ought 
to correct the record. 

Mr. Wetuer. That statement came from a representative of San 
Francisco, and I assume it is correct, Mr. Jonas. 

Mr. Cuuporr. In other words, you want the record to read the 
city of San Francisco buys power from P. G. & E., rather than 
selling it / 

Mr. Weiter. The purpose of even mentioning San Francisco was 
simply to indicate that they weren't engaged in power distribution, 
as the other cities that we are concerned with are. 

Mr. Cuuporr. I think that takes care of the problem. 

Now, will you proceed, Mr. Keithley. 


STATEMENT OF JEROME KEITHLEY, CITY MANAGER, CITY OF 
PALO ALTO, CALIF. 


Mr. Kerrutrty. | am Jerome Keithley, city manager of the city 
of Palo Alta, Calif. 

Mr. Chairman, the only thing I have to offer, and that I was asked 
to present, is the fact that, as city manager of the city of Palo Alto 
and as secretary of the group that Mr. Weller represents, I have con- 
tacted, individually and with other members of the member cities, the 
Bureau of Reclamation district officers in Sacramento and Stockton, 
requesting information as to the availability of Federal power. I 
have correspondence between our two offices. 

Mr. Cuuporr. I was just wondering whether you couldn’t speak up 
a little louder. I don’t think the people in the back of the room can 
hear you and, if it will help you any, will you pour yourself a drink 
there. That’s water. 

So, will you try to speak up, because I see some of the gentlemen 
back there cupping their ears, so 1 guess it is pretty hard to hear in 
the back of the room. 

Mr. Kerrutry. The only thing that I have to offer is the fact that I 
have been corresponding w ith representatives of the Bureau of Recla- 
mation in Sacramento and in Stockton, when Mr. Kadie was located 
in Stockton, regarding the availability of power from the Central 
Valley project. 

Correspondence goes back prior to 1953, but the only correspondence 
that I have with me is February the 12th, 1953, to date, and I have 
submitted copies of that correspondence to your representatives. 

Mr. Cuuporr. Mr. Lanigan, do you have any questions ? 

Mr. Laniean. Have you cor responded with the representatives of 
the Bureau of Reclamation respecting the possibility of there being 
a block of 33,000 kilowatts being available—let me put it this way- 
not being sold to preference customers ? 

Mr. Kerrutry. Yes, I have. I corresponded with them regarding 
that on August the 26th of this year, and informed them that staff 
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representatives of this committee had informed me that 33,000 kilo- 
watts were available, and I was writing to confirm that in behalf of 
myself. 

Mr. Laniaan. Have you received any reply ? 

Mr. Kerruiey. I have received no reply to date. 

Mr. Cuuporr. What was the date of your communication ? 

Mr. Kerrutey. August the 26th, 1955. 

Mr. Cuuporr. Well, that is not unusual, for an agency to keep you 
waiting that long. 

Mr. Kerrutry. No. I am just answering his question. 

Mr. Cuuporr. You should have gotten your Congressman to write 
that letter for you. You would have gotten a faster answer. 

Mr. Horrman. If you are referring to Mr. Younger, I would like 
to say he certainly would have, and probably would have called them 
by phone. 

Mr. Cuuporr. I don’t know who represents Palo Alto. 

Mr. Keirniey. Mr. Gubser. 

Mr. Cuuporr. I am sure he would have done that for you. Do you 
have any further questions, Mr. Lanigan ? 

Mr. Lanican. Not at this time. 

Mr. Cuuporr. Mr Knox? 

Mr. Knox. Mr. Keithley, you heard the testimony of Mr. Weller. 
Do you feel Mr. Weller gave the committee a full, clear picture of the 
position of the group of cities which are in your organization ? 

Mr. Kerrey. I think Mr. Weller did, to the best of his ability. 

Mr. Knox. Have you anything to add? 

Mr. Kerrutey. No, sir. 

Mr. Knox. Thank you. 

That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Is it K-e-a-f-l-e-y ¢ 

Mr. Kerrutey. I get called everything; but it is K-e-i-t-h-l-e-y. 

Mr. Jonas. Mr. Keithley, did I understand you correctly to say 
that staff members of this committee had given you some information ? 

Mr. Kerrutey. I had been informed by members of the staff, yes, 
sir, in their letter addressed to me by Arthur Perlman. 

Mr. Jonas. When was that ? 

Mr. Kerrniry. August the 24th. 

Mr. Jonas. May I see that letter? 

Mr. Horrman. Will you yield to me? 

Mr. Jonas. Yes, I yield. 

Mr. Horrman. If that is between attorney and client, I want to 
object. I don’t like to be laughed at, either. 

Mr. Pertman. I don’t stand on my privilege. 

Mr. Cuvuporr. We want to show you everything that you want to 
see, Mr. Hoffman. We won’t raise any question of privilege. 

Mr. Horrman. I withdraw my objection, then. 

Mr. Cuvuporr. When you are through with that, Mr. Jonas, may I 
see it, please / 

Mr. Jonas. Yes. Is that the first and only communication you have 
had from staff members of the committee ? 

Mr. Kerrntey. Communication; yes, sir. 

Mr. Jonas. Were you visited by staff members? 
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Mr. Kerrutey. I met with some members of the staff regarding 
this hearing. 

Mr. Jonas. When was that? 

Mr. Kerruiey. I don’t know the specific date; probably a month 
ago, orso. I can’t recall the date. 

Mr. Jonas. What was the purpose of that? Was that meeting at 
Palo Alto? 

Mr. Kerrutey. Oh, no, sir. The meeting was in San Francisco, 
and I was contacted by the city manager of Roseville, Mr. Koester, 
who informed me that represent: itives of this committee, I believe, 
were in Sacramento at the time, and setting up this hearing, and, as 
secretary of this group, they invited my self, along with other repre- 
sentatives, to meet with them to see whether we cared to participate 
in the hearing or not. 

Mr. Jonas. How long did that conference last ? 

Mr. Keirutey. Oh, as far as 1 was personally concerned, about 
20 to 80 minutes. 

Mr. Jonas. You mean, you left at the end of 20 to 30 minutes? 

Mr. Keiruiey. No; that was the end of it. I got there maybe 5 or 
10 minutes late, I don’t know how late I got there, but it was a very 
short conference with the 2 gentlemen. 

Mr. Jonas. Hardly worth your while to attend ? 

Mr. Kerrutry. I wouldn’t say that. 

Mr. Jonas. What was the purpose of the meeting? 

Mr. Kerrntey. To inform us of the fact that ‘there was going to 
be a hearing in San Francisco, to ask us whether we cared to partic 1- 
pate, and to give us general information on the hearing. 

Mr. Jonas. Did you go over with them the t testimony you would 
give the committee / 

Mr. Kerrutery. I didn’t; no, sir. 

Mr. Jonas. Did anybody in the conference, any of the other par- 
ticipants? 

Mr. Kerrey. My engineer was along with me, and Mr. Base of 
the city of Santa Clara, w who is here today, the city manager of Santa 
Clara, Mr. Baxter of Alameda, who is not here, were in on the meeting. 

I don’t think anybody organized the testimony, based on that. As 
a matter of fact, Mr. W eller was not in the meeting. 

Mr. Jonas. Do I understand you, then, that the meeting broke up 
and only lasted about 20 minutes? 

Mr. Kerrnxey. It was around 20 or 30 minutes, yes. 

Mr. Jonas. And the only thing accomplished was that you were 
asked if you would like to appear here as a witness? 

Mr. Kerrutey. That’s right. 

At that time I was, in regard to this letter, asked if I was aware 
whether or not this power was available. I said I hadn’t been aware 
of it, I had been in correspondence with the Bureau of Reclamation 
periodically throughout the past few years, and each time I had been 
answered that there was no power available, but when power would 
be available, why, they would let me know, and I asked the repre- 
sentatives of your committee to let us know if they discovered that 
such power was available. It was at my request. 

Mr. Jonas. And this letter from Mr. I erlman, the staff director, 
was in response to your request 
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Mr. Kerrutey. I would say that it was. 

Mr. Jonas. And in the letter he tells you that he has confirmed the 
fact that 33,000 kilowatts of power had been allocated in 1952 to 
the State of Nevada, and that is the power that he told you was 
available? 

Mr. Kerrntry. Well, as it states in his letter; yes, sir. 

Mr. Jonas. You didn’t so state, until I began to question you, that 
he said that the 33,000 kilowatts had been allocated in 1952 to the 
State of Nevada? 

Mr. Kerrraxey. I would have to have the letter to tell you what he 
said. 

Mr. Cuuporr. I am going to put the letter in the record, so there is 
no question about what the letter says or what it contains or the date 
of it, and so forth. 

I also would like to say this to you, Mr. Jonas: that I received a 
telegram from the Governor of Nevada asking for the right to have 
representatives of the State of Nevada come to the hearing for the 
purpose of testifying on this situation, and I answered him that we 
would be very happy to hear him. 

I don’t know whether anybody is here from the State of Nevada 
or not. Is there anybody here from the State of Nevada? 

That is in response to the telegram I sent to your Governor. We 
will hear you later. 

Mr. Jonas. I thought the record ought to show here today that the 
33,000 kilowatts that the staff members told the witness was available 
had been allocated, and has been allocated since 1952, to the State of 
Nevada. 

Mr. Cuvporr. I think we will develop that by a later witness who 
represents the State of Nevada, and can tell you personally about it. 
[ don’t think that the witness could possibly, out of his own knowledge, 
tell you anything. He only knows what is in this letter. 

Mr. Jonas. No. I wanted him to say, and for the record to show, 
that our staff members told him, not that it was just available but told 
him it was allocated to the State of Nevada. 

Mr. Cuvporr. I think the way it came up was Mr. Keithley said 
he would like to have some of this power if it was available and, as 
far as he knew, he was always told it wasn’t available, and as a result 
of that we checked and found it was available, and that the State of 
Nevada had been allocated it. 

Mr. Cuuporr. We will see that you get that back. As a matter of 
fact, if you want to keep it, and you are worried about it, if you will 
send us a photostatic copy, we will let you have that. 

Mr. Kerrniey. You have got copies in your own office, anyway. 

Mr. Cuvuporr. That’s right. You may have that, and we will take 

from our file. 

Without objection, we will offer this letter in the record. 

(The letter referred to follows:) 

House OF REPRESENTATIVES, 
Pustic WorkKsS AND RESOURCES SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., August 24, 1955, 
Mr. JEROME KEITHLEY, 
City Manager, City of Palo Alto, 
Palo Alto, Calif. 

DrAR Mr. Kerrutey: The Subcommittee on Public Works and Resources will 

hold hearings in courtroom 261, Post Office and Courthouse Building, 7th and 
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Mission Streets, San Francisco, Calif., on September 13 and 14, 1955, com- 
mencing at 10 a. in., September 13. These hearings will deal with problems 
which the California and Oregon municipalities and cooperatives are having in 
obtaining Federal power and with their other power problems involving the 
Department of the Interior and the Rural Electrification Administration. All 
persons who are going to testify should be present at 10 a. m. on the first day. 

We would appreciate it if you would make the major general presentation for 
the northern California municipalities’ problems and would arrange for repre- 
sentatives of the other cities to follow with a brief presentation of their specific 


problems. 
I am sure that you will be interested to learn that the subcommittee staff has 


confirmed the fact that the Department of the Interior has allocated 33,000 
kilowatts of Central Valley project firm power to the Colorado River Commis- 
sion of Nevada. Since the Nevada commission has not been able to secure 
the necessary wheeling or transfer agreements with the Pacific Gas & Electric 
Xo. and the Southern California Edison Co., the power is now being sold to the 


Pacifie Gas & Electric Co. 

The contract between the Interior Department and the Nevada commission 
was entered into on September 15, 1952. However, the contract required that 
the necessary wheeling or transfer agreements be secured by June 1, 1953; other- 
wise the contract became null and void. Subsequently, when the Nevada com- 
mission was unable to secure the agreements, the Department of the Interior 
extended the deadline to June 1, 1954, June 1, 1955, and June 1, 1956. The last 
extension was approved in August of this year. 

I am sending a copy of this letter to: Mr. Glenn A. Baxter, Alameda; Mr. 
Joseph Base, Santa Clara; Mr. H. D. Weller, Lodi; Mr. David C. Koester, Rose- 
ville. 

If you wish to contact me before the hearing, please write to me at the Brown 
Palace Hotel, Denver, Colo., so the letter will be received on September 4 or 5, 
1955. 

Sincerely yours, 
ARTHUR PERLMAN, 
Staff Director, Public Works and Resources Subcommittee. 


P. §8.—The reason we are asking you to make the presentation rather than 
Mr. Weller is that we have not had a chance to discuss these problems with him. 

Mr. Jonas. Is it true that your city was offered power from the 
Central Valley project in 1951? 

Mr. Kerrucey. In 1951 the representatives of Central Valley—I 
don’t know that it was 1951, I mean the exact date—but representatives 
of Central Valley did discuss this with representatives of the city 
of Palo Alto, about that time. 

Mr. Jonas. Don’t you have a letter in your file from the regional 
manager, inquiring if you wanted any power from the Central Valley 
in 1951? 

Mr. Kerrurtey. I don’t know. I know that representatives were 
there, and that tentative contracts were being submitted to quite a few 
of the cities at that time, Mr. Jonas. 

Mr. Jonas. Were you, as the city manager, there ’ 

Mr. Kerrutey. I just came into the city in 1950-51. 

Mr. Jonas. Were you there then ? 

Mr. Kerrutery. I was there at one of the times that representatives 
did discuss the matter with me, but not at the origin of it. 

Mr. Jonas. Was the answer to the inquiry, then, you couldn't use 
any power in the Central Valey? 

Mr. Kerrutery. I don’t know what the answer to the inquiry was. I 
know at that time that some of the conditions in the contract were such 
that the government of the city of Palo Alto felt that they wouldn’t be 
able to purchase power, based on the contract primarily. 

Mr. Jonas. Do you know that the total firm capacity in the Central 
Valley project is only 300,000 kilowatts / 
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Mr. Kerrutry. No; I don’t know it. 

Mr. Jon As. Do you know how much of that power is under contract 
to the Sacramento Electric District / 

Mr. Keirruyiey. No, sir. 

Mr. Jonas. You are not familiar with any of these details? 

Mr. Kerrutey. No, sir. 

Mr. Jonas. All right, sir; no questions. 

Mr. Cuuporr. Mr. Hoffman / 

Mr. Horrman. No questions. 

Mr. Cuvuporr. Mr. Moss / 

(No response. ) 

Mr. Cuuporr. I have no questions. 

Thank you, Mr. Keithley. 

At this time I would like to announce that in the back of the room 
is Congressman Jack Shelley, who revere San Francisco in the 
Congress of the United States, and we are quite honored to have him 
present. It seems that every place we have been on this trip we have 
had the Members of Congress from the States we have visited. 

I wonder if you want to say a few words, Mr. Shelley. 

Mr. Sueviey. Glad to have you in San Francisco. Hope you are 
enjoying our usual nice September weather. 

Mr. Cuvuporr. We are very glad to be here, and you have given us 
wonderful hospitality. 

Mr. Sueiiey. I extend to all of you an invitation to come to lunch 
with me today, and, of course, extend an invitation to all of you to 
come to the Democratic dinner tomorrow night. 

Mr. Horrman. May I be there / 

Mr. Suetiey. For $100, Clare, we will be glad to sit vou at the head 
table. 

Mr. Horrman. I am one of the little men. 

Mr. Cuuporr. Is Mr. Joseph F. Base in the room, please ? 

Will you come up and take the witness chair, please. Mr. Base, 
would you please identify yourself for the stenographer. 


STATEMENT OF JOSEPH F. BASE, CITY MANAGER, CITY OF 
SANTA CLARA, CALIF. 


Mr. Base. My name is Joseph F. Base. I am city manager of Santa 
Clara. I have been there for 2 years and 10 months, so I am not too 
familiar with some of the historical background that has been men- 
tioned here, up to date. 

Mr. Cuuporr. Would you proceed, Mr. Base. 

Mr. Bast. What I have to say concerns my responsibility to the city, 
as city manager. In that regard, I think I am responsible to the peo- 
ple, the t taxpayers and citizens, to render the best service possible at 
least cost, and I think this is in line with the policy established by the 
city council, and I think they are conservatively progressive. 

i think this policy, which I have tried to follow, has resulted in con- 
siderable saving to the city. In the past 3 years we have reduced our 
tax rate 11.4 cents per $100 of assessed valuation. I merely point that 
out because I am going to use it later on. 

The same general police: y applies to my administration of our electric 
utility, which I operate, or endeavor to operate on a businesslike basis, 
which calls for the use of its revenues to sustain is operations, and 
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the balance of the income is deposited in the utility fund, and the 
utility pays some tax to the city, in lieu of taxes, I should say, which 
goes in the general fund for the general purpose of the city. 

As far as the purchase of our electrical energy is concerned, my 
feeling is I should be able to buy this commodity at the best price 
possible, at the lowest possible cost, and under the best favorable rates 
and over as long a term of years as possible. In the absence of any 
competitive source of energy, we have been obliged to deal exclusively 
with the P. G. & E. 

Now, as has been brought out here, the P. G. & E. is authorized to 
apply our schedule of rates, which has been approved by the State 
public utilities commission. In interpreting that schedule, we felt 
that it was a maximum schedule of rates which could be negotiated. 

We began to hopefully negotiate with the president of the P. G. 
& E., and shortly after our first meeting we were informed that our 
request for any consideration below our schedule was denied, and 
consequently this schedule would become effective at the expiration 
of our existing contract on August the 27th. 

In the case of Santa Clara, this has the effect of increasing our 
overall cost 27 percent, or a total of $118,000 per year, over the 
existing cost of energy. 

Now, the impact of such an increase on our consumers, both residen- 
tial, commercial, and industrial, is quite apparent. We don’t assume 
to argue the validity of the rate as established by the commission but 
we, naturally, are concerned about getting a jolt of 27 percent at 
one time. 

And I have taken the liberty to interpret this increase of $118,000 
in terms of equivalent taxes. In our case, based on our assessed valua- 
ation, this $118,000 per annum increase would be the same as increas- 
ing our taxes 3214 cents per $100 of assessed valuation. 

This represents about a fifth, or 20 percent, of the total tax rate 
the taxpayer pays in our city for all city services combined, and it is 
about 3 times the savings we have endeavored to make during the 
past 3 years, which I st: ated at the outset. 

In other words, we h: ave had about an 11.4-cent reduction, and if 
we interpret the rate-paying taxpayers in the same category, this is an 
increase about three times that. 

Now, such an increase, if the council would have authorized it or I 
would have recommended it, would have, I am sure, caused my dis- 
missal in short order. 

So consequently our officials and our residents and our commercial 
industrial people are somewhat concerned about this sudden increase, 
and in fact I think you will agree that in some instances it may resolve 
itself into a restudy of their cost of operation, because these factors 
are part of their operating and manufacturing costs. 

I have no quarrel, I say, with the rate structure because I have 
been unable to analyze it or criticize it, but in the absence of a com- 
petitive authority, it seems to me that we should have the opportunity 
to examine the cost of sales upon which this rate structure is based. 

I realize we have that opportunity and I think, as a city, we are 
prepared to make a complaint before the public utilities commis- 
sion to have the matter reheard and try to find out whether our sched- 
ule is based upon a realistic cost of sales. In the absence of 








S98 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


competition, I think that is the only fair basis for establishing a 
rate, is to establish the cost of sales before the rate is determined. 

So my feeling is in the absence of such a yardstick or independent 
audit or the cost of the sales of the P. G. & E., that we are lac ‘king in an 
examination, an unbiased examination of the Sooke upon which the 
rate structure has been predicated. 

Following the refusal of the P. G. & E. to negotiate further with 
us, and telling us in effect that our schedule will become effective at 
the expir: ation of our contract, which is August the 27th, we were 
at a loss to know what to do, but we again approached the president 
of the P. G. & E., Mr. Sutherland, and I am happy to say that he 
reconsidered the matter and has consented to reopen our negotiations. 

We have had one meeting with him and I am hopeful that perhaps 
same equitable arrangement can be arrived at which would be fair 
to the company and fair to ourselves. And frankly, as far as I am 
concerned, because I have no other recourse, I hope that the 27 
percent increase can be effected on a gradual basis over a term of years 
rather than in 1 single year; in other words, that we have an esca- 
lator arrangement rather than an elevator arrangement, I think our 
people could stand the shock a lot better. 

We are hopeful that perhaps some arrangement like that can be 
effected and perhaps a more favorable schedule of rates worked out 
which would still eventually reach the schedule but would do so in 
a more reasonable and easy manner. 

That is about all I have to say, gentlemen. I have the cost figures 
here on which this increase is based. I would like to enter it for 
the record, if you wish, the cost of our energy over a 12-month period 
iS $436,522.57, the cost of energy under the “R schedule is $554,586.12. 

If subtractions are made correctly, it results in an increase of 
$118,063.55, which is 27.05 percent. Do you wish this for the record ? 

Mr. Cuuporr. Without objection let it be offered in the record. 

(The matter referred to is as follows: 


PARTMENT OF INTERIOR AND REA S99 


| 
1Z'0 
cI 9% 
GO LZ 
(2 - 
& 
ea 
© 
Tt. 
i} 
— 
. é 
- 
— 
pl i nencineenciai 
© 
a 
~ 
— 
Z eseveloul | 
<< 038 4U9010¢4 
PD 
fH 
© 
< 


GL 


£8 


gg 


‘T86 'E 


‘TEL ‘PIT 
"£90 ‘SIT$ 


99200 ° 


8EL00° 
LLLOO* 
OLL00 
YOSDO * 
PLLOO” 
8LL00° 
LS200 ° 
PYLOO- 
L200 ° 
£FL00° 
““! 02200° 
6FL00 “OF 


anoy 
-1)8 MOTLY Jed 
| Js00 OFBIDAY 
osRoioul | 


junouwy =| oO 


“OSNVID JOYOILI OY} SUIPNOUI ‘UII ST 41 Se ‘eyNpeyos Y ey} 3 peyndusod st g “[OO- 


GI “98S “FES 





“ALON 


(QSNELD JOYOICI JO JoJo) OG AAO | OSROIDUT 


(@SNRP YORI YNOYIM) Y 10AO O osvaIUT 





“(OSNBPD JOYOIVI YIM) Y JOAO g OSvOIDUT 








OF “FS9 ‘Oe ZLL00° 20900 * LE 229 “OEP 00F ‘O28 ‘TL 
£6 1ZL “1S £¢L00" | ST “80¢ ‘TS 70900 ° | $0120 ‘IF | 009 ‘8Z8 ‘9 Co6l ‘Te ABI 
£6 009 ‘9F Z8200 * | 9€ ‘608 ‘OF 91900 ° | 19 ‘998 ‘9f | 000 ‘686 ‘¢ f ~~" “ger ‘Og “ady 
60 “O&L ‘OF | £2200 ° | 8Z “ORT “Lb | TT900° | $8080 ‘LE O0F ‘990 ‘9 Ed) CG6I ‘TE “AVIA 
IS 116 ‘IF | STS800~ OF ZLE Zh | 8900" | 69 OOF ‘Z0Z ‘S | om ~" “G61 “8% “G04 
EF 9SS ‘CF PRLO0 © Z0 ‘OZT ‘OF | TT900° | OF 009 ‘gs ‘¢ | ean s “--="“@G6T ‘TE ‘uBs 
GL “bL6 ‘OF Z8200 | O8 ‘O1Z ‘Lt 91900 * ee. 000 ‘00 ‘9 Diack ake <6" =" el ae eel 
Lb O19 ‘Lb | T9200° | ZL ‘648 ‘Lb 00900 * S9 “P69 “LE | 002 ‘282 ‘9 z 7 “$61 “Of “AON 
tI 10L “oF 89200 ° 86 606 ‘SF 90900 * QL “LEZ ‘GE eee = fem “$961 ‘TE “WO 
$8 “GZS ‘OF | 09200" 9S “9ZL ‘OF 10900 ° SI ‘096 ‘98 we. |. “$961 ‘Og “Ides 
60 “GSS ‘RF SFL00° $2 ‘IEL ‘Sb 06900 * 00 “68S ‘88 ee. § to tae ee "$61 ‘Te “Any 
bL ‘820 ‘GF ZLL00° 9F “S0Z ‘Zh T1900 * Lb SIF ‘ee 000 ‘89% ‘¢ eae * ----""$e6L ‘Te Aine 
bh L8L ‘OFS 89200 ‘O$ ZI ZI8 ‘1S £6500 ‘0$ IL ‘208 ‘Zes 000 ‘FFF “S : ~“ $961 ‘Of ouNns 
| | } 

| | | 

| anoy | (OSNBID YO) | anoy 
yuvuTap Tenqor | “BOTY Jod | pueulep uveul | -y3RMo]Ty Jed | | | 
Y nd A "| 4soo o8tuvay | YeNpeysg | 4soo ostseay | ZurpIq fenjoy 

| a v ‘pee tat aie Zurpuo poled Zulli 





OSNB]D JOYOIVA JNOYIT A 


Ge dae an a * 


rh, #. 








OSNe[D JOYIIBI WIT 














quoselg 





‘A YD) d most buyjrg vanzQ vung fo fiytg 


rm *e.. ae ih. 


9QQ ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Cuuporr. Have you completed your preliminary statement ? 

Mr. Basr. That is all I have to say, gentlemen. 

Mr. Cnuporr. Mr. Lanigan ? 

Mr. Lanican. Do you agree with the remarks of Mr. Weller re- 

garding the effect of a competitive yardstick of Federal power on 
the rate structure affecting northern California cities? 

Mr. Base. It seems to me, sir, with a commodity such as electrical 
energy which is of course sold to the public under a private utility 
arrangement which is controlled by the public utilities commission, we 
do not have the open competitive market that we do in other com- 
modities. 

For example, if I have a street paved or a sewer laid, I have to ad- 
vertise for competitive bids and the council opens the bids and it is 
let to the lowest bidder usually. 

In this case we haven’t that ability, and in leu of it I can think of 
no other possibility than to have a competitive yardstick or at least 
an unbiased audit to determine the cost of sales of the selling organ- 
ization. If that cost of sales were equitably determined and fairly 
audited, I would have no objection to going along with it. 

In fact, I don’t have at the present time exe epting I have in mind 
a question as to whether or not the cost of sales is proper, and I am 
merely suggesting that some agency, the Federal Government or 
otherwise, could at least furnish an unbiased capable technical audit 
which would assure the municipalities that we were getting a com- 
modity product at a fair price based on an actual analysis of the 
cost of sales. 

Mr. Lanican. Now you say you have only been city manager for 
a couple of years. 

Mr. Basr. Two years and ten months. 

Mr. Laniaan. Have you examined the records of the city that would 
show the history of your contracts? 

Mr. Basr. Frankly, the records are sparse in this particular matter, 
and I have gotten from conversation with others that were there the 
feeling that at the time that public power was made available to us— 
I may be mistaken, but I don’t believe I am. We were not too en- 
thusiastic about entering into such an agreement. There may be 
others in the room that know more about that than I. 

Mr. Lanican. When was the public power made available? 

Mr. Base. Well, to the best of my knowledge it was 5 years prior 
to the expiration of our present contract, whic hh was 1951, 1 presume. 

Mr. Lanigan. That was about the time you were able to negotiate 
a contract with the P. G. & E.? 

Mr. Base. I wasn’t around then. They were in the process of nego- 
tiation, as was brought out earlier in the hearing this morning, th: at 
the cities were interested in negotiating with the P. G. & E., and J 
think with the Federal Government. But what the circumstances 
were I am sorry I can’t answer. 

Mr. Lanican. That is all I have. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Base, I believe you stated that the increase in 
proposed rates would amount to $118,000 to your city. 

Mr. Basr. Yes, sir, to us asa wholesale pure haser. 

Mr. Knox. Do you sell power to industry in your city? 

Mr. Basx. Yes, sir. 
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Mr. Knox. What portion of the $118,000 would be absorbed by 
industry ¢ 

Mr. Base. I can only answer it on the basis of an average. I don't 
want to shoot at figures I can’t prove. 

My original intention was to absorb part of the differential and to 
make a new rate structure which was comparable to that in effect in 
the city of San Jose at present, which T think provided for an increase 
of around 15 to 21 percent, and I think the 15 pertained to industrial 
commercial rates and the 21 percent to residential. That is to the 
best of my knowledge. I was to absorb the difference. 

Mr. Knox. What justification would you use as your base that you 
should charge the residential consumers a higher rate¢ Because of 
an increase you must have had somewhat of a schedule that you 
followed prior. Why wouldn’t that follow on through instead of 
giving your residenti: il customers a higher proportion / 

Mr. Base. That is a controversial subject. I am not too prepared 
to go into the details. I think it is quite customary to have the in- 
crease different percentagewise in the different categories of service 
due to the costs of running that service being different in the different 
categories. 

The cost of rendering residential service is higher per dollar, we 
will say, than the cost of rendering that same service to industry, so 
it does not necessarily follow that the percentage increase should be 
the same in all categories. 

The rate structure adopted was the one in existence in the city of 
San Jose by the P. G. & E., and is the filed tariff rates approv ed by 
the public utilities commission. If you realize the proximity of 
Santa Clara to San Jose, they are one physical community, so we felt 
if the rates were justified i in San Jose, we could adopt them without 
too much controversy among our own users, and therefore it would 
be a most equitable thing to do. 

Mr. Knox. You have a contract with the P. G. & E. which sets 
forth the rate per kilowatt that you pay. What is that rate? 

Mr. Base. I don’t know. 

Mr. Knox. That you pay wholesale. 

Mr. Base. I don’t recall. 

Mr. Knox. You don’t recall the wholesale rate you jave with 
P. G. & E.? 

Mr. Base. Our rates at the present time are 6.07 on an average over 
the whole year per kilowatt-hour. 

Mr. Knox. Does that vary throughout the year 

Mr. Basr. The average cost to us? 

Mr. Knox. Yes. 

Mr. Bass. Yes; it does, because it depends upon the usage made 
by our customers and in the rate blocks in which various volumes are 
used because the rate blocks are so arranged that the higher the rate 
blocks, the lower the rate. 

Some users may use more during, for example, our canning seasons, 
and so on when industry uses a creat deal more current than other- 
wise, why I presume our average cost per kilowatt-hour would be 
lower because we are getting a tremendous amount of usage in the 
industrial blocks by industr y in the upper rate blocks. 

Mr. Knox. Do you know any community that is paying a rate, 
wholesale rate, of 1 cent flat per kilowatt ? 
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Mr. Basr. No, I don’t, sir. 

Mr. Knox. They are all below that? 

Mr. Base. I am not qualified to state that. 

Mr. Knox. On your problem of purchase of power and contending 
that the public utilities commission has increased the rates that will 
cost a 32.5-cent increase, is that per $100 valuation ? 

Mr. Base. Thirty-two and one-half cents per $100 of assessed valua- 
tion. Iam merely using that as an analysis; I did not want to make 
anything out of it partic “ul: rly. 

Mr. Knox. Have you ever compiled figures to determine as to the 
position your city may be in if they constructed their own generating 
plant ¢ 

Mr. Base. At the present time under our present system of growth 
and expansion, I would shudder at the idea of ¢ onstruction of our own 
generating plant at the present time on our own responsibility. 

Mr. Knox. Your relationship with P. G. & E. has been satisfactory, 
has it not, or has it ¢ 

Mr. Base. I would say up to the present time where we think we 
would like a little better dealing on the applic ation of the R schedule 
I think they have been emine ntly successful and satisfactory. I mean 
that from the standpoint of month-to-month dealing with their offi- 
cials and so on, I must frankly admit they have been s: satisfactory. 

Mr. Knox. And your elected officials of the city commission which 
are your superiors, felt that they were better off to deal with P. G. & E. 
than they were w ith the Federal Government? 

Mr. Base. At that time there must have been or might have been. 
I can’t say because I was not present, but from what I hear on a hear- 
say basis, they felt that way, either rightfully or wrongfully I am not 
prepared to say, but that was app: arently the opinion at that time. 

Mr. Knox. What is their opinion today relative to service by 
P. G. & E., and as to possible service they may acquire from Federal 
pre jects? 

Mr. Base. I am afraid, sir, I am not going to speak for the council, 
because I have never polled them on it as a group. 

Talking informally I would say that they are as much interested 
in giving “the ts ixpayers the best service at the least cost as I am, and 
that ine ludes the sale of electrical energy as well as anything else, so 
[ think that is as far as I will go with that answer. I just can’t go any 
further. 

Mr. Knox. It is quite natural that you hold a position which is 
responsible to the commission, and you want to set a record for your- 
self as the city manager that you are forever cognizant of your obliga- 
tions and are endeavori ing to tr y to bri ing about a lower rate. 

Mr. Base. I think my responsibility is to be service conscious and 
cost conscious to the public, and I think I share that obligation due 
to the established policy of the city council. If I deviate from it, 
I better look for another job. 

Mr. Knox. Mr. Base, you then are receiving all of the power that 
is needed for your city. 

Mr. Bass. Yes. 

Mr. Knox. From P. G. & E. 

Mr. Base. Yes; we are. 

Mr. Knox. You have never been short of power ? 

Mr. Basr. No, sir. 
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Mr. Knox. Mr. Chairman, I believe I have no further questions. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I would like to have that increase related to mills. You 

say the average is 

Mr. Base. I am not going to endeavor, sir, to perform any arith- 
metic gymastics here because I don’t think I am qualified to do so. 
I will submit this report. In terms of mills? 

Mr. Jonas. No; you have stated to Mr. Knox that in 1954 you paid 
un average of 6.07 mills per kilowatt-hour. 

Mr. Base. Yes. 

Mr. Jonas. I want to know what the average will be under the new 
contract. 

Mr. Base. 7.72. 

Mr. Jonas. So we are talking about 1.65 mill increase; is that 
right ? 

Mr. Base. Sir? 

Mr. Jonas. We are talking about a prospective average increase of 
1.65 mills. 

Mr. Base. If the subtraction is correct, I guess that is it, yes, 
1.65. 

Mr. Jonas. Do your records show—I realize you have not been 
city manager for but 21% years, but have you checked the records to 
find out—how the rate has fluctuated in the past ? 

Mr. Base. No; I haven’t, sir. 

Mr. Jonas. How would this 7.72 rate compare with the rate the 
city was paying in 1939; for example? 

Mr. Base. I haven’t seen the figures. I don’t want to make an an- 
swer to that. 

Mr. Jonas. You have stated that what you would really like to see, 
you have no objection to the fixing of rates by the public utilities com- 
mission, but you are not quite s: tisfied with the audits that have been 
made of the cost figures. 

Maybe I should not say not quite satisfied. You feel that the mu- 
nicipality should be able to have an independent audit made of the 
cost of sales. 

Mr. Base. I would like to clarify that a little. I know perfectly 
well we have the right to go before the Commission and file a com- 
plaint and hear the matter all over again. That is a costly procedure 
tous. Now, asa group of cities, we have pledged ourselves to do that 
thing if we found it became necessary. As an individual city I 
would hesitate to recommend the possible cost involved to us alone. 

In view of the situation I would like to turn to some agency that 
would be unbiased and factual and thorough that can make a basic 
cost of service study that we could all adhere to. 

T am not questioning the PUC’s authority or their results, but I 
think they should be open to public scrutiny by some unbiased higher 
agency that we could turn to if necessary that would not cost us a lot 
of money. That is what I am trying to get out from under. 

Mr. Jonas. You mean the PUC audits ought to be open to you? 

Mr. Base. The PUC exhibits and working papers that produced 
a cost of service schedule on which the R schedule is based should 
be open to audit, all the working papers, not just exhibits. I am 
speaking of the fundamental facts on which the R schedule is based. 
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Mr. Jonas. What you are saying is that you think the municipalities 
ought to have the right to audit ‘the worksheets of the PUC! 

Mr. Base. That’s right, in effect; yes; but I don’t have the ability 
or the cost to employ the necesss iry talent to do the job by myself. 

Mr. Jonas. I believe I have no other questions. 

Mr. Cuuporr. Mr. Hoffman ¢ 

Mr. Horrman. And following through, the purpose of that would 
be to get information which would result in a lower rate to your 
municipalities, isn’t it / 

Mr. Base. Not necessarily so. I want to be assured that the rate 
we are getting is based on a fair cost of service premise, that is all. 

Mr. Horrman. You mean, for example, whether the right wage is 
being paid to the employees ? 

Mr. Base. No, I want to know whether the cost of operation as 
included in that— 

Mr. Horrman. Including labor costs? 

Mr. Base. Everything, yes. 

Mr. Horreman. Including cost of material and everything? 

Mr. Base. Everything, taxes and everything you mentioned be- 
fore. 

Mr.Horrman. And then when you get all of the cost figures, what 
then ? 

Mr. Base. When you get all your cost figures, you apply the normal 
legal increase selling price permitted under the law, [ suppose. In 
a public institution it would be 7, 5, 6, or 514 percent. 

Mr. Horrman. One of the purposes of this audit would be to ascer- 
tain, for example, what is being paid for material, wouldn’t it? 

Mr. Bast. Not whether too much was being paid. Whether the 
tigures included in the analysis which produced the cost of sales figures 
submitted to the PUC were realistic. 

Mr. Horrman. As I understand it you contend that the rate is too 
high. 

Mr. Base. No, sir; I do not contend that. 

Mr. Horrman. You do not ¢ 

Mr. Base. No, sir. 

Mr. Horrman. But you want a lower rate. 

Mr. Base. No, sir: not necessarily. 

Mr. Horrman. What do you want? 

Mr. Base. I want an audit of the cost of sales upon which the rate 
structure is based so I can be satisfied and turn to my council and say 
I believe the R schedule is based on a practical realistic cost of sale. 
This is a fair rate, and therefore, I recommend we don’t oppose it. 

Mr. Horrman. Including a dividend? 

Mr. Base. Yes, sure: everything that is allowed in the normal ac- 
counting system that applies to public utilities. 

Mr. Horrman. Then, when you get all of those figures you reach a 
conclusion, do you not, that the rate is either too high, too low, or is 
all right ? 

Mr. Base. Whatever the facts show I will abide by. If they are 
too low or too high—— 

Mr. Horrman. Well, when you get all these figures before you, then 
you want to know whether the company is m: aking too large a profit, 
don’t you? 

Mr. Basr. That is not my business, sir. 
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Mr. Horrman. But that is one of the things that will have to be 
taken into consideration in determining what the rate would be, 
isn’t it? 

Mr. Base. By some higher authority than myself. 

Mr. Horrman. Yes; so we would have some agency somewhere 
fixing the rate of profit, wouldn’t we / 

Mr. Base. I am going to leave it at fixing the cost of sales, I don’t 
care about the profits. 

_Mr. Horrman. To fix the cost of sales you have to ascertain the cost. 

Mr. Bares. You can add the profit, | don’t know what the traffic 
would be, you can say 5 percent, 6 percent. Whatever is fair would 
be a fair profit to add to the cost of sales. 

Mr. Horrman. Who is to determine what is a fair profit, this agency 
which you want to make the audit ? 

Mr. Base. I presume the Public Utilities Commission has that au- 
thority right now, if I am not mistaken. 

Mr. Horrman. Do you favor some agency of some kind determining 
what the rate of profit should be? 

Mr. Base. Well, it is nothing unreasonable in a case where they are 
guaranteed a certain profit by public utility statutes, I think it is 
not unreasonable to examine into their cost of sales and amount of 
profit. I think in the proper text of the public interest which I am 
particularly engaged and interested in, I think it is a fair thing to do. 

Mr. Horrman. And you thing some agency should determine the 
rate of profit that the individual should make? | 

Mr. Base. An individual is not subject to the same regulations a 
public utility system is interested in. 

Mr. Horrman. No; as I understand it, your State agency is pre- 
sumed to protect the purchaser of electrical power; isn’t it ? 

Mr. Base. That’s right, our public utility commission is supposed to 
protect the consumers. 

Mr. Horrman. Don’t you have faith in that agency ? 

Mr. Base. Yes, certainly. 

Mr. Horrman. But you still want another one. Wait a minute, 
maybe I misstate it. What you want is an opportunity to look at 
the figures that the State agency uses; is that it? 

Mr. Base. I want an opportunity to audit the figures on which the 
R schedule is based. 

Mr. Horrman. By the State agency. 

Mr. Base. By the State agency, that’s right. I know I have that 
authority right now. 

Mr. Horrman. If, in auditing that, you found that they paid too 
much in excessive rates for labor, or for material, or for profit, each 
one ought to be reduced; shouldn’t it? 

Mr. Base. Iam unable to answer the details of that. 

Mr. Horrman. Where you are getting, are you not, is into a posi- 
tion contending that some agency, either the State, Federal, or munic- 
ipal organization, should fix the rates not only of labor, but of ma- 
terial and of profit? 

Mr. Base. Well, in the interests of public business I think the 
public has a right to request protection or at least unbiased source of 
information upon which it can rely in doing business with a public 
utility corporation whose profits are guaranteed by the State agency. 
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Mr. Horrman. Wait a moment, you said that 3 or 4 times. You 
said it twice, I will withdraw the 3 or 4. Do you contend the State 
guarantees the P. G. & E. an overall profit of any amount? 

Mr. Base. No; I didn’t say that; no, sir. 

Mr. Cuuporr. Is that all, Mr. Hoffman ? 

Mr. Horrman. Yes. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Base, what you are urging is that the figures used 
be so analyzed that you have confidence that they reflect a fair 
appraisal of all the factors in connection with the setting of this 
R schedule? 

Mr. Base. Sir, I thought I tried to make that point clear. That 
is exactly what I mean and that is all I mean. 

Mr. Moss. It is your position that smaller municipalities find it 
difficult to undertake the costly process of contesting rate cases. 

Mr. Base. Exactly so. 

Mr. Moss. On this matter of our Public Utilities Commission, I 
believe the laws of California do guarantee that they will have a fair 
return on their investment, and the utilities commission is charged by 
law with setting a rate reflecting that fair return. 

Mr. Base. That’s correct. I have no objection to that procedure 
either. 

Mr. Moss. And you want the assurance that the R rate doesn’t pro- 
vide for more than that fair return ? 

Mr. Base. Well, I think I can say that there are not two consultants 
in this field in the United States that would agree on the identical 
tigures for the cost of service for a utility, and they are experts in 
the field and I am certainly not. 

Mr. Moss. You feel that the availability of a block of power, Federal 
power as we have in the Central Valley, tends to aid the municipalities 
in keeping rates a little lower than they would be without that power ¢ 

Mr. Base. I can’t prove that excepting I know that if there are 
competitors in the market, they tend to keep the price more or less 
stabilized, I believe. 

Mr. Moss. You contract with the P. G. & E. and the city of Red- 
ding also contracts with them. What will be the comparative status 
of the two cities under the new contract ¢ 

Mr. Base. Well, Redding will be receiving its energy at consider- 
ably less than we will. 

Mr. Moss. And you feel that in that instance it reflects the working 
of this Federal block of power, the availability of it near at hand? 

Mr. Base. I couldn’t prove that that is a direct result of it, but it 
seems to have some effect on it. 

Mr. Moss. That would be your opinion. 

Mr. Base. It would seem to be; yes. 

Mr. Moss. I think that these are all the questions I have. 

Mr. Cuuporr. Are there any further questions? Mr. Lanigan ? 

Mr. Lanican. Could you give us the difference between the pro- 
posed rate for Santa Clara and the rate that Redding pays? 

Mr. Base. I don’t have the figure at hand; no, sir. I think the 
association has, but I don’t have the figures at hand; no, sir. 

Mr. Cuuporr. But you do know that the city of Redding pays less 
than the city of Santa Clara ¢ 
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Mr. Basr. Then the city of Santa Clara will pay. I am not gomg 
to put the figure down. I just don’t recall it. Considerably less. 

Mr. Jonas. The Redding contract does not expire now and your 
contract does. ; 

Mr. Base. I am saying the R schedule became effective automati- 
cally on August the 28. 

Mr. Jonas. Because your contract expired. 

Mr. Base. That’s right, so I am working not under a contract but 
under an R schedule. 

Mr. Jonas. Redding is working under a contract ? 

Mr. Base. That’s right. 

Mr. Cuuporr. Thank you, Mr. Base. 

The subcommittee will now adjourn until 2: 20 o’clock. 

(Thereupon, at 12:55 p. m., the subcommittee recessed to reconvene 
at 2:20 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 

Is Mr. Keithley still in the room? 

Mr. Keithley, I wonder if you would just come up. Mr. Jonas 
would like to ask just one question, something he forgot to ask you 
when you were in the chair before. 


FURTHER STATEMENT OF JEROME KEITHLEY, CITY MANAGER, 
CITY OF PALO ALTO, CALIF. 


Mr. Jonas. Would the city of Palo Alto be interested in any sort 
of contract that would furnish its full power requirements, unless 
it was a long-term contract ? 

Mr. Kerrutey. Would they be interested in any? 

Mr. Jonas. In making a contract for power, that is, to supply 
your full needs, unless it had a definite and specific period of time. 

Mr. Kerruiey. I wouldn’t know that. That has never been pre- 
sented to the city council for decision. 

Mr. Cuuporr. You would have no authority to make any policy 
on that, anyway, would you? 

Mr. Kerrutey. No; I wouldn’t. That is decided by our city council. 

Mr. Cuuporr. I don’t think he can answer that question. 

Mr. Jonas. I had assumed that the city would not be interested in 
disrupting its present arrangements, and substituting other arrange- 
ments for a power supply, unless you could be assured of the power 
supply for a specific period of time, and I use the words “long-term 
contract,” because I think you should require a minimum of at least 
D years. 

Mr. Kerrniry. Contracts in the past have been for 5 years. 

Mr. Cuuporr. Thank you, Mr. Keithley. 

Is Mr. David Koester in the room? 

Will you have a chair, please. 

Will you identify yourself for the reporter. 
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STATEMENT OF DAVID KOESTER, CITY MANAGER, CITY OF 
ROSEVILLE, CALIF. 


Mr. Korsrer. My name is David Koester. I am the city manager 
of Roseville. 

Mr. Cuvuporr. Do you havea preliminary statement ? 

Mr. Korsrer. I have hee in Roseville only 3 months as city man- 
ager, so I am a relative newcomer to this situation, and I will confine 
my remarks just to the present situation in the city of Roseville, be- 
cause IT am not very familiar with the past details of what has hap- 
pened. 

Mr. Cuvporr. Will you proceed. 

Mr. Korsrer. I came to Roseville as city manager in June of this 
year, and at that time one of the first problems I ran across was the 
expiration of the city’s contract with the P. G. & E. for power. 

We get all our power at the present time as a wholesale customer 
of the P. G. & E., and our contract expired. We had a 5-year contract 
with them, and it expired on September the 6th, about 1 week ago. 

And prior to my coming, the city council of Roseville had recognized 
the problem coming up, and had taken some preliminary steps to in- 
vestigate what they were going to do when the contract expired, and 
about the time I got there, within the first week or so, the local repre- 
sentatives of the P. G. & E. brought a new contract in, presented it 
to me, and asked if we would consider signing that contract which set 
the rates up under the new so-called R schedule, and it was about that 
time that the member cities, 9 or 10 cities here, got together and started 
discussing this forthcoming rate increase, and we had a few meetings, 
as a result of which we presented a proposal to the P. G. & E. as ‘to 
what we would feel would be an acceptable rate increase, and subse- 
quent to that Mr. Sotherland, the president of the company, wrote a 
letter to the effect that they had turned down our proposition and did 
not see any use discussing it particularly further. 

Then we had another meeting and it was our almost unanimous—I 
would say unanimous—conclusion that the rate we felt was unjustified, 
was too high, and if need be that we would go to the effort of reopening 
this segment of the case before the public utilities commission, if we 
had to go that far and could not reach what we thought was a reason- 
able set of terms. 

Shortly thereafter, then, certain members of our group met again 
with Mr. Sotherland, at which time they agreed that they would 
further consider this whole matter of rate increases, and that is where 
the matter stands at the present time, as far as I know. 

Our negotiations, I don’t believe at this time have been closed, and 
our relationships have been amicable up to this point, I believe. 

In the meantime, I should say probably before I came to Roseville, 
the council appointed a citizens committee—the city council—to in- 
vestigate the power situation and come up with some recommenda- 
tions, and this committee checked into the question of whether or not 
Federal power would be available to the city of Roseville if we were 
interested in it, and they at that time contacted our Congressman in 
that area, Mr. Clair Engle, and I have a copy of a letter here from 
Mr. Clair Engle, addressed to the chairman of this citizens commit- 
tee, in which Mr. Engle says: 
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The Bureau of Reclamation has informed me that there is no power available 
in the Central Valley project for sale. The city of Redding made an inquiry 
similar to yours recently, and that is the information that was given them. 

So we have, on the basis of this, pretty much concluded there is no 
Federal power available to the city of Roseville, although we hear 
rumors, and none of them can be pinned down, to the effect that pos- 
sibly there is some power around some place that is not committed, 
and it was my hope when this hearing situation first came up—lI 
think we are looking for help more than Yanything else, we would like 
to know whether there is or not any Federal power available. We 
would like to have an answer. 

And of course we have an answer here, and if that is final, why, that 
is final, and that leaves us no alternative, of course, because we have 
no alternative source of power. 

Just a figure or two here. The average cost of power in Roseville 
during the last fiscal year was 0.717 cent per kilowatt-hour, or 7.17 
mills. 

In the new R schedule going into effect, which presumably it will, 
our average cost for the same period would have been 9.538 mills, 
which in our own particular case would have made an increase of 
30.761 percent. 

Now, that is in our own particular case. It will vary from city to 
city and it will vary from year to year, depending upon ‘how our pow- 
er usage goes to different classes of customers and so forth. 

So we were faced, then, with a 30-plus-percent increase in our cost 
of power. And, of course, in our position that means passing it on 
to the consumer, "and we are taking steps at this time to raise our rates 
to pass this ine rease on to the customers, in the most equitable manner 
possible, because we cannot absorb it in our own utility operations. 

So, in summary, I would repeat that as far as I am concerned, and 
as far as I know, the other members of our group feel that this pro- 
posed rate increase is excessive, and although negotiations are still 
going on between us and the Pacific Gas & Electric, and it may be we 
will reach a satisfactory conclusion, if we don’t, like I said before, I 
feel that we are prepared as a group to reopen this case before the 
public utilities commission. 

In the meantime, if we can get any further information on whether 
or not Federal power is available to us, we would like to have that in- 
formation. I can’t speak for the city council, they are the policy 
group, but I feel that if they were advised that there is Federal pow- 
er available, we would certainly consider or at least investigate into 
their proposition to the city—what it would cost us and so forth. 

And if there was a cost differential there that would be a savings to 
the residents of the city of Roseville, it would probably receive very 
favorable consideration. 

And I also am of the strong belief, as I believe has been said here 
earlier, that if there were a competitive situation existing, if the city 
of Roseville had the opportunity of using the Federal power for a 
yardstick, or whatever you want to call it, we would probably be in a 
much better negotiating position. 

I don’t think there is any doubt about that. 

I believe it has been proven by the city of Redding, which now en- 
joys, with their present contract compared with our contract, just 
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expired, approximately a 10-percent rate advantage over ours. And 
it says right in the public utilities decision of 19 "1, I believe it w: aS, 
that “they” recognized the element of competition when they set that 
rate. 

That is about all I have to say. 

Mr. Cuvporr. Mr. Lanigan, do you have any questions / 

Mr. Langan. How much would the Redding rate be under the pro- 
posed rate for Roseville ¢ 

Mr. Koester. Well, it would be about 40 percent, because they have 
10 now, and ours is going up 30. 

Mr. Laniean. Do you know whether any of the other cities in your 
group have the adv antage of a 5-year contract with an option to renew 
it at the same rate that Redding enjoys / 

Mr. Koester. Not to my knowledge. I know our new contract 
which was proffered to us by the Pacific Gas & Electric for the forth- 
coming period contained the usual clause in there that the rates would 
be subject to modification by the public utilities commission, and I 
don’t believe there was an option to renew in that contract. 

Mr. Laniean. What would be the demand, power demand, of the 
city of Roseville over the next 5 years / 

Mr. Korsrer. Well, we are relatively small, only 10,000 population. 
Our power demand right now, our maximum demand, is only about 
1,000 kilowatts, and over 5 years, why, we can reasonably expect a 
10-percent increase per year, as it has been increasing, so over 5 years 
it might increase another two or three thousand, barring any big de- 
velopment that we don’t know of at this time. 

Mr. Laniean. Where is Roseville located, with respect to the Shasta 
and Keswick Dams, and the transmission lines ? 

Mr. Koester. We are right outside of—18 miles the other side of 
Sacramento. The new Folsom Dam power line goes right pein the 
city limits of Roseville, the transmission line from Folsom. I don’t 
know where it goes from there, but it does run right on the edge of our 
city limits now. 

Mr. Lanican. So if there were power available, it would be possible 
to pick it up? 

Mr. Korsrer. We would certainly be in a geographical position to 
take advantage of it; yes. 

Mr. Lanigan. That is all. 

Mr. Cuuporr. Mr. Knox. 

Mr. Knox. Mr. Koester, you have stated that your rates will in- 
crease from 7.71 mills; is that right ? 

Mr. Korsrer. 717. 

Mr. Knox. To what? 

Mr. Korsrer. 0.9338. 

Mr. Knox. Apparently you had a higher rate than one of your 
sister cities, Lodi. 

Mr. Korsrrr. I believe the rate blocks are the same, but our use is 
relatively light. The rate blocks are set up so that your first 130 kilo- 
watt-hours per kilowatt of demand are a certain rate. 

Mr. Knox. You did not have the volume. 

Mr. Korsrer. And we just don’t have the volume to get down into 
the lower category, because we have no industrial load or anything 
like that in Roseville. 
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Mr. Knox. What are the revenues to the city of Redding from the 
sale of electric power / 

Mr. Korsrer. Of Roseville ? 

Mr. Knox. Yes. 

Mr. Koesrer. What do you mean, our total? Our estimated revenue 
for the current fiscal year is $355,000. 

Mr. Knox. How much of that is diverted for other purposes than 
the furnishing of electric power ¢ 

Mr. Korsrer. We will contribute from that during the current fisca] 
year approximately $120,000 to the operation of general city functions. 

Mr. Knox. You could reduce your electric-power rate to the con- 
sumers if you did not divert the funds: is that not true? 

Mr. Koersrer. That is correct. 

Mr. Kwox. In other words, the people of Roseville are enjoying a 
tax credit as far as their real and personal property is concerned, 
because they are paying it through a rate. 

Mr. Korster. That’s right. 

Mr. Knox. What would your rate be if you did not divert the 
funds? 

Mr. Korsrrr. Well, you can see from those two figures would be 
about a third less if we didn’t contribute to the government opera- 
tions, but that has been traditional ever since Roseville has had the 
power system, that we support the general government operations 
through the utility revenues. 

Mr. Knox. In other words, you tax the users of power in order to 
support your city police and fire departments, sewage disposal, and 
what have you / 

Mr. Koester. That’s right. 

Mr. Kwnox. It is not that you figure your actual costs to the 
consumers. 

Mr. Korsrrer. It depends on how you look at it. Our power rates, 
as they stand now, are about a minimum of 10 percent and in certain 
categories as much as 25 percent below the utility rates of privately 

owned utilities right adjacent to the cities, so our residents actually 
pay less than they would if they were in surrounding towns. 

Mr. Knox. So I may not. misunderstand you, did you say your 
rates in Roseville were 25 percent 

Mr. Korsrer. Up to as much as that in certain classifications, not 
in the residential. It is only about 10 there, but in the commercial 

‘ategory we are as much as 20 to 25 percent below. 

Mr. Knox. That is including the diverting of revenues? 

Mr. Koester. Yes. 

Mr. Knox. So with the new rate coming into effect, then you will 
be on a comparable rate to your sister city, which is supplied by the 
municipality, and still divert funds, is that correct? 

Mr. Korsrer. Correct. 

Mr. Knox. I think you have a very favorable rate, have you not‘ 

Mr. Korsrer. Now ? 

Mr. Knox. Yes. 

Mr. Koester. Comparatively speaking it is; yes. 

Mr. Kwox. There is no diversion of funds from your sister city, 
that is being served by a private utility ? 

Mr. Korster. No: they are being served by a private utility. There 
would be no opportunity for diversion of funds. 











Q|2 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Knox. Then do you really feel that your fair city has a serious 
problem, as far as rates is concerned / 

Mr. Korsrer. Let me put it this way. We feel that the rate in- 
crease coming up is more than is justified. We don’t feel that our 
particular group of customers, resale customers, should be subjected 
to a 30 percent rate increase at this time. We feel that is excessive. 
We in our proposal agreed that a reasonable rate increase would be 
acceptable to us. 

Mr. Knox. In face of the fact that you will have a comparable rate, 
plus the diversion of about one-third. 

Mr. Korsrrr. Of course, we like to take a little credit for that fact, 
that we are able to divert that much money to our gener: al fund, and 
still keep our rates down, especially in view of the fact that we are 
paying so much for our power at the present time. 

Mr. Knox. It is rather difficult for me to understand how you 
could expect that you should have a more favorable ‘ate when you 
have admitted yourself that your sister city has a 25 percent higher 
rate than what you have, plus the fact that you are diverting one- 
third of your revenues for other purposes in your city. It just doesn’t 
add up. 

Mr. Korsrer. I think it does. We are not complaining particularly 
about our present rate in the contract just expired. I don’t think 
anybody would have any objection to that rate at the present time. 

But we feel if we were only getting, say, a 10 percent increase now 
instead of 30, we could serve our municipal customers considerably 
cheaper. 

Mr. Knox. Oh, there isn’t any question you could, by 10 percent, 
that is for sure, but the question that is involved is whether it is 
justified. 

The rate that you have today, what you are going to have to pay 
tomorrow will be comparable, you said, to your sister city, and then 
you are still going to be able to divert one-third of the revenues for 
other purposes. 

Mr. Korsrer. It is going to squeeze us to do it, but we are going to 
have to do it. 

Mr. Kwox. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. How does the rate you pay now, that is under the con- 
tract that is just expiring, compare with what you were paying, say, 
in 1939? 

Mr. Koester. I couldn’t tell you that, sir. 

Mr. Jonas. You were not. with the city then? 

Mr. Korsrer. No, sir. 

Mr. Jonas. You have only been there a short time? 

Mr. Korster. That’s right. 

Mr. Jonas. And you haven’t checked the records? 

Mr. Korsrer. No, sir; I haven’t. 

Mr. Jonas. Do you know if your city of Roseville would make a 
contract in which it places its entire dependence for power, unless it 
was a long-term contract ? 

Mr. Korsrer. Well, of course, I couldn’t really answer that, because 
it wouldn’t be my decision, but I would say that the city wouldn't 
want to set itself adrift on any kind of a temporary arrangement for 
power. 
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Mr. Jonas. You feel that from the standpoint of being prudent, you 
ought to have your requirements taken care of, if you make a change? 

Mr. Korsrer. Definitely. We would have to be assured, if we do 
make a change, that it is going to be a stable, long-term supply. 

Mr. Jonas. For example, if some of the secondary, or offpeak 
power that is now available, it has been called today excess power— 
you wouldn’t be able to use it, because it wouldn’t be a firm commit- 
ment. 

Mr. Korsrer. No, not without some firm power we couldn’t, no. 

Mr. Jonas. That is all. 

Mr. Cuvvorr. Mr. Hoffman? Mr. Moss? 

Mr. Moss. Mr. Koester, this matter of the diversion, as it has been 
called, of $120,000 to general fund items of your city would reflect 
two benefits that the owners of your city system would derive. 

(1) It would be comparable somewhat to the payment of taxes, and 
(2) It brings about lower power rates. It is a dividend received by 
your people for their investment in a municipal system, is it not? 

Mr Koester. I would say that would be correct; yes. 

Mr. Moss. And in your disagreement with the schedule R, you feel 
that it is an excessive rate? 

Mr. Koester. I do; yes. 

Mr. Moss. And it should be set at a level. In your case, if it is 
9338, it isn’t too much lower than some of the domestic customers get, 
is it? 

Mr. Koester. That’s correct, in the lower-rate blocks. In indus- 
trial customers of the P. G. & E., I believe it goes down lower than 
that. 

Mr. Moss. I believe it does. I haven’t checked it recently, but it 
seems to me that it does. 

Mr. Korsrer. I am quite sure that it does. 

Mr. Moss. And if you had a block of Federal power in the area, 
whether or not you contracted for it directly, do you feel that it would 
have a beneficial influence on the setting of the rates you pay as a 
municipality ? 

Mr. Koester. I would feel, from what we have seen happen else- 
where that it would; yes. 

Mr. Moss. At one time prior to your service as city manager, didn’t 
Roseville try to enter into an agreement with the Bureau, or did it 
enter into an agreement ? 

Mr. Koester. It did enter into an agreement in 1945. 

Mr. Moss. And service was not made because of inability to trans- 
mit the power to Roseville? 

Mr. Korsrer. That is what I understand, that they didn’t have a 
wheeling agreement signed, and no way to get the power to the city 
of Roseville, and that went on for several years, during which time 
the city of Roseville was waiting for delivery of Bureau power; so in 
the meantime they did not sign any contract with the P. G. & E., and 
bought power on a day-to-day basis at a higher rate, which was cost- 
ing the city $1,000 a month more, something like that, in the interim 
while they were waiting for this delivery of Bureau power. 

Mr. Moss. But had the transmission lines been available, or a satis- 
factory wheeling arrangement, Roseville now would be enjoying a 
status as a preference customer for federally generated power. _ 








914 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Korsrer. I assume that it would, because they had signed the 
contract, and they drifted along for several years there, waiting for 
the power to come, and it never did. 

Mr. Moss. Have you made any inquiry of the Bureau regarding the 
33,000-kilowatt block which has been set aside for the use of a plant 
in the State of Nevada ¢ 

Mr. Korsrrr. No, sir. 

Mr. Moss. Has the Bureau ever at any time indicated to you that 
such a block was being held aside ? 

Mr. Korstrr. Not tomy knowledge; no. The latest we have is this 
letter “ oe to from Mr. Engle, which was written in April of 
this ye We thought we w ould get the true answer, perhaps were 
more likely to get a true answer going through our Congressman i in 
that area, and we never did make an official “applic ation directly to 
the Bureau, after we received that reply from our Congressman, be- 

cause we figured it would be just a waste of time and effort to go 
through applic ation procedure. 

Mr. Moss. You were not aware, then, that the contract covering 
that 33,000 kilowatts was scheduled to expire, I believe, the end ot 
June, unless satisfactory wheeling arrangements had been made to 
vet it? 

Mr. Korsrer. No, sir; the first I heard of that was through this 
committee. 

Mr. Moss. Thank you very much. These are all the questions I 
have, Mr. Chairman. 

Mr. Cuvuporr. Mr. Koester, to sum up in my mind, the city of 
Roseville has the same problem that the cities of Santa Clara and 
Palo Alto and Lodia and all the other cities that are members of the 
Northern California Municipal Utilities Association have. 

You all would like to have Federal power if you could get it, not 
that your relationship is bad with the Pacific Gas & E lectric, but 
because of the fact that you feel if there was availability of some 
Federal power, there would be a yardstick which would provide com- 
petition, so that you could get a better rate for your power from Pacific 
Gas & Electric, and as a result thereof, pass it on to your consumers at 
a cheaper rate than they now pay; is that right? 

Mr. Korster. Yes, sir. 

It is just a matter of economics. If we could buy power, firm power, 
on a long-term contract for half the cost, approximately, ‘of the P. G. 
& EB. proposed new rate, naturally I think we would be very willing to 
consider it. 

Mr. Cuuporr. Mr. Lanigan? 

Mr. Lanigan. Do you think the fact that P. G. & E. is retailing 
power in nearby cities at a rate 25 percent higher to the retail con- 
sumer is a sufficient reason for raising your resale rates so that you will 
have to sell to consumers at the same price? I don’t mean sell; is 
sufficient reason for raising your resale rate so that you will sell to 
consumers at the same price ? 

Mr. Korsrer. We are very happy to be able to have enough leeway 
there so that we can raise our rates enough to cover this increase, and 
still not be above the rates in neighboring towns. 

[ would like to correct one impression—this ¢ 25 percent is not true in 
all categories. I believe I said that before. I — in one category, 
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commercial, is where our biggest difference is, and it is only about 10 
percent in residential. 

Mr. Lanican. Do you attribute lower rates to your municipal dis- 
tribution system / 

Mr. Koester. Well, I assume we would, yes; I don’t know what else 
you would attribute it to. 

Mr. Lanican. That’s all I have. 

Mr. Cuuporr. Do you have any further questions ? 

Mr. Knox. Yes; I have one more. 

Mr. Koester, you answered Mr. Moss relative to a question that dwelt 
with the $120,000 diversion of revenues to the operation of city govern- 
ment, that it was in lieu of taxes and a dividend on the investment of 
the community. 

Now, isn’t it true that your sister city, which is supplied by a private 
utility, assesses private utility’s property in the city ? 

Mr. Korsrer. Oh, I am sure that they do; yes, sir. 

Mr. Knox. And they receive revenues from it / 

Mr. Korstrer. Some revenue, yes. 

Mr. Knox. So that would offset anything as far as rates were con- 
cerned from your city to your sister city, as far as revenues from the 
electric utility was concerned ? 

Mr. Korsrrr. I don’t think it would offset anything. I think it 
would offset a small portion of it. I know if our municipal distribu- 
tion system were privately owned at the present taxation rates, our 
municipal taxes on that system would not be anywhere near $120,000. 

Mr. Knox. Mr. Koester, are you a resident of California? Have 
you been for a long time? 

Mr. Koester. For about 3 months, sir. 

Mr. Knox. Is that all? 

Mr. Koester. Yes, sir. 

Mr. Knox. You possibly would not be familiar with the question. I 
shall withhold it for another witness. 

Mr. Cuuporr. Mr. Jonas, do you have anything further? 

Mr. Jonas. Well, let’ssee. What is your distri bution system worth ? 

Mr. Korsrer. I don’t know for sure, offhand. I believe it is valued 
on the books at something like $250,000. All we have is distribution 
only. We have no generating facilities. 

Mr. Jonas. What is your tax rate per thousand ? 

Mr. Korsrer. One dollar and forty-five cents per hundred. 

Mr. Jonas. If the assessed valuation were $250,000 

Mr. Koester. Of course, your assessed valuation probably wouldn't 
be that. That is supposedly an actual valuation. Assessed valuation 
is nowhere near full valuation, as we all know. It is somewhere 
around 

Mr. Jonas. You mean that $250,000 was original cost, less depre- 
ciation ? 

Mr. Koester. I think that is the figure. That is somewhat of a 
guess, as far.as I am concerned. 

Mr. Jonas. Anyway, whatever the property would be assessed for, 
it would carry the normal tax rate. 

Mr. Koester. Yes. 

Mr. Jonas. And produce revenue for the city, if the distribution 
system were operated by a private company ? 

Mr. Koester. That’s correct. 
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Mr. Jonas. Now, will you tell me, please, how long the Bureau kept 
alive the contract it had with Roseville back in 1944? You said for 
several years Roseville did nothing about it. I assume that the con- 
tract was still a binding one, so far as the Bureau is concerned. 

Mr. Koester. I am sorry, I can’t tell you the exact date that that 
contract was canceled, but 1t was sometime, I believe, prior to 1950. It 
must have been around 1948 or 1949, somewhere in there. It was 
signed in 1945. 

Mr. Jonas. And it must have been extended 2 or 3 times. 

Mr. Korsrer. Well, it was a 5-year contract a ‘nit was signed. 

Mr. Jonas. But never did go into effect / 

Mr. Korstrrer. No, they never could get delivery. 

Mr. Jonas. And who finally canceled it? 

Mr. Korsrer. The city council, from what I understand. 

Mr. Jonas. During all that time the Bureau or the Government 
remained liable under its contract ? 

Mr. Korsrer. I don’t know what the legal relationship there was. 
They apparently couldn’t deliver the power. 

Mr. Jonas. Do you know anything about the contract the city of 
Sacramento has for Bureau power? 

Mr. Korsrer. No, sir. 

Mr. Jonas. You don’t know the amount of the contract demand ? 

Mr. Korsrrer. No, I don’t. 

Mr. Jonas. You haven’t checked on that ¢ 

Mr. Korsrerr. No, sir. 

Mr. Jonas. All right; that is all. 

Mr. Lanitcan. I have just done some quick figuring here. 

This $1.32 per hundred at $250,000 would run around $3,300 per 
year. 

Mr. Cuvuporr. T think the assessed valuation probably runs one- 
third to one-half of the actual value of the property: isn’t that right ? 
Mr. Korsrer. I believe that is correct in the State of California. 

Mr. Cuuporr. So the tax revenues would be probably about $1,000 
or $1,100 if the property were taxable / 

Mr. Korster. I don’t know. I am not very good at arithmetic. 

Mr. Cuvporr. I don’t think it is important. 

If there are no further questions, | want to thank you very much, 
Mr. Koester. 

Mr. F. V. Frey. Mr. Frey, will you please identify yourself for the 
reporter. 


STATEMENT OF F. V. FREY, SECRETARY, CALIFORNIA MUNICIPAL 
UTILITIES ASSOCIATION 


Mr. Frey. My name is F. V. Frey, secretary of the California Mu- 
nicipal Utilities Association, an organization that has been in opera- 
tion about 25 years in the State of California. 

Our membership supplies services to about 8 million people in the 
State, either through their electric, water, or gas departments. Our 
members, from Redding to the north to San Diego in the south, take in 
the two large communities of San Francisco and Los Angeles. 

[ happen to be an employee of the city of Pasadena light and power 
department, and am not a full-time secretary. I might say that I have 
been authorized to bring three resolutions. Two have been passed in 
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pre vious years—we felt your committee would like to know the think- 
ing of the utilities in the State of California—and the last one was 


passed by our board of governors just recently. 
The first two were passed by the complete membership. They reflect 


the thinking of all the utilities. The last one reflects the thinking of 
13 members of our board of governors, which is a representative group 


throughout the State. 
So, with permission of the committee, I would like to read these three 


resolutions. I dont’ think it will take very long to do it. 
This first resolution was passed Nov ember 21, 1947: 


Whereas the California Municipal Utilities Association is composed of 
municipally owned utilities which have a direct interest, as potential power dis- 
tributors, in the disposition of electric energy generated at Federal multipurpose 
projects ; therefore be it 

Resolved, That we record our opposition to the principle of “bus bar” as pro- 
posed in H. R. 3036, now before the Public Works Committee of the House of 
Representatives. The requirement for the Government to sell publicly financed 
low-cost electric energy at the dam site would prevent the full benefits of such 
energy from reaching the public, and would make impossible the granting of 
preference to public bodies, cooperatives, and municipalities in the sale of such 
power which for 45 years has been embodied in the law governing Federal power 
sales; and be it further 

Resolved, That the secretary is instructed to send copies of this resolution to 
all Members of the Congress from the State of California, as well as committees 
of the House and Senate concerned with this legislation. 

Dated at Sacramento, Calif., this 21st day of November 1947. 


This next resolution was passed on February 5, 1954: 


Whereas the principle of preference to municipal public utilities in the sale of 
electric power from Federal dams was originally provided for in the Reclamation 
Act of 1906; and 

Whereas that same principle has been repeatedly reaffirmed and restated in 
Federal legislation enacted at numerous times since 1906: and 

Whereas this association has consistently endorsed that principle by which 
savings made possible from the use of federally produced power accrue directly 
to the benefit of the ultimate consumer: Be it 

Resolved by the California Municipal Utilities Association in annual confer- 
ence assembled at the Mission Inn, Riverside, Calif., That this association 
reaffirms and restates its belief in the fundamental soundness of the preference 
provision and endorses the preference provisions in its requirements that munici- 
pal utilities be recognized within each classification of power sold. 


Then, this is the resolution, as I said before, as passed by the board 
of governors on August 30, 1955 


Whereas the proposed Trinity River project in California, as now authorized, 
would include Federal construction and operation of pow ee and 

Whereas there has been, and continues to be, urged upon the Secretary of the 
Interior a scheme under the name of “partnership” whereby the large privately 
owned electric and gas company serving the general area of the Trinity River 
project would construct the powerplant facilities and thereby gain complete 
eontrol over the power output of the Trinity River project to the exclusion of 
any municipal, cooperative, or public agency electric system; and 

Whereas any restoration or extension of privately owned utility control over 
the marketing of power from Federal projects is contrary to the public interest 
in that it tends to deprive the electric consumer of the advantages of the com- 
petitive influences arising from the marketing of power by such municipal, 
cooperative, or public agency electric systems; and 

Whereas the Secretary of the Interior has studied such a suggested change in 
the Trinity River project plan, and after such study has not recommended, with 
regard to this project, the adoption of the so-called partnership method of 
private company construction of the power facilities: Now, therefore, be it 

Resolved, that the California Municipal Utilities Association, in recognition of 
its longstanding interest in Federal resource development and in recognition of 
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the foregoing recitals, does hereby memorialize the Congress of the United States 
thé oa 

The Congress reaffirm the American people’s confidence in the term “part- 
naa as it may hereafter be used in public affairs, by rejecting it as fittingly 
inapplicable to any arrangement which restores or extends private utility con- 
trol over the electric power produced by a Federal multiple-purpose project ; and 

2. We, as citizens of the State of California, urge that the Congress specifically 
and emphatically refuse to authorize any so-called partnership proposals ad- 
vanced by privately owned power companies for the construction of merely 
the power-generating facilities of the Trinity project. 

Mr. Cuvuporr. Mr. Lanigan, do you have any questions ? 

Mr. Lanican. No, I don't. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Frey, how long have you been a resident of the State 
of California? 

Mr. Frey. February 22, 1926. 

Mr. Knox. You have been here a considerable time. 

Mr. Frey. Yes, sir. 

Mr. Knox. In your position, I would be inclined to believe that you 
scrutinize the old laws and resolutions that are passed by the Cali- 
fornia Legislature, all laws that would deal directly with the power 
question / 

Mr. Frry. Very definitely. 

Mr. Knox. Is it true that the California Assembly passed a resolu- 
tion objecting to the exporting of power beyond the boundaries of the 
State of California ? 

Mr. Frey. I do not care to answer that. 

Mr. Knox. I think you should answer it. The question was asked 
of you, sir. 

Mr. Frey. Let me say this: I am not qualified to answer it. 

Mr. Knox. You just informed me that you did have knowledge of 
what the California Legislature did with respect to laws or resolu- 
tions affecting power. 

Mr. Frey. I do not, and am not qualified to answer it. I am not 
familiar enough with that particular type of legislation to answer it 
correctly. 

Mr. Cuuporr. Are you a lawyer / 

Mr. Frey. I am not a lawyer, and I might say that I am not the 
representative in Sacramento. We have an attorney of the associa- 
tion who spends full time there on the legislation. 

I do know there was some law on that. I am not sure whether it 
was action of the Governor or through the legislature, but I do know 
there is something on that but I am not qualified to answer it. 

Mr. Knox. What is your position relative to the 33,000-kilowatt 
block in the area that is supposed to be available, or is your position 
that this power belongs to the State of California ? 

Mr. Frey. I cannot speak for the association. If you are asking 
me my own personal opinion, I might answer it in my personal opinion, 
but I cannot speak for the association. I was authorized only to bring 
these three resolutions. 

Mr. Knox. Let’s have your personal opinion. 

Mr. Frey. You would like to have my personal opinion ? 

Mr. Knox. Yes. 

Mr. Frey. There is power being transported from Arizona, Hoover 
project, into California, and I certainly think if there was availability 
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of power to be shipped out of the State, I see nothing wrong with 
shipping power where it is needed. 

Mr. Knox. If such a resolution was passed by the California Legis- 
lature objecting to the exporting of power from the State of Cali- 
fornia, then, to Nevada, you would not subscribe to the philosophy 
that they used ? 

Mr. Frey. I certainly wouldn’t. I know in my own city we trans- 
port power from Arizona into Pasadena, and I certainly think if the 

ower is available, I would not object to any power leaving the State 
of California. There again, it would be under whatever contracts 
were drawn up. 

Mr. Knox. Of course, as I understand the resolution, it certainly 
has no effect of law in determining what the policy should be. But, 
however, it did show the intent of the California Legislature in pass- 
ing such a resolution which would, in my opinion, be that the legis- 
lature in the State of California does not believe that the natural 
resources or power developed from such belong to all the people: 
wouldn’t that be true? 

Mr. Frey. I think you are right. 

Mr. Knox. Well, it was a question that—— 

Mr. Frey. I say this because, there again, I think as utility people 
we do have power grids. We can interchange from Oregon out into 
Arizona. We have tie-ins through our power pools and power being 
transported, and I think the only economical way to do it is to tie it 
together, larger power grids. 

Mr. Knox. Would you feel that such a resolution passed by the 
California Legislature would have any effect, material effect, upon 
the wheeling of power from California to Nevada? 

Mr. Frey. Effect on Congress, you are speaking of ? 

Mr. Knox. No; the effect on the utility that would be wheeling in 
i contract with the Federal Government. 

Mr. Frey. | am not entirely clear at what you are driving. 

Mr. Knox. Well, there is about only one way that you can get the 
power from California over to Nevada, unless the Federal Govern- 
ment owns its own lines, and that is to wheel it. 

Mr. Frey. Right. 

Mr. Knox. Here is the legislative body of the great State of Cali- 
fornia that has passed a resolution objecting to the wheeling of power 
from California to Nevada. Now, don’t you think that is going to 
have a serious effect upon the company 

Mr. Frey. Yes; very definitely. 

Mr. Knox (continuing). That owns the line, after the California 
Legislature stipulated to that ! 

Mr. Frey. Very definitely; I agree with you. 

Mr. Knox. Do you believe the Legislature of the State of Califor- 
nia'was wrong in passing such a resolution ? 

Mr. Frey. Without having been there and heard all the discussions, 
I wouldn’t say, because, as I told you before, I am not qualified to 
answer questions on that particular resolution because I don’t have 
all the facts. 

Mr. Knox. If one should approve of the resolution, then the old 
theory is not true that the natural resources or power that is devel- 
oped from such do not belong to all the people ? 
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Mr. Frey. That would very definitely be contrary to resolutions 
which we have passed, contrary to the resolution which I just read. 

Mr. Knox. I was unable to follow your resolutions thoroughly 
and keep it all in mind as you read it, and I have not had an oppor- 
tunity to review them, but I am going to review them and will request 
that one of my colleagues yield to me later. 

And that will be all for now, Mr. Chairman. 

Mr. Cuvporr. Mr. Jonas? 

Mr. Jonas. Mr. Frey, do you say you are a part-time employee of 
the association ? 

Mr. Frey. Let’s don’t even call it a part-time. Iam on the full pay- 
roll of the citv of Pasedena. 

Mr. Cuuporr. You are an unpaid employee ? 

Mr. Frey. Unpaid employee. 

Mr. Jonas. Consultant ? 

Mr. Frey. Yes. 

Mr. Jonas. You give advice to the association ? 

Mr. Frey. No; Ido not. Iam purely a secretary. We have a rese- 
lution committee. They draw up a resolution, and say: “Mr. Frey, 
vou have it typed up and send it out to the members.” We have 
legislative committee that takes care of our problems in Sacramento, 
Tam purely a secretary. 

Mr. Cuuporr. Just keep the minutes of the association ? 

Mr. Frey. I keep the minutes of the association. 

Mr. Cuuporr. And write the letters? 

Mr. Frey. As I say, I am an employee of the Pasadena Light & 
Power Co., full time. 

Mr. Jonas. Is the association to which you refer composed of the 
10 cities to which reference has been made here today ? 

Mr. Frey. Yes. 

Mr. Jonas. The 10 resale cities? 

Mr. Frey. They are members of our association. 

Mr. Jonas. Are they the only members of the association ? 

Mr. Frey. No, sir. As I told you before, we have members of 
the association covering from Redding to the San Diego line. It 
takes in the city and county of San Francisco, Los Angeles, water 
and power, “SMUD,” as you refer red to, Roseville—all these cities. 

Mr. Jonas. Is it a league of municipalities, then ? 

Mr. Frey. No; it is not a league of municipalities. You can call 
it a municipal utilities association. 

an Jonas. How do cities that don’t operate their own electric 

ystems belong ? 

ie Frey. They operate their water systems. I told you before 
it takes in electric, water and gas. Take the city of Long Beach, for 
example; they have municipal gas; Palo Alto has gas. 

Mr. Jonas. The members of. the association, then, either handle 
their own electricity or water? 

Mr. Frey. The statement was made earlier today, 22 in the State 
have publicly owned utilities; 21 of those belong to our association. 

Mr. Jonas. Did I understand you to say you have a full-time lawyer 
representing the association in Sacramento? 

Mr. Frey. We have a full-time employee during the legislative 
session, just during those 3 months. 
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Mr. Jonas. Is he a lawyer / 

Mr. Frey. Yes. 

Mr. Jonas. You wouldn’t call him a lobbyist, would you ¢ 

Mr. Frey. Yes, sure. He is registered. 

Mr. Cuuporr. He gets paid to influence legislation in your behalf? 

Mr. Frey. That’s right. 

Mr. Jonas. That is a lobbyist, all mght. 

Mr. Horrman. Will the gentleman yield ¢ 

Mr. Jonas. Yes, I yield. 

Mr. Horrman. May we have his expense account ¢ 

Mr. Cruporr. If the California law provides that 

Mr. Horrman. Before you answer, | — to change it. Do you 
intend to put his expense account in‘ I don’t care anything about 
it, myself. 

Mr. Cuuporr. I don’t know anything about it, but if you request 
it, we will look it up and put it in for you, Mr. Hotfman. 

Mr. Horrman. | don’t want it, but 1 thought in view of the fact 
you had the other fellow" s, you might want this in. 

Mr. Cuvuporr. We certainly want to keep you happy. 

Mr. Horrman. I am happy all the time. 

Mr. Jonas. No other questions. 

Mr. Cuuporr. Mr. Hoffman ? 

Mr. Horrman. It is the contention of those you represent, as 1 under- 
stand from this resolution of the 5th of February 1954, that the private 
utilities, electrical anyway, shouldn’t have anything to do with the 
genel ‘ating or the distribution of power used by the municipalities 4 

Mr. Frey. What does the resolution say ¢ 

Mr. Horrman. Iam asking you. 

Mr. Frey. Only what is in the resolution. 

Mr. Horrman. What is your interpretation? Is it your interpre- 
tatiton of this resolution that the California Municipal Utilities Asso- 
cation objects to, let us say, the distribution of power which goes into 
those muncipalities 

Mr. Frey. Objects to a private 

Mr. Horrman. Yes, distributing it. 

Mr. Frey. We have no objection. 

Mr. Horrman. Do you have any objection to the generating of power 
by private interests ? 

Mr. Frey. Definitely no. 

Mr. Horrman. What does this mean, then? Pardon me—just waive 
thatone. Here is the one of November 21, this is 1947. I have them out 
of order: 


We record our opposition to the principle of the bus bar as proposed— 








and so forth— 

to require the Government to sell publicly financed low-cost electrical energy at 
the dam site would prevent the full benefits of such energy from reaching the 
public. 

You mean it would prevent the full benefit from reaching the con- 
sumer, because in between would be the power company, which would 
make a profit out of it ? 

Mr. Frey. That’s right. 

Mr. Horrman. And that is what you object to? 
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Mr. Frey. Well, these small communities, as has been pointed out 
to the committee, Roseville, for example, 4,000 kilowatts are too small 
to go out and efficiently operate. 

As a matter of fact, take the Hoover line coming in from Hoover 
Dam. The city of Los Angeles, Glendale, Burbank, and Pasadena 
Pasadena was too small to afford to build a line all the way from 
Hoover Dam into Pasadena, but through a joint ownership with an 
outfit as large as the city of Los Angeles, they are able to do that, a 
the smaller cities of northern California, unless it is provided throu 
some wheeling agreement, it is impossible unless they can get t : 
power at the dam. They cannot finance a big line. 

Mr. Horrman. Your association objects to private power utilities 
having anything to do with the transmission of power from any Fed- 
eral project which generates it; is that it ? 

Mr. Frey. At that particular time of that resolution, in 1947—we 
are talking about the bus bar, about the wheeling now—some of the 
private utilities definitely have made wheeling agreements, as long as 
it was on a cost basis, but this is before that was possible. I don’t 
believe before 1947, to my knowledge, there were any wheeling agree- 
ments in the State of California. 

Mr. Horrman. Getting down to your August 30, 1955, resolution, 
you say here 





Any restoration or extension of privately owned utility control over the mar- 
keting of power from Federal projects is contrary to the public interest in that it 
tends to deprive the electric consumer of the advantages of the competitive 
influences arising from the marketing of power by such municipal, cooperative, or 
public agency— 
and so on. 

It is the contention of your association that if the privately owned 
utility has anything to do with the distribution of power generated 
in a Federal project, that that is contrary to the public interest ? 

Mr. Frey. I think the previous speakers from the utilities to the 
north have pointed out 

Mr. Horrman. I don’t care anything about what the previous fellow 
did. Iam asking you a short question. 

If he will answer, Mr. Chairman, I want to hurry along, as you 
know. 

Mr. Cuuporr. I think he is trying to do the best he can. 

Mr. Horrman. No; he is trying to tell me now what some previous 
witness said, and I don’t care about that. I am just asking him his 
opinion. 

Mr. Cuuporr. Not all of us are power experts. I don’t pretend to 
be one. I probably couldn’t answer any better than him, and couldn’t 
do as well. You do the best you can. 

Mr. Frey. This is my own personal opinion, that we need com- 
petitive power has been proven here today. 

Mr. Horrman. Isn’t it the sense of this resolution that the associa- 
tions object to a private utility company transmitting power ? 

Mr. Frey. We object to having them have full control over it. We 
want to have a little bit to say about it, too. 

Mr. Horrman. Is your resolution limited to that? 

Mr. Frey. As I say, the resolution was drawn up by a resolution 
committee. 
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Mr. Horrman. In this resolution, in the second paragraph: 

“Whereas, there has been and continues to be” a partnership busi- 
ness being urged upon the Secretary, you object to any partnership 
with the public utility, don’t you? 

Mr. Frey. Where they have full control over it, yes. 

Mr. Horrman. Whether they have or whether they haven’*t—what 
do you mean, full control over what? They certainly don’t have full 
control over the distribution where the city owns it, do they / 

Mr. Frey. We are talking about the Trinity project there. 

Mr. Horrman. Now, listen, you represent these municipalities which 
distribute the power, don’t you, and they own the distribution system, 
don’t they ? 

Mr. Frey. Generate everything. 

Mr. Horrman. The privately owned public utility doesn’t have 
anything to do with the distribution, does it? 

Mr. Frey. No. 

Mr. Horrman. All it does is sell power to the city ? 

Mr. Frey. In some cases, yes. 

Mr. Horrman. In some cases, yes. Now, do you object to the sale 
of that power, if it comes from a federally established generating 
plant, to the public utility ? 

Mr. Frey. No. 

Mr. Horrman. That is, you are willing that the Federal Govern- 
ment should sell whatever power may be generated out there at the 
dam to the private utility ? 

Mr. Frey. We want to have some control over it, along with the 
private utilities. The resolution says we object to their having full 
control. 

Mr. Horrman. Do you object to the sale by the Federal Government 
of eres generated at a federally controlled dam to a private utility ? 

Mr. Frey. If the Federal Government excludes the publicly owned 
utilities entirely, yes, we do. 

Mr. Horrman. You mean that you want to purchase at the dam, 
too ¢ 

Mr. Frey. Just the same as the private. We want to be put on 
the same plane, have the same rights. 

Mr. Horrman. And you say you don’t have that right now? 

Mr. Frey. If this project goes in the way we understand it goes in. 

Mr. Horrman. How’s that ? 

Mr. Frey. If this goes in the way it would go in. 

Mr. Horrman. Can’t you purchase public power at the dam site 
now ? 

Mr. Frey. Not when it is all gone. 

Mr. Horrman. Of course, there can’t be anybody get it when it 
is all gone. 

Mr. Frey. We want to have something to say about it before it 
gets all gone. 

Mr. Horrman. Then your objection is—I don’t understand. Do 
you want that public power put up subject to bids? 

Mr. Frey. We want to have the same rights we have had under the 
preference rights for 50 years where the preference has been to the 
publicly owned utilities; we would like to have that continued. 

Mr. Horrman. Do you object to the privately owned utilities gen- 
erating power and selling it to you? 
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Mr. Frey. No. 
a Horrman. Can’t you buy all you want of them ‘ 
. Frey. Sure you can buy it all, at a price. 

Mr Horrman. What? 

Mr. Frey. You can buy anything at a price. 

Mr. Horrman. Do you claim that the rates are excessive ? 

Mr. Frey. No, I know nothing about the rates in the northern 
part of the State. 

Mr. Horrman. What are you kicking about, then ? 

Mr. Frey. We are not kicking about a thing. 

Mr. Horrman. You haven’t any complaint 4 

Mr. Frey. No complaint. 

Mr. Horrman. Well, that isall. I thought you had. 

Mr. Knox. Will you yield to me, Mr. Hoffman ¢ 

Mr. Horrman. Yes. 

Mr. Knox. Mr. Frey, you spoke of the rights of public utilities to 
buy direct from the dam. Are you familiar with the city of Sacra- 
mento ¢ 

Mr. Frey. A little bit, yes. 

Mr. Knox. Do they buy direct from the dam ? 

Mr. Frey. They are building a line. 

Mr. Horrman. Pardon me, Vic, I can’t yield to you unless you 
get answers to your questions. 

Mr. Frey. I understand they are paying a wheeling charge from 
the dam. 

Mr. Knox. The testimony here today was to the point that the city 
of Sacramento does buy Federal power direct. 

Mr. Frey. That’s right. 

Mr. Knox. So that, in other words, the private power companies 
are not receiving all of the power that is for sale at the Federal dams? 

Mr. Frey. That’s right. 

Mr. Knox. Now, isn’t it true that the private companies who have 
contracts with the Federal Government have certain obligations they 
must perform in order to fill the contract as far as excess power is 
concerned, that when it is available they are given 24 hours’ notice 
that the power is available and they must absorb it # 

Mr. Frey. That is my understanding. 

Mr. Knox. Then the Federal Government receives from the private 
power company compensation at the rate that has been established in 
the contract, and it is not true that public utilities are not getting any 
of the Federal power from the dams? 

Mr. Frey. Well, if I made such a statement they are not. getting 
any of it, but what they would like to do is continue on vetting their 
share of it, for sure. 

Now, for example, our Hoover contracts, I think Congress recog- 
nized, probably, that is one of the finest projects there is in the entire 
United States, economic and otherwise. It is paying every dime of 
its way, and it is a beautiful set-up, and we in southern California 
are proud of it, and we want such projects to continue on. They are 
private, public, they are all in there, and everybody is happy. 

Mr. Knox. Let’s go back to the public utilities for just a moment. 
The public utility, we will call it the service lines in a city: if you had 
a firm contract with the dam site, would you be willing to take under 
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obligation the purchase of the excess power when it was available / 
You couldn’t, could you, in a small city 4 

Mr. Frey. As a small city, speaking of Pasadena, no. Department 
of power, Los Angeles, I would say yes. 

Mr. Kxox. There is only one way it can be handled. 

Mr. Frey. That’s right. 

Mr. Knox. That is where you have standby power, whether it be 
steam or diesel, that can be shut down within a 24-hour period, and 
then turn this other power on to the lines and use it in that manner 

Mr. Frey. We in Pasadena probably could use it because we ilo 
have our own steam. Like you say, you definitely have to shut some- 
thing down in order to take some more over here. 

Mr. Knox. And it may last for a month, it may last for 2 months, 
or whatever it happens to be, you never know. 

Mr. Frey. That’s right. 

Mr. Knox. And then when the power recedes there, then they turn 
back and put in their standby equipment, whether it be steam or 
diesel ¢ 

Mr. Frey. Right. 

Mr. Knox. But you will agree the municipalities that have their 
own distribution plants, that ‘they are receiving some Federal power 
from the dam sites; is that true / 

Mr. Frey. That is true. It happens in the northern part of the 
State one utility has it all, and the others don’t. 

Mr. Knox. I realize that would be true in some localities, possibly, 
where the transmission lines are not available, and so on, to put the 
pow er to vou. 

That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Frey, isn’t it the position of your association that 
through their resolutions they want their legal entitlement under 
the various Federal preference laws / 

Mr. Frey. That’s correct. 

Mr. Moss. And that they would oppose, as is being proposed in con- 
nection with the Trinity project, any departure from those laws ? 

Mr. Frey. That’s right. 

Mr. Moss. As I recall, the first preference laws go back to the basic 
reclamation law enacted, I think, in the Theodore Roosevelt admin- 
istration. 

Mr. Frey. We pointed out in this resolution, it was in 1906, and 
I assume that that is the right year. 

Mr. Moss. And you, as the secret: iry of the Municipal Utilities As- 
sociation, are authorized to inform the committee of the official posi- 
tion of that association of California cities ? 

Mr. Frey. That’s right; through those three resolutions which have 
been on record, and are on record now. 

Mr. Moss. And your responses which you might make here could in 
no way change the officially stated position ? 

Mr. Frey. That is the statement I made to the committee, to start 
with. Purely as individual viewpoints; anything other than those 
three resolutions officially is actually not to be considered by the 
committee. 


71597—56——__60 
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Mr. Moss Isn't it generally the feeling of the association that the 
presence of a block of public power has a very salutary effect on the 
rate structures in California, whether they buy directly or whether 
they buy from a private utility ¢ 

Mr. Frey. Very definitely. ‘That has been voiced for the 10 years 
that I have been secretary, and I have heard it not once but many, 
many times. 

Mr. Moss. At any time, to your knowledge, have they ever urged 
the creation of a Federal power monopoly ¢ 

Mr. Frey. No. Asa matter of fact, we have urged that what can be 
done at the State level and at the local level, we would like to do. 
Things that are beyond that point, we have no objection to the Federal 
Government coming in and doing it. 

Mr. Moss. There has been a feeling that monopoly is, in itself, bad, 
and that competitive sources tend to bring about the best advantage 
for the citizens. 

Mr. Frey. That’s right, and that statement was made before the 
Hoover Committee by myself in almost the exact words that you have 
quoted, that we like to do things at the local level, if we can do it, and 
we do not want a Federal monopoly, we don’t want a Federal bureau 
seting up all of these things, if we can do it at the local level, and 
let us have, as you notice, the smaller community, they distribute their 
power and they are proud of it. They like their little plants, and we 
think it is free enterprise when we are able to do that. 

Mr. Moss. We have had some power shortages in California, have 
we not? 

Mr. Frey. We had one pretty bad one in the San Francisco area. 

Mr. Moss. I think we had a legelly imposed brownout, didn’t. we ? 

Mr. Frey. I am sure you did. 

Mr. Moss. Mr. Chairman, these are ail the questions I have of Mr. 
Frey. However, I would like to make this statement, in line with some 
questioning of Mr. Knox: 

Formerly, as a member of the California State Legislature, I believe 
that I proposed and authored the first resolution introduced in the 
legislature expressing the disapproval or the displeasure of the State 
of California at the idea of exporting power which was not surplus 
to the needs of California, and as I understood the position of the 
legislature then, and I have no reason to believe that it has since 
changed, we at no time expressed opposition to wheeling in any form. 

I introduced the resolution following a very severe power shortage 
in California, a time when the combined resources of publicly gen- 
erated power and privately generated power could not meet our needs, 
despite the fact that a few months prior to that brownout the presi- 
dent of the Pacific Gas & Electric Co., in an appearance in Washing- 
ton, stated in substance that California had no power shortage, it had 
never had, nor would it ever have. And very shortly thereafter most 
of the electric signs were turned off and loads were limited. 

[t was proposed then to export or to commit for export a block of 
approximately 33,000 kilowatts of power to an industrial plant in the 
State of Nevada. There was then, and there has not been since, any 
satisfactory wheeling arrangement brought into being to transmit 
that power. The power is now being used, as it has for a number of 
years, by the Pacific Gas & Electric Co., and it was my opinion and 
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the opinion of a substantial number of members of the legislature of 
both political parties, that we could not afford to see power go or be 
committed across State lines when we were desperately in need of 
that power to meet our own demands, the demands, I think, of a State 
then, and probably now, the most rapidly growing in the Nation. 

I have no apology. It did not propose that the power was Cali- 
fornia’s only or that we would in any way resist exchange agree- 
ments. An exchange implies that both parties will benefit. But we 
did not feel that it was sound policy to then commit that which we 
desperately needed. 

Mr. Frey. Mr. Chairman, could I make an observation ? 

For the committee, you may think from some of these hearings that 
we have an ax to grind with the private power companies or they 
have an ax to grind with us. We have cooperated to the nth degree 
with private power and they have cooperated with us many times. 

As a matter of fact this very thing that you mentioned, a large 
public power outfit, the Los Angeles Public Water and Power, shipped 
millions of kilowatt-hours into the northern part of the State of Cali- 
fornia to help the Pacific Gas & Electric Co., which I know that they 
appreciated, the people in the north. 

What I am trying to say is that we have cooperated. Frankly I 
think that public power and private power is as essential to the coun- 
try, if we had all private ae it wouldn’t be good, if you had all 
public power it wouldn’t be good; in competitive free enterprise I 
think you need both. 

Mr. Horrman. May I ask a question, Mr. Chairman, for informa- 
tion only ? 

Mr. Cuuporr. All right, Mr. Hoffman. 

Mr. Horrman. Mr. Moss, this resolution to which reference was 
made is something with which I was not familiar. 

Now, did that resolution in substance state, as I understand it, that 
power generated here in California could not be transported outside 
the State? Was that it? 

Mr. Moss. I will give you an answer to your question. The Fed- 
eral reclamation laws require that the projects be operated in con- 
formity with the laws of the respective States. 

We did not propose a bill which would have put in the antiexport 
provision as a part of State law. We hoped that we would bring to 
the attention of the Bureau, in its dealings, the fact that we were in 
a critical need of power, and that the needs of preference agencies in 
California clearly entitled by law to the power, should be met before 
any power was committed to nonpreference customers, as was the 
case with, I think, Basic Magnesium in the State of Nevada. We 
did not seek to impose by law a prohibition against the export of 
power. 

Mr. Horrman. You just objected to it. 

Mr. Moss. By resolution. Placing the legislature on record was 
the purpose. It was not the purpose to impose by law a restriction 
against export. Had it been, we would have introduced a bill rather 
than a resolution. 

Mr. Horrman. Was it the purpose of the resolution to prevent the 
power generated here in California being transported across the 
State line to other States? 
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Mr. Moss. No; it wasn’t, because we have had exchange or inter 
change agreements. I think that the Pacific Gas & Electric enjoys 
some interconnecting agreements with California-Oregon Power. It 
isn’t any unusual arrangement. But this particular block of power 
was needed here, and we were trying to put our case clearly on record 
with the Bureau of Reclamation. 

Mr. Horrman. Will you give me the substance—you were the 
author of it—of the resolution ? 

Mr. Moss. Mr. Hoffman, just as you, I have written hundreds of 
bills and resolutions, and since that one was adopted I can give you 
the essence which was to bring our case forcefully to the attention 
of the Bureau. To give you the wording would be most difficult 
without having my files available. 

Mr. Jonas. Would you yield to me right there ? 

Mr. Horrman. Yes. 

Mr. Jonas. I want to ask the gentleman from California a question. 

Mr. Moss. Sure, I will be very happy to yield to the gontionn in. 

Mr. Jonas. I understood that that 33,000 kilowatts we are talking 
about had been ear-marked for the State of Nevada as a preference 
customer, and not to some private industry. 

Mr. Moss. That was the method. The objective was to get it to 
Basic Magnesium. The State of Nevada was not then, and I don’t 
think it is now, in a position to consume 33,000 kilowatts of power. 
I know of no agency that would take it. 

Mr. Jonas. I understand the Bureau of Reclamation signed the 
contract with the State of Nevada in 1951. 

Mr. Moss. I understand they did too. 

Mr. Cuvporr. Mr. Jonas, I want to say this to you. We have a 
representative from the State of Nevada present. 

Mr. Jonas. We ought to hear him. 

Mr. Cuuporr. We will. He can give us the facts. What’s the use 
in speculating on the facts? 

Mr. Moss. I brought the matter up to put on record that we were not 
opposed to wheeling nor were we trying to impose a legal prohibition 
on exports. 

Mr. Jonas. If the State of Nevada is asking for power, isn’t it as 
much a preference customer as any preference customer in the State 
of California? 

Mr. Moss. If it were in fact a preference-customer intending to use 
it for public purposes, it would then be. 

Mr. Jonas. But the preference customers in California sell to in- 
dustrial users, don’t they, and commercial users ? 

Mr. Moss. I think at that time we had one rather large industrial 
plant that wasn’t getting any power. 

Mr. Jonas. The testimony today indicates that in some of these 
cities a majority of the power goes to industrial users. 

Mr. oe I don’t think they are buying from the Bureau. 

Mr. Jonas. They are buying from the municipality. 

Mr. Cc nuporr. If we are raising a question as to what Nevada is 
getting and isn’t, we have a representative from Nevada who probably 
knows all about the contract, what they are entitled to, what they have 
used and so forth. 

[ just want to ask you a couple of questions. 

Mr. Horrman. May I pursue this subject ! 
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Mr. Cuuporr. Mr. Moss has the floor if he wants to yield to you. 

Mr. Horraan. Oh, no. 

Mr. Moss. Mr. Hoffman has the floor. 

Mr. Cuuporr. You may pursue the subject. 

Mr. Horrman. I am only asking for information because I don’t 
get it. Am I correct in assuming, Mr. Moss, that at the time that 
resolution was introduced and passed by the California Legislature, 
there was a shortage of power here in California; is that right ¢ 

Mr. Moss. There was a shortage of power then, and I am not at all 
certain that there isn’t now. 

Mr. Horrman. And that resolution, as I understand it, was adopted, 
and the sense of it was that you wanted to advise the Department that 
you objected to the sending of any power that was generated here in 
California across the State line. 

Mr. Moss. No. We very carefully stated that power not surplus 
to the needs 

Mr. Horrman. I will modify my question. Generated here and 
needed here should not be sent across. 

Mr. Moss. That’s correct. 

Mr. Horrman. Was that power to which that resolution referred 
generated by the State or by the Federal Government ? 

Mr. Moss. No, sir; it was Federal Government. 

Mr. Horrman. Created by plants in the State of California. 

Mr. Moss. Created by plants in the State of California. 

Mr. Horrman. Back of that was the theory that power generated 
here in California, by its streams and all or from them, belonged here 
in California. 

Mr. Moss. No. 

Mr. Horrman. As long as it was needed. 

Mr. Moss. We thought we were entitled to a first consideration as 
jong as we had preference customers here needing the power. 

Mr. Horrman. In California. -And, of course, I assume you would 
say that the other States were at liberty to follow the same reasoning, 
that is, that power generated in Nevada should be used there if they 
needed it. 

Mr. Moss. I have never maintained a position to the contrary. 

Mr. Horrman. I think that is all. 

Mr. Cuuporr. Are you through, Mr. Hoffman / 

Mr. Horrman. I said that was all. 

Mr. Cuuporr. I understand. 

(Discussion off the record.) 

Mr. Cuuporr. Mr. Frey, I just want to get the record straight. I 
understand that you are here as secretary of the California Municipal 
Utilities Association. 

Mr. Frey. That’s right. 

Mr. Cuvporr. And you have brought with you three resolutions 
which were passed by your association in 1947 and 1954 and 1955. 

Mr. Frey. Right. 

Mr. Cuuporr. And your authority is only to submit the resolutions 
to the committee. 

Mr. Frey. That’s right. 

Mr. Cuvuporr. And these resolutions are sent to you in accordance 
with the Constitution which allows all the people of the United States 
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to petition Congress in any matter that they think is important to 
them; is that right? 

Mr. Frey. Right. 

Mr. Cuvuporr. So that any observations you have made to any 
questions by any members of this commitiee are your personal observa- 
tions and not in your authority as secretary of the association ? 

Mr. Frey. That's right. 

Mr. Cuunporr. I might say the best way to describe it would be 
you are the same kind of errand boy that Mr. Kruse was, except Mr. 
Kruse carried the resolutions from the 12 utilities to the § Secretary of 
the Interior, some of them were adopted, and you are carrying as 
errand boy these resolutions to this committee hoping that the things 
your organization wants will finally be acted upon by the Congress. 

Mr. Frey. That’s correct. 

Mr. Cuuporr. Thank you. Any further questions! That is all. 

Now the gentlemen who came down here representing the Governor 
of Nevada, would you come down here, please. 

Mr. Jonas. Mr. Chairman, while he is coming, you said this morn- 
ing you had a telegram from the governor. It might be a good idea to 
put it in the record. 

Mr. Cuvuporr,. We will put it in the record. Do you have it with 
you? 

Mr. Jonas. Just preceding his testimony. 

Mr. Cuuporr. Would you identify yourself for the reporter, please / 


STATEMENT OF A. J. SHAVER, ENGINEER, COLORADO RIVER 
COMMISSION OF NEVADA 


Mr. Suaver. A. J. Shaver, chief engineer of the Colorado River 
Commission of Nevada. 

Mr. Cuvporr. Mr. Shaver, I hold in my hand the or iw il of the 
telegram which I received from Charles H. Russell, Governor of 
Nevada. It is dated September 9, 1955, and addressed to me in my 
capacity as chairman of this subcommittee, and it says: 

Just learned unofficially of hearing of committee scheduled San Francisco 
September 12, 13, and 14. Committee failed to notify Nevada of these hearings 
which we understand unofficially will hear attack made on Nevada’s request to 
extend contract with Bureau of Reclamation relative to Shasta power. Nevada 
vitally interested in this problem of obtaining and utilizing Shasta power. 
Nevada will have representatives at your committee hearings as observers 
Due to shortage of time as a result of committee’s failure to notify State have 
been unable to prepare comprehensive testimony to substantiate Nevada’s posi- 
tion regarding Shasta power. Nevada requests to reserve right to file written 
statement on this Shasta power matter with committee at later date as we feel 
such action necessary to rebut any attacks make contract extension. 

CHARLES H. RUSSELL, 
Governor of Nevada. 

Now, Mr. Shaver, do you have the answer I sent to that telegram 4 

Mr. Suaver. No, sir: I haven't seen it. 

Mr. Cuuporr. You didn’t get an answer though ? 

Mr. Suaver. I haven’t seen it. 

Mr. Cuuporr. You were advised by the Governor an answer has 
been received from me / 

Mr. Suaver. No, sir; I received a copy of his letter to you, Mr. 
Chairman, and I was advised by telephone Friday that I should make 
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myself available in San Francisco on the 12th. That is all the notice 
T had. 

Mr. Cuuporr. For the record, as a result of receiving this telegram 
I sent a telegram in answer to Governor Russell wherein I stated we 
will be very happy to hear any representative on any problem that 
they might ‘have of interest to this committee. 

Now, do you know anything about how the Governor was notified 
unofficially of this hearing of ‘this committee and why he is so upset 
about an attack that we might make upon the State of Nevada / 

Mr. Suaver. No, sir; I have no knowledge of the meeting except the 
Governor’s office ’phoned me on Friday. 

Mr. Cuuporr. Have you had any conversations with any employee 
of the Department of Interior concerning this problem before coming 
here at any time? 

Mr. Suaver. No, sir. 

Mr. Cuuporr. Have you ever had a discussion with a Mr. Bennett, 
who .is liaison counsel for the Secretary of the Interior assigned to 
trail this committee throughout the Nation ? 

Mr. Suaver. Not until a few moments ago. I didn’t know Mr. 
Bennett. 

Mr. Cuuporr. Did you have a conversation with him / 

Mr. SHaver. Just casu: de 

Mr. Cuuporr. Did he advise you that he was advised we were going 
to attack the State of Nevada? 

Mr. SHaver. No, sir. 

Mr. Cuuporr. So actually, you don’t know whether anybody was 
going to attack it, more particularly you have no knowledge that the 
committee was going to? 

Mr. Suaver. I have no knowledge of the meeting, Mr. Chairman, 
that is as far as I can go. I would like the privilege of making a 
statement. 

Mr. Cuuporr. We will not only give you the privilege of making a 
short statement here, wa will give you a chance to file a statement for 
the record later, and we are going to ask that you answer questions 
from any member of the subcommittee that might be interested in the 
problem. 

As I understand it, and I may be wrong, that the State of Nevada 
has a commitment for a certain number of kilowatts of public power 
which was assigned to them from Shasta Dam. That they never were 
able to use that power, although they did have a contract for it; is that 
right ? 

Mr. Suaver. That’s correct. 

Mr. Cuvuporr. Because of the fact that the private utilities refused 
to wheel the power from the dam to Nevada, and if you could get 
a wheeling agreement, you would use the power because you need 
it, in fact you need it desper ately ; is that right ? 

Mr. Suaver. That’s correct. 

Mr. Cuuporr. That is the problem. Now you have a short state- 
ment that you want to make. 

Mr. Suaver. I think possibly, Mr. Chairman, a statement we made 
in Sacramento when we first applied for a Shasta contract is just as 
pertinent today as it was when we made it on March 18, 1952, and 
1 beg your indulgence that I may be allowed to read this statement. 
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Mr. Cuuporr. How long is it, Mr. Shaver / 

Mr. Suaver. It won’t take 5 minutes. 

Mr. Cuuporr. I didn’t want you to start reading a 60- or T0-page 
statement. 

Mr. Suaver. Mr. Boke, the then regional director of the Bureau 
of Reclamation, had called this meeting in Sacramento at which the 
State of Nevada was invited. Mr. Strong, the chairman of our engi- 
neering committee, made this preliminary statement: 


First we are facing in Nevada an acute shortage of power. We have exhausted 
our efforts to secure firm power from other sources. We can secure secondary 
power or power contracted for a short period, but not firm power that will permit 
or contribute to industrial and other developments. 

In view of that situation, we have made requests upon the Bureau of Reclama- 
tion for an allotment of Shasta power as a so-called preference customer. In 
waking this request we have not made a demand that we be recognized and 
treated as a preference customer to the exclusion of everyone else. We made 
the request in the hope for a hearing to explain our position in the matter, our 
attitude of cooperation in hoping that something can be worked out that will 
relieve this situation that threatens to become increasingly more difficult each 
year. 

We are experiencing the same growing pains industrially and in the matter 
of population in Nevada that you are experiencing here in California. With 
that growth we experience a continued demand for additional power. That 
power cannot be met by dividing among ourselves the supply that is already 
inadequate. We hope that we can get our plants together and find a way to the 
mutual interest of all concerned to bring more power into the general area. 

That is the attitude in which we come here. We hope to get some relief 
through our application, but principally to work together and endeavor to secure 
the consistent efforts of all concerned to bring more power into the general 
area, 


My statement starts this way: 


If you will bear in mind Mr. Boke’s statement that we are particularly inter- 
ested in Hoover, Parker, and Davis on the Colorado River, we would like to 
have you bear in mind also that the capacity of these plants is integrated into 
the total capacity available to the States of Arizona, California, and Nevada 
which three States commonly comprise the Southwest power pool. 

Now we are here today— 
this was March of *52— 
in a dual purpose both for the State of Nevada, and as to the allotting of energy 
in the Southwest power pool to emphasize both the needs of the State of Nevada 
and the needs of the entire Southwest in supplemental and additional power 
generation. 

This next paragraph I think is real pertinent : 

The States of Arizona and Nevada, as you know, are entitled to roughly 35 per 
cent of the entire output of Hoover powerplants. The balance of 65 percent, 


after the two States make their complete withdrawals, flows into the State of 
California. Up to the present time 


L952 


~ 


the State of California has enjoyed the use of about 90 percent of the output of 
Hoover powerplant. 

There has never been any question in the State’s mind as to the rights of the 
State of California for full use from Hoover and Parker Dams. We feel, as a 
preference agency, we are entitled at least to the consideration of applying to the 
Bureau of Reclamation for an additional supply of energy in the Southwest power 
pool to be allocated to the State of Nevada to meet its power requirements in the 
State of Nevada. 

When we speak of the State of Nevada, we mean northern, eastern, western, 
and southern Nevada. We speak for the entire State, the Colorado River 
Commission being an agency committed by legislative act to speak for the State 
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and.te enter into contracts and negotiations for power and water for the entire 
State of Nevada. 

Our position here today is to tell you people that we are short of power in the 
State-ef Nevada. As of today, I think we can frankly state that our immediate 
needs.are for an additional 400 million kilowatt-hours a year for use within the 
State. We are obligated under law and under the Hoover reculations to use oul 
share of the Hoover powerplant in the State of Nevada. We cannot transport it 
outside of the State. We must use it within the State. We are using it within 
the State of Nevada. We seek additional energy. 

You are aware that there is probably a power shortage in the entire Southwest 
We know the State of Arizona needs additional power. We know that the State 
of Nevada needs additional power. We understand that the State of California 
is disturbed over the power situation. We are all facing the same problem. 

It seems to us that there must be a way of working this power problem out to 
the mutual satisfaction of all agencies in the Southwest power pool, and we are 
here today just to make our presentation to the Bureau of Reclamation, and to 
answer any questions that Mr. Boke or his associates might have to ask us. We 
are perfectly willing to give you any details as to our needs. 


I think this same presentation can be made today in the same light as 
it was made then. 


Let me add this: That this sudden or apparent sudden need for power has 
grown on us within the last 2 years. Up until January 1950 it appeared that 
Nevada would need very little supplemental power. It appeared at that time 
that we had ample, but since the outbreak of the Korean police action defense 
industries have moved into our State using critical materials from southern 
California and Nevada in the production of vital defense products for this entire 
Nation. 

I think, at this time, I should not divulge some of the things that are going 
on in the State of Nevada which lend themselves directly to the war effort. 
Needless to say, we feel that we are contributing as much as any State in the 
Union, directly through certain vital materials, minerals, and chemicals, as any 
other State in the Union; and we feel that we are entitled to consideration in 
our search for power from whatever agency in the Southwest is able to help 
us in our power problem. 

We have entered into conversations and have been earrying on negotiations 
with Arizona and southern California interests for months looking toward a 
supplemental supply of power. We have as of this date been unable to secure 
firm commitments from any of these agencies and in order to meet the growing 
power needs of industry in the State of Nevada who must have a firm supply 
of energy, we are now approaching the Bureau of Reclamation with a request 
that we as a preference agency be given consideration to the allocation of the 
supply of energy from Shasta powerplants. 


Then I made one other observation when Mr. Boke called on me to 
explain some of the background of the Hoover regulations. I stated 
as follows: 


It might be a little difficult to explain to these people gathered here the terms 
and the amounts we deal with in this power problem in the State of Nevada. 
This State is entitled to roughly 18 percent of the firm energy of Hoover 
powerplant. The State of Arizona is likewise entitled to 18 percent of the firm 
energy of Hoover powerplant. The city of Los Angeles, a municipal corporation, 
is entitled to approximately 18 percent. The Metropolitan Water District of 
Southern California is entitled to 35 percent; the Southern California Edison 
Co., 7 percent, and the three municipalities of Pasadena, Glendale, and Burbank 
a little better than 3 percent. These figures should add up to approximately 
100 percent. 

In addition to this firm energy, the California interests are entitled to second- 
ary energy made available through Hoover powerplant through excess waters 
or increased river flows during any particular operating year. The two States 
do not participate in secondary energy from Hoover powerplant. 

The State of Nevada has submitted withdrawal for its entire allocation of 
approximately 740 million kilowatt-hours a year from Hoover. We have been 
allocated by the Bureau of Reclamation 236 million kilowatt-hours a year from 
Davis. We need at this time approximately 400 million additional kilowatt-hours 
to meet the requirements of agencies in the State of Nevada. 
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These agencies in the State of Nevada include both private and public utilities 
and agencies. We need for ourselves— 
and I think possibly this might answer part of Mr. Moss’ observa- 
tion— 
as preference agencies, as operators then of the basic magnesium plant 300 
million kilowatt-hours directly for the war effort. We need additional energy 
for the Lincoln County Power District, the Overton Power District, the White 
Pine Power District, the city of Fallon, and other agencies in northern Nevada 
and a private utility in southern Nevada. 

Gentlemen, that concluded the statement made March 18, 1952. 

Mr. Creporr. Mr. Shaver, I would like to interrupt you at this 
point. I sent for the answer to Governor Russell’s telegram, and I 
am going to insert it in the record at that point right after I read his 
telegram, and this is the answer I sent him. 

It is dated September 10, 1955, San Francisco, Calif. : 

Gov. CHARLES H. RUSSELL, 
Carson City, Nev.: 

Re your wire September 9, committee does not intend to attack Nevada’s 
position re Shasta power. Committee is deeply concerned with your failure to 
get this power or its use by other preference customers under Flood Control Act 
of 1944. Will be pleased to hear Nevada representative at San Francisco hearing. 

EARL CHUDOFF, 
Member of Congress, 
Chairman, Subcommittee on Public Works and Resources, 
Committee on Government Operations. 

Now, will you continue ? 

Mr. Suaver. I would like to add this statement ; that the 400 million 
we appeared to need in 1952 has now grown to 537 million. I don’t 
know whether your committee members are aware of the water situa- 
tion in Lake Mead as of today. 

The first requirement for water in these Federal projects is for 
irrigation and municipal use. When waters were stored in excess of 
those required to meet these downstream requirements and satisfy 
the terms of the Mexican Treaty, excess water was used for the-gen- 
eration of power. In the operating year 1955-56 which began on 
the Ist of June of this year, now provides that water flows through the 
Colorado River plants will be regulated only to meet downstream 
requirements. 

There is no water available strictly for the generation of power. 
As a consequence the State of Nevada has been cut to 62 percent of 
its firm energy available to it from Hoover and Davis powerplants, 
which means, of course, to meet our roughly 1,200 million kilowatt- 
hour needs for this operating year, we must oun 537 million kilowatt- 
hours of stream. 

Since the presentation was made in Sacramento in 1952, we have 
signed an agreement, an interchange agreement with the State of 
Arizona through its Arizona Power Authority providing for the 
delivery of off-peak energy to the State of Nevada. 

We have, at the present time, conversations under way with the city 
of Los Angeles, department of water and power, looking toward the 
drafting and final consummation of an interchange agreement with 
the City through which the State of Nevada hopes to receive energy 
from that agency. 

One of the State's S prime contractors in southern Nevada is build- 
ing a steam plant. We hope to be able to effect contracts through 
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which me may, in turn, through this interchange agreement, deliver 


energy at times and at periods to the city of Los Angeles or to the State 


of Arizona. 

I would like to give you a little background of the Colorado River 
Commission. We are probably the biggest utility in the State of 
Nevada. I think I can safely say that we sell twice as many kilowatt- 
hours a year as all the other agencies in the State combined, and yet 
we are not a public utility. Our law does not provide that. 

We are obligated by law only to sell the energy generated for the 
State on the Colorado River, and 4 years ago our act was amended by 
the State legislature which allows us to go outside of the State of 
Nevada to get energy generated anywhere i in the West for use of the 
State of Nevada. That law was amended just to meet this Shasta 
situation. 

Under the original Colorado River Act we had no authority to step 
out. of the State and contract for energy for Shasta. The law was 
amended to take care of just that situation. 

It is true we were first offered a contract and had it signed the 
15th day of September 1952. I would like to read you 1 or 2 pro- 
visions of that act. 

It does provide, without reading it in full, that we had 1 year in 
which to provide wheeling and firming for this energy. Wheeling is 
still being studied. 

Firming is reasonably well taken care of by virtue of our contract 
with the State of Arizona, and a contract we hope to have with the 
Southern Nevada Power Co. when their steam plant is built. 

I would like, however, to call your attention to the fact that Shasta 
energy by no interpretation can be considered as firm energy in the 
full sense of the word. I think it has not been divulged here. 

For instance, in January of any operating year our contract pro- 
vides that we may get 160 kilowatt-hours per kilowatt of demand. 
In August, when streamflows are inereased to meet downstream irri- 

gation requirements, we may expect to receive 550 kilowatt-hours per 
kilowatt of demand. 

If my figures are correct, it means we would operate at an 18.8- 
percent load factor in the month of March, and a 73.9-percent load 
factor in the month of August. 

In order to avail ourselves of the Shasta power as any other agency 
would, they would either have to build their own steam plants, or 
would have to purchse peaking capacity and supplemental energy 
from another agency. That is Nevada’s problem today. 

We have firmed this energy, we believe, with a contract from 
Arizona. We have been unable as of today to get Shasta wheeled 
into the State of Nevada. We have asked for a contract extension 
We have been advised informally that the contract will be extended for 
1 more year. 

Mr. Cuuporr. I think we will take a 5-minute recess. 

(Short recess.) 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Knox isn’t in the room, so I will reserve his time, if he has 
«questions, when he gets back. 

Mr. Jonas, do you have any questions ? 

Mr. Jonas. I want to ask Mr. Shaver, since he is the only engineer 
that has been on the stand today, if you know anything about the 
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power availability in the Central Valley project. We have had some 
questions here today. 

Ifow much firm capacity is available from Shasta; do you know ? 

Mr. Suaver. I believe it is 300,000 kilowatts, firm, with some in- 
crease above that not firm; undependabie capacity, I believe, is the 
term they use on that above the 300,000. 

| would like to modify that statement, that there certainly will be 
provision made for inc ‘reases when Folsom and Nimbus and these other 
projects are in, but as of today I believe tiiat is the correct figure. 

Mr. Jonas. Your position and the position of your State, as I 
understand it, is that this is a State agency that has the contract and, 
therefore, it is a public body, and therefore a preference customer 
within the meaning of the language used in the act:/ 

Mr. Suaver. Oh, undoubtedly; yes, sir. We are a preference 
customer. 

Mr. Jonas. And your status as a pre ‘ference customer was recog- 
nized by the Bureau of Reclamation in 1952 when they signed a con- 
tract with you—— 

Mr. Saver. Yes, sir. 

Mr. Jonas (continuing). For the 33,000 kilowatts of power 4 

Mr. Suaver. Yes, sir. 

Mr. Jonas. Are you the operating officer of the Nevada organi- 
zation 4 

Mr. Suaver. My full title is chief engineer and operating manager. 

At that time we were managing the basic magnesitm project. 
Since this date we have sold or leased the entire project. We do not 
operate that as a facility, but we supply the contractors with energy. 

Mr. Jonas. May I see that letter that Mr. Perlman wrote the city of 
Palto Alto, please ¢ 

Mr. Cuvuporr. We gave it back to the witness. If you will recall, 
the witness said since we had a copy in our files, he would like to 
have it back. 

Mr. Jonas. I didn’t know I was going to want it. I didn’t know 
this man was going to be here. 

But I believe the staff director of this committee directed a letter 
to the city of Palto Alto, and, as I recall this letter, and I wish to 
be corrected if I am wrong——— 

Mr. Horrman. Maybe they have a copy. 

Mr. Cuvuporr. We do, but it is in Washington. 

Mr. Jonas. I believe that letter indicated that similar letters had 
gone to other municipalities in the State of Colorado, advising them, 
advising at least Palto Alto, that this 33,000 kilowatts under contract 
to the State of Nevada should be made available to them, and they 
should go after it, or words to that effect. 

Mr. Cuuporr. No; it did not say that. 

Mr. Jonas. What did it say ? 

Mr. Cuuporr. The letter said that the city of Palo Alto had heard 
rumors that there were 33,000 kilowatts of power available, and they 
requested the subcommittee to find out whether it was available, and 
Mr. Perlman then wrote a letter to Mr. Keithley saying that he had 
checked and he had been informed that it was available. 

Now, this 33,000 kilowatts is the kilowatts that were under contract 
from the Shasta project to the State of Nevada that they weren’t able 
to get because of the fact that the private power companies wouldn’t 
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wheel the power. If they could enter into a wheeling arrangement 
there would be no problem, they would have the 33,000 kilowatts. 
They have been entitled to it under a contract since—When did you 
first enter into that contract / 

Mr. SHAVER. 1952. 

Mr. Cruporr. Since 1952. 

They haven't gotten a kilowatt of it because it hasn’t been wheeled. 
Now, somebody is getting that power. It is just not being stored. 
You know we can’t store power, and I think the Pacific Gas & Electric 
are getting it; is that who is getting it, or don’t you know ? 

Mr. Suaver. I wouldn’t know. 

Mr. Cuvporr. I don’t know who is getting it, either. 

Mr. Jonas. The inference, as I got it, in the letter of the staff direc- 
tor to the city of Palo Alto is these 33,000 kilowatts are up there avail- 
able, and they should make an effort to get it. 

Mr. Cuuporr. As preference customers, they would be entitled to it 
if these people couldn’t get it. 

Mr. Jonas. They still have the right to try to get it, and, as | 
understand it, you are still seeking it and still claiming it; is that 
correct ? 

Mr. SHaver. That’s right; yes, sir. 

Mr. Jonas. You certainly haven’t voluntarily given up your efforts 
to get it? : ; 

Mr. Cuuporr. Have you ever made an attempt to get a wheeling 
agreement with any private company. 

Mr. SHaver. Yes. 

Mr. Jonas. Do you think the Pacific Gas & Electric Co. would sign 
a wheeling agreement when the general assembly of the State is on 
record telling them not to? 

Mr. Moss. Would the gentleman yield? 

Mr. Jonas. Yes. 

Mr. Moss. The general assembly of the State is on record in no 
such manner. 

Mr. Cuuporr. I think that they would have no trouble making an 
agreement with P. G. & E. to buy power from them; they would prob- 
ably sell it to them rather than wheel at a cheaper price, they would 
sell it to them at a higher price. 

Mr. Jonas. Do you know anything about that resolution that has 
been referred to? 

Mr. Suaver. I have seen it. 

Mr. Jonas. You have seen the resolution. What does it say? What 
is the purport of the resolution ? 

Mr. SuHaver. Mr. Jonas, I couldn’t repeat it today because it has 
been some time since I read it. 

Mr. Jonas. Do you know when it was adopted ? 

Mr. Suaver. Well, I would assume, since our testimony originally 
was in March of 1952, it seems to me that resolution would have been 
in the 1952 session of your legislature. Is that correct? 

Mr. Moss. Frankly, I can’t recall. It was either 1951 or 1952. 

Mr. Suaver. I believe it was 1952. 

Mr. Jonas. I think we ought to have a copy of it. It seems to be a 
very interesting document. 
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Mr. Cuvuporr. I think that somebody in the State of California will 
have a copy of that resolution. I think there is some agency we could 
get it from. 

Mr. Moss. If the gentleman would yield, | would like to say appar- 
ently the Governor of Nevada was informed that it would be a subject 
of discussion. Had I known that the question would come up at all, 
1 would have brought my files here from Sacramento on this subject. 
I think that I can arrange to supply to the committee a copy of the 
resolution. 

Mr. Jonas. I think the committee ought to have it, and I think the 
committee also is entitled to an explanation as to why the staff members 
of this subcommittee didn’t get in touch with the Governor of the 
State of Nevada and the other officials, and find out for themselves 
what they had to say about this and whether they claim any rights to 
this power. 

Mr. Cuvuporr. We knew that they claimed rights to the power, and 
nobody intended to attack their rights to the power. 

Somebody in the Interior Department said they had better come 
down here because they are going to be attacked. We had no reason 
to even think about calling them because we felt they were entitled to 
it they ought to have it and it should ge wheeled to them. 

Mr. Jonas. Didn’t we write a letter to the city of Palo Alto and 
call the city’s attention to the fact these 33,000 kilowatts were avail- 
able ¢ 

Mr. Cuuporr. We wanted to advise these cities that there were 
$3,000 kilowatts of power available for their use, and that they were 
entitled to it under the preference clause, and therefore they should 
have it before the Pacific Gas & Electric should have it, and Pacific 
Gas & Electric got it in spite of the fact Nevada couldn't get it and 
the cities needed it. 

Mr. Jonas. I think the evidence here today indicates that Pacific 
Gas & Electric 

Mr. Cuuporr. I think Mr. Lanigan made the investigation and is in 
a better position to answer you. 

Mr. Lanican. I just have to refer to Mr. Keithley’s testimony. In 
discussing it about a month or so ago when we saw him, there was a 
rumor, and no one knew whether it was true or not, that this 33,000 
kilowatts was allocated, as has been indicated, so he testified, as I re- 
call, that he had asked us to check on it. 

We went back, and Mr. Perlman, who is staff director, instructed 
myself and Mr. Austin to go over and ask the Bureau of Reclamation 
what the story was. So we went over and had a discussion with Mr. 
Dexheimer, who is the Commissioner of Reclamation, and one or two 
other gentlemen, whose names I don’t recall, and they told us whatever 
was in that letter—I don’t recall the precise language of the letter— 
and we mailed it to Mr. Keithley, since he is the one who asked us to 
go ahead, and I think we sent copies to the other people who had 
been there at the time the discussion was had. 

Mr. Jonas. Did you learn that the State of Nevada still insists on 
its rights to this power ? 

Mr. Lanigan. They told us that they had renewed the contract. I 
am sure that was 

Mr. Jonas. Who told you that? 
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Mr. Lanigan. Dexheimer. That was in the letter.. That was one 
of the facts that we stated I am sure. 

Mr. Jonas. Do you think we ought to sit here and dole out this 
power that has heretofore been allocated to the State of Nevada, with- 
out giving them a chance to come in? 

Mr. Cuuporr. We haven't doled out anything. 

Mr. Jonas. We are encouraging these cities to put in claims. 

Mr. Cuuporr. We have no authority to do it. The Secretary of the 
Interior could do it, if he complied with the law. 

Mr. Jonas. It looks to me like the members of this committee are 
showing considerable interest in interesting the municipalities in 

California in this block of power, and at the same time have ignored 
cae any right or claim that the State of Nevada may have, al- 
though they were yadvised of such a claim. 

Mr. Cuvporr. I would like to answer you, and say that the city of 
Palo Alto requested that we get information. We went to the ‘De- 
partment of the Interior and they advised use there were 33,000 kilo- 
watts allotted to the State of Nevada, that the State of Nevada wasn’t 
getting it because they couldn’t get it wheeled to them, and the Pacific 
Gas & Electric Co. was being given that power. 

I maintained then, and I still maintain now, that if the State of 
Nevada couldn’t get the power to which they were entitled, because 
they couldn’t get it wheeled, certainly it should have been given to the 
preferenc e customers, which were the municipal electrics of northern 

California, before it should have been assigned to the Pacific Gas & 
rE lectrie Co. 

Mr. Jonas. They won't take it though, unless they get firm contracts 
for it. They have all testified today that they wouldn't be interested 
in the power, they couldn’t use it unless they had it available for a 
long period of time. 

Mr. Cuuporr. I understand that, but the Bureau hadn’t deter- 
mined that. We elicited that today. 

Mr. Jonas. You don’t know. What if Nevada next week makes this 
wheeling arrangement, then they will claim the 33,000 kilowatts. 

Mr. Cuuporr. I am sure that the Department of the Interior, if 
they, wanted to be fair and equitable about it, could have a recapture 
clause in those agreements to give the power to the northern California 
cities, and if the State of Nevada made a wheeling arrangement, it 
would be turned over to Nevada. 

I, as chairman of this committee, certainly don’t want to see Nevada 
lose its power. I think they are entitled to it. I would like to see 
every preference customer treated in the same light and get all the 
power they are entitled to, instead of private power companies. 

Mr. Jonas. May I say, while we are on that, I am not fighting for 
Nevada. I don’t know whether they are entitled to the power or not, 
and I don’t know anything about it, but I don’t think we, as a com- 
inittee, ought to discuss this block of power with the municipalities 
that are trying to get it, and completely ignore the State of Nevada. 

Mr. Cuuporr. I don’t see any objection to the committee giving in- 
formation it has access to, when we get a request from a bona fide. city 
electric plant. 

I think if we have access to information, we certainly don’t want to 
hide it and we are going to give it to anybody that wants it, and I 
think the Secretary ‘of the Interior should do the same thing. 
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We have a lot of difficulty getting information from him in our 
capacity as a subcommittee. He has turned us down not only in re- 
quests we have made for power but in many other requests for other 
things, more particularly Mr. Orme Lewis refused to give me person- 
ally a report of the Fish and Wildlife Service on something about wild 
rice in California. He said to me that was a document, an interde- 
partment document, and we had no right to have it. [ asked him for it 

personally. Of course, the next day he resigned, I don’t know why. 

Mr. Jonas. Well, it is a fact that you, as chairman of this subcom- 
mittee, made a public statement in Idaho Falls in defense of the fail- 
ure of the staff members to go to the Portland office of the Bureau of 
Reclamation to check up on some allegations made by Mr. Norwood; 
you made the statement in public and in the record that there was no 
use to go to the Bureau of Reclamation, that you had been turned down 
and refused information. 

Mr. Cuvporr. That’s right. I had been refused information by 
the Department of the Interior on almost ev very request I have made. 

And not only have I been refused information but the Secretary 
of Interior has advised the employees not to talk to me or any member 
of my staff on any question I may raise to them for information con- 
cerning the operation of the Department of Interior. 

Mr. Jonas. Did you get a telegram from the Secretary of Interior 
yesterday denying that ¢ 

Mr. Ciucvporr. I got it from a Mr. Nunan. I didn’t know who he 
was, Mr. Bennett didn’t know. It was signed David Nunan, Secre- 
tary of the Interior. I asked the staff and I asked Mr. Bennett. 

Mr. Jonas. It wasa denial of your charge. 

Mr. Cuvporr. It was a long story, and “T don’t know exactly what 
it said, but it was signed by a man named Douglas Nunan, Secretary 
of the Interior. 

Mr. Jonas. You know he is not the Secretary of Interior. 

Mr. Cruporr. I don’t know who he is. I never heard of him. As 
a matter of fact, 1 was so anxious to find out who he was that I asked 
Mr. Bennett today whether they had anybody in the Interior Depart- 
ment by that name, and he said, “No.” 

Mr. Jonas. Iam just wonder ing if you are ever going to get around 
to making the text of that telegram available for the record, because 
it is in complete denial of your statement that he had issued instruc- 
tions for subordinates not to talk to members of this committee. 

Mr. Cuuporr. I will make any telegram that I receive from the 
Secretary of the Interior public and for the record, but I will not 
make public for the record a telegram signed by a man as Secretary 
of the Interior who isn’t the Secretary of ‘the Interior. I get a lot of 
telegrams from people that have no right to send them to me. 

Mr. Jonas. Obviously there is some » typographical error. 

Mr. Cuuporr. I want to say this to you. I will show you that 
telegram. Maybe we have it here. 

Mr. Jonas. In view of the fact you made the statement. publicly in 
Idaho Falls that the Secretary of the Interior had instructed his sub- 
ordinates not to talk to members of the sube ‘committee, and in further 
view of the fact that I understand that telegram denies that, I think 

1 justice 





a Cuuporr. I want to say in answer to that, Mr. Orme Lewis, 
head of the Bureau of Land Management, told me personally on the 
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telephone that he wasn’t going to give me the information that I re- 
quested, and I had to refer it to Mr. Moss’ subcommittee to get it, and 
there was a Mr. Reuss made a speech on the floor where he set forth 
all the facts, that he had come to me, and Reuss sat in the chair right 
beside me when I spoke to Mr. Lewis. This is in the Congressional 
tecord if you care to look it up, and we still don’t have that report 
from Mr. Lewis or the Secretary of the Interior, and the next day 
Mr. Lewis resigned from the Department. 

Now since you have raised the question I will read this telegram, 
and I do hope that this is really a telegram from the Secretary of the 
Interior, because it will make this subeommittee’s work much easier 
if we can get information. 

Mr. Horrman. Mr. Chairman, m: iv I make a point of order, please ? 

Mr. Cuvporr. Mr. Jonas asked for it. 

Mr. Horrman. I know, but I have not obstructed much this after- 
noon. I’ve been good. 

Mr. Cuuporr. You make your point of order. I want to say you 
have been very good, Mr. Hoffman. 

Mr. Horraan. W ell, I do not want to enter into any controversy 
with my colleague. I? that is a fictitious document, I don’t think we 
ought to dignify it by putting it in the record. 

Mr. Cuvporr. What would you think if you got a telegram signed 
by a man by the name of Nunan, Secretary of the Interior, and then 
you asked the members of your staff whether they knew Mr. Nunan, 
and you didn’t know Mr. Nunan personally, and then you asked the 
counsel and legislative liaison officer whether there was a man by the 
name of Nunan in the Department of the Interior in any capacity, 
and he said he never heard of the name; would you think it was 
fictitious ? 

Mr. Jonas. I would assume it is a typographical error. 

Mr. Horrman. He is asking me, Mr. Jonas. 

Mr. Jonas. I beg your pardon. 

Mr. Horraan. Well, if I thought the staff knew everything, and 
that the Western Union never made a mistake, and that some of those 
stenographers in the executive department never made a mistake, I 
would think there was something rotten somewhere. 

Mr. Cuuporr. Let me say this to you. First I will answer you, 
Mr. Jonas. 

Mr. Horrman. Don’t answer me; I don’t care. 

Mr. Cuuporr. First of all, Mr. Jonas, I don’t want to raise this 
question, but since you raised it, I will have to. How did you know 
I got thistelegram? Did you get a copy of it? 

“Mr. Jonas. I will be glad to tell you. I got in touch with the Sec- 
retary of the Interior and told him about these public charges you 
made, and asked him to send you a telegram either saying it was so 
or denying it. 

Mr. Cuvporr. Mr. Jonas, I want to thank you deeply. 

Mr. Jonas. [told you at the time Iwas going to do it. 

Mr. Cuvporr. You have done yeoman’s work for the committee, 
hecause we have been hamstrung since last January trying to get 
information. 

Mr. Jonas. I don’t think you have been hamstrung on anything you 
lave been entitled to. 
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Mr. Horrman. You don’t claim Mr. Jonas was intimidating you; 
do you? 

Mr. Cuuporr. Nobody is intimidating me, Mr. Hoffman, not even 
you. You may intimidate some w itnesses, but you can’t intimidate me. 

Mr. Horrman. I try to please you. That’s hard enough. 

Mr. Cuvuporr. I like to please you, too. 

Mr. Horrman. Don’t worry ¢ about pleasing me; I’m happy all the 
time. 

Mr. Cnuuporr. Mr. Hoffman, if you will search the record, not per- 
sonally, but get Miss Boyer to search the record 

Mr. Horrman. Wait a minute; Mr. Moss may object to that, because 
he objected to her advising me the other day. 

Mr. Cuuporr. I want to take this weight off your shoulders. I 
know if you are reading the record 

Mr. Horraan. Who has been doing most of the talking this after- 
noon ¢ 

Mr. Moss. Mr. Chairman, would you yield to me for a moment? 

Mr. Cuuporr. Surely. 

Mr. Moss. Mr. Hoffman, I would never object to having any infor- 
mation made available to you. I think you are entitled to anything 
that you want. 

Mr. Horrman. Can you help me? You are on that special com- 
mittee. Can you help me find out how St. Peter has got me listed up 
above ? 

Mr. Moss. I certainly will try to intercede there. 

Mr. Jonas. Let me bring my part of this to a conclusion 

Mr. Horrman. This is a hassle, Mr. Chairman, and I object to it. 

Mr. Jonas (continuing). As to whether or not the staff wouldn’t 
have been well advised—‘Douglas Nunan”—— 

Mr. Cuvporr. That is pretty far from McKay. 

Mr. Jonas. At least his first name is correct. 

Mr. Cuvuporr. If they spelled the last name wrong I would say it 
might be a typographical error, but you have to agree N-u-n-a-n is not 
close to M-e-K-a-y. 

I would like to answer Mr. Hoffman. Mr. Hoffman, if you will look 
into the record you will find a letter from the Secret: iry of the Interior 
that I called a gag letter wherein the Secretary of the Interior, in 
writing, advis ed all of the employees of the Interior Department all 
over the countr y to give no facts, to have no interviews, to any member 
of the staff of the subcommittee or myself as chairman of that sub- 
committee without his specific permission. 

Mr. Hlorrman. I don’t know why you refer that to me, because I got 
a bill through the House requiring all the executive departments” to 
give the Congress that, but the Senate wouldn’t take it. I don’t know 
What is the matter with them. 

Mr. Cuvuporr. If you want me to put this telegram in the record, 
I will be glad to do it, but it may be a fictitious te legram, and [ don’t 
want to put anything fictitious in the record. 

Mr. Horrman. You will admit if the context is true, it is not 
fictitious. 

Mr. Cuvuporr. I would love to receive a telegram from Mr, McKay 
saying to me as chairman of the subcommittee: “Our doors are open, 
we will give you any information that you want.” 
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I would love to get that, and I would certainly give Mr. Jonas credit 
for it, because I think that is one of the things that has been our 
biggest trouble as far as this subcommittee is concerned. 

Mr. Horrman. When C ongress is in session the way to get that isa 
privileged resolution which they have to answer in 7 days. 

Mr. Cuuporr. But we are not in session. 

Mr. Jonas. We were in session then. 

Mr. Horrman. You fellows started this thing long before we 
adjourned. 

Mr. Cuuporr. Maybe we are getting somewhere. 

Mr. Horrman. Do you want to know how to write one of those 
resolutions? I have one here. 

Mr. CHuborr. Send me a copy. 

Mr. Horrman. I will give it to you now. 

Mr. Cuuporr. All right; hand it over to me. Do you have any 
further questions? 

Mr. Jonas. I would like to make this final statement. My only 
point about this particular matter is I think it was a little unusual 
for the members of the staif to be talking to these municipalities about 
the block of 33,000 kilowatts that was under commitment to the State 
of Nevada, without even going to the State of Nevada to find out 
what efforts they were making to take advantage of that commitment, 
and whether they still claim it. 

Mr. Cuuporr. We certainly are not trying to take any power away 
from the State of Nevada. We went to see Mr. Dexheimer; he gave 
us the information; we sent it off; and we certainly are not trying 
to hide anything, and I don’t think we had to get permission From 
the State of Nevada to h: - out that information. 

Mr. Jonas. Of course, I don’t think we have to get any permission 
from the State of Nevada, but we are supposed to be making an im- 
partial objective study of this whole situation, and if Nevada has 
a claim to 33,000 kilowatts, this block of power that questions have 
ben asked of witnesses today if they couldn’t use it, I don’t think 
we ought to ignore the State of Nevada in its claim. 

Mr. Cuuporr. I still think if Nevada can’t use it, they should get 
it. I want to say this to you. As soon as the Governor of Nevada 
requested the right to be heard, 3 minutes after I got his telegram 
he got an answer and it is in the record. Do you have any further 
questions ? 

Mr. Horrman. May I see that wire? 

Mr. Cuuporr. You are talking about the one from Nunan? 

Mr. Horrman. Yes. 

Mr. Cuuporr. You said it might be fictitious. I was going to put 
it in the record, but you said it might be fictitious. 

Mr. Horrman. I have no objection. If Mr. Jonas wants anything, 
I sure go along with him. Do you want it in the record? It is all 

right with me. 

Mr. Cuvporr. Let’s read it. 

Mr. Horrman. It took us a long time to get that in. 

Mr. Cuuporr. This is addressed to me as chairman of the sub- 
committee, and it says: 

Your statement during recent hearings that Department employees have been 
prohibited from giving information is not correct. In accordance with established 
policies laid down by this administration any employee of this Department is 
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free to respond to inquiries from your committee or its staff members. However, 
this Department will be guided in its relations with the legislative branch by 
the constitutional executive privilege established by 150 years of historical 
precedent. 

DouaLas NuUNAN, Secretary of the Interior. 

I want to say that this definitely shows a little progress. I hope it 
is Mr. McKay’s telegram. I hope he will send me one correcting the 
mistake, because we are getting the same treatment that the Tittle 
village of Skiatook got. They couldn’t get power, now they are get- 
ing it. We couldn't get information, now maybe we will get it. 

Mr. Jonas. Of course, it is quite different permitting the staff to 
vet information and turning the entire staff into the Department of 
Interior on a fishing expedition. I think that is where we had the 
trouble. : ce 

Mr. Cuuporr. We have never, never gone on a fishing expedition. 
We have asked for specific things. I specifically asked for the report 
of the Fish and Wildlife Commission. _ 

Mr. Jonas. That was not in connection with this hearing. 

Mr. Cruuporr. No; with another investigation that we were making. 
I gave the title of it, the man who wrote it and the date that he wrote 
it, and I was refused it. 

Mr. Jonas. If this committee has any specific requests for infor- 
mation, I will certainly support it in obtaining it. 

Mr. Cuvuporr. | know you will. I am not criticizing you, Mr. 
Jonas. You have been very cooperative in anything that we have 
been trying to get from the Interior Department, and I certainly 
thank you. If you are responsible for this information, I hope it is 

. legitimate telegram and I hope we will get the information. You 
iueme ve a lot of credit for it. 

Mr. Jonas. I think it is, because I informed the Secretary of the 
statement you made, and he said it was inaccurate. 

Mr. Horrman. Is it my turn now, Mr. Chairman ? 

Mr. Cuvuporr. I also want to put in at the same point in the record, 
although it is in there before, the letter dated April 15 from the See- 
retary of the Interior where he barred the employees from giving 
information, so we can show that there has been a change. 

(The matter referred to is as follows :) 

DEPARTMENT OF THE IN1 ERTOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 21, 1955. 
Memorandum. 
lo: Heads of Bureaus and Offices. 
From: Administrative Assistant Secretary. 
Subject: Public Works and Resources Subcommittee of the Committee on Gov- 
ernment Operations. 

A Subcommittee on Public Works and Resources has been created by the 
louse Committee on Government Operations. The subcommittee staff director 
is Mr. Arthur Perlman. Other staff members include Mr. William Pincus and 
Mr. James Lanigan, former employees of the Bureau of Land Management. 

Normally the Department serves as a central point of contact and clearance 
in regard to informational requests of congressional Committees; however, the 
staff of the Subcommittee on Public Works and Resources has indicated an un- 
Willingness to cooperate in such an arrangement. Sound management dictates 
that the Department act to avoid any confusion arising from this situation by 
asserting its clear responsibility for internal coordination. For this reason, the 
following requirements are delineated for your guidance: 

. 1. All contacts, whether formal or informal, made with bureau and of- 
fice personnel by the staff of the subcommittee shall be reported promptly and 
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fully to this Office, and specifically, either to the Administrative Assistant 
Secretary personally or to Mr. George E. Robinson. 

2. This Office will assume full responsibility for departmental clearance 
of all data requested by or proposed to be furnished to the subcommittee. 

3. This Office will further be responsible for departmental coordination 
of all matters pertinent to the subcommittee operations, dissemination of 
information in regard thereto, and assignment of a departmental representa- 
tive to attend all conferences which the subcommittee staff may arrange. 

There have already been tangible indications that the subcommittee will in- 
quire into a variety of matters encompassed by the program of this Department. 
As in all of our congressional relationships, we wish to be fully cooperative. It 
is equally important, however, that we be systematic. The coordinating require- 
ments recited herein will achieve that end. 

D. OTls BEASLEY. 

Mr. Cuvuporr. All right, Mr. Hoffman. 

Mr. Horrman. This whole thing about Nevada having prefer- 
ence—— 

Mr. Cuuporr. Let’s get back to Nevada now. 

Mr. Horrman. Your agreement that you had preference expired, 
didn’t it, some years ago? 

Mr. Suaver. Two years ago. 

Mr. Horrman. It has been renewed: hasn’t it? 

Mr. Suaver. It has been renewed twice. 

Mr. Horrman. And another request for renewal is pending? 

Mr. Suaver. Yes, sir; and we understand an extension was agreed 
to this summer, but we have not received official notification. 

Mr. Horrman. That is all I have. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Shaver, when did the contract expire ¢ 

Mr. Suaver. The first contract ? 

Mr. Moss. The last extension. 

Mr. Suaver. June 1, 1955. 

Mr. Moss. When were you informed that it was or would be re- 
newed ? 

Mr. Suaver. We have received no official notification that it was or 
would be renewed. 

Mr. Moss. Then if it has not been renewed, and the inquiry made 
by the staff at the Department, I believe, in August so indicated, in 
absence of a renewal the power would have been available; would it 
not ? 

Mr. SHaver. I can’t answer that, sir. 

Mr. Moss. If it is not committed by contract, then it would be 
available for contract. 

Mr. Suaver. It is our understanding with the Bureau of Reclama- 
tion, Mr. Moss, that this contract is still effective until we have been 
notified by the Secretary of the Interior that it has been terminated. 
That question was particiularly asked of them, and under date of 
August 23 we wrote to the Bureau of Reclamation asking for a copy 
of the renewed contract. 

Mr. Moss. Reading from the contract, section 5 (a), I believe, this is 
the original contract : 

In the event such evidence, the evidence of ability to use or to wheel or to 
transfer satisfactory to the contracting oflicer is not submitted by the con- 
tractor prior to June 1, 1953— 


and I believe that you have had extensions on that day each time. 
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Mr. Suaver. That’s correct. 
Mr. Moss (continuing) : 
this contract shall become null and void and be of no further force and effect. 


And in that event I don’t think it would be automatically renewed. 
It would be that they would notify you of renewal rather than of the 
termination of the contract. Would you say that that is a reason- 
ably correct assumption ¢ 

Mr. Suaver. What the Bureau might assume, I can’t answer for, 
but I will state this: That the supplement was not dated June 1. It 
didn’t come to us until the 8th day of July, which meant there were 
5 weeks there that the contract did hold itself as effective until the 
renewal was granted. 

Mr. Moss. Of course, that would be a question of law and interpreta- 
tion. If it says here—you say that the renewal was 5 weeks later— 
if it says here that this contract on June 1 shall become null and void 
and be of no further force and effect, it would have to be specifically 
extended or it would be null and void. 

Mr. Suaver. In answer to that, I will read you the terminology of 
supplement No. 1 which extended it beyond that date, and it said: 





In consideration of the mutual promises herein set forth the parties agree: 
1. The sales contract is hereby amended by striking the date June 1, 1953, 
wherever it may appear and substituting in place thereof the date June 1, 1954. 
In all other respects the sales contract shali remain in full force and effect. 
On supplement No. 1, all it does is change the date, and it says: 
The sales contract is hereby amended by striking the date June 1, 1954, wher- 
ever it may appear and substituting in place thereof the date June 1, 1955. 

If I go by your interpretation, Mr. Moss, there was a period of 5 
weeks that the State of Nevada did not have a contract. 

Mr. Moss. That would be my interpretation, and if that were so, 
the contract would thave been null and void. 

Mr. Suaver. For a 5-week period. 

Mr. Jonas. Would you yield right there? 

Mr. Moss. Yes. 

Mr. Jonas. I haven’t seen the contract, but I have drawn many, 
although they were not power contracts. Sometimes contracts con- 
tain a second provision outlining how they may be renewed, and the 
mere fact that some condition — is not met which might make the 
contract null and void would not be binding over a subsequent pro- 
vision saying how it may be extended. 

Mr. Moss. I find no such provision in this contract. You can look 
it over. I am not an attorney, but it just seemed that the language 
was rather clear. 

What type of facilities or what is the power marketing agency in 
thet State of Nevada? 

Mr. Suaver. Colorado River Commission for this particular power. 

Mr. Moss. What facilities does it operate ? 

Mr. Suaver. We do not own any physical facilities. We own no 
lines, we Own no meters. We own nothing but power. We are not 
allowed to own physical facilities under our law. 

Mr. Moss. You mentioned, in addition to the Basic Magnesium, 


which at the time of the original contract was operated by the State 
of Nevada—— 
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Mr. Suaver. That’s right. 

Mr. Moss. How long was it operated by the State of Nevada? 

Mr. Suaver. Nearly 4 years. 

Mr. Moss. Nearly 4 years. You also listed a number of public dis- 
tricts in the State of Nevada. 

Mr. SuHaver. Correct. 

Mr. Moss. Ordinarily in most States they contract with the Bu- 
reau for their power; isn’t that correct / 

Mr. Suaver. They contract directly with us in our State. 

Mr. Moss. In your State they contract directly with you? 

Mr. Suaver. Yes, sir. 

Mr. Moss. And you listed a private power company. 

Mr. Suaver. Yes, sir. 

Mr. Moss. Would you classify that as a preference agency or cus- 
tomer under the Federal law ? 

Mr. Suaver. No, sir; we are the preference agency with the Bu- 
reau of Reclamation. 

Mr. Moss. And you can, under your interpretation, sell it to whom- 
ever you please ? 

Mr. Suaver. That is our thinking. Now, what the Bureau might 
think you had better ask the Bureau. I don’t know; that is a pretty 
moot question. 

Mr. Moss. But the fact is that the 33,009 kilowatts contracted for 
by the State of Nevada at the time it was contracted for 
and subsequently up to the very present time has never been available 
to the State of Nevada because of inability to wheel the power. 

Mr. Suaver. That’s correct, sir. 

Mr. Moss. And it has therefore been available on an interim con- 
tract to a private utility ? 

Mr. Suaver. It has been available to someone else. 

Mr. Moss. Do you have any knowledge of the need by other prefer- 
ence agencies able, perhaps, to avail themselves of the power imme- 
diately, in this area ? 

Mr. SHAveER. No, sir. 

Mr. Moss. Well, there are such agencies, I am quite confident, 
willing to contract for it if it can’t be made available to the State of 
Nevada. Have you assurance now that under the new extension it 
will be finally available to the State of Nevada? 

Mr. Suaver. No, sir. All we know is that we have requested an 
extension of this contract to give us more time to attempt to arrange 
the wheeling. 

Mr. Moss. But we have a practical effect, don’t we? The utility 
refusing to wheel to you is now the beneficiary of the 33,000 kilowatts 
of power. 

Mr. Suaver. [ can’t answer that. 

Mr. Moss. I think it is obvious whether or not it is answered. 

Mr. Suaver. My observation would be that there are other munic- 
ipalities in the State of California that have contracts with the 
Bureau of Reclamation. Now where our 33,000 is going I wouldn't 
state. 

Mr. Moss. I think a breakdown of the commitments from the proj- 
ect of the firm power would show that your 33,000 figures in the list 
of firmly committed power. I don’t think there is any question as to 
who has been getting it. 
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We have known right along it was P. G. and E. That was the time 
that I authored the resolution which was introduced in the State 
legislature. I did so on the firm conviction then that it would be 
available to P. G. and E. and that, in all probability, unless some 
miraculous occurrence came about, it would continue to be for the 
life of the contract available to P. G. and E. That was one of the 
reasons why I introduced the resolution. These are all the questions 
1 have. 

Mr. Cuuporr. Mr. Shaver, I would like to ask you whether you 
have ever gone to P. G. and E. and asked them to wheel the power 
from Shasta to Nevada ? 

Mr. Suaver. Yes, sir. 

Mr. Cuuporr. How many times did you ask them, more than once ? 

Mr. Suaver. Well, I have been present if I recall correctly, on 
three occasions. 

Mr. Cuuporr. And what did they tell you when you requested a 
wheeling agreement ? 

Mr. Suaver. I think I would have to get the correspondence from 
the Governor’s file to give you the P. G. and E. direct answer. 

Mr. Cuuporr. The ultimate answer was “No”? 

Mr. Suaver. That’s correct. 

Mr. Cuuporr. They might have said it in fancy language, but 
they said “No.” 

Mr. Suaver. That’s correct, sir, and reference was made to that 
resolution in the California Legislature set forth, and incidentally, 
I find it here in the Governor’s correspondence, if you are interested. 

Mr. Cuuporr. You mean the resolution of the California Legis- 
lature ? 

Mr. Suaver. Yes. 

Mr. Cnuporr. It would be nice to have it for the record if you would 
let us have it. 

Mr. SHaver. This is a copy of it. I am assuming this must be it. 
Do you want it read / 

Mr. Cuvporr. I don’t think you have to read it if Mr. Moss agrees 
that is his resolution. 

Mr. Suaver. This is my copy. I can’t leave this with you. Asa 
matter of fact, this is the Governor’s correspondence I have here: 

Senate Concurrent Resolution No. 34 relative to delivery of electric power 
from— 

Mr. Cuuporr. Mr. Moss was in the California House. 

Mr. Suaver (continuing) : 
from Central Valley project facility, filed with the Secretary of State, March 
18, 1953. 

Mr. Moss. That was one subsequent to my service in the legislature. 

Mr. Suaver (continuing) : 

Whereas, the legislature, in adopting Assembly Concurrent Resolution No. 15 
in its 1952 regular session, stated that the fulfillment of the purpose for which 
the Central Valley project was conceived requires that power generated in con- 
nection with the Central Valley project be utilized first to meet the needs of 
the people within the State and to accomplish the full utilization of the Central 
Valley works before any power is made available for use outside of California ; 
and 

Whereas the United States Bureau of Reclamation has now entered into a 
contract with an agency of the State of Nevada to furnish power to that agency 
from the Central Valley project facilities ; and 
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Whereas delivery of the power under the contract can be effected only through 
a wheeling arrangement with certain public utilities in this State: Now, there- 
fore, be it 

Resolved by the Senate of the State of California, the Assembly thereof con- 
curring, That all public and private agencies, including but not limited to the 
Pacific Gas & Electric Co. and the Southern California Edison Co., are urged 
not to enter into any wheeling or other agreement which, in any manner, would 
facilitate the delivery of power developed by the Central Valley project works 
for use outside of California, until this legislature can further consider the 
matter; and be it further 

Resolved, That the public utilities commission is urged to defer approval 
of any further contracts providing for the wheeling of power developed by 
the Central Valley project facilities until this legislation can further consider 
measures necessary to protect the public interest in connection with such con- 
tract ; and be it 

Resolved, That the secretary of the senate transmit a copy of this resolution 
to the Pacific Gas & Electric Co., the Southern California Edison Co., and the 
California Public Utilities Commission. 

(Resolution, ch. 65, Stat. 1963, vols. 239 and 240.) 

Mr. Cuuporr. That is a resolution of the Senate of California, and 
of course, as you know, Mr. Shaver, a resolution is not a law, and there- 
fore the Pacific Gas & Electric Co. wouldn’t be bound by that resolu- 
tion if they wanted to enter the agreement, there was nothing legally 
to stop them from doing it; isn’t that right? 

Mr. Suaver. That is probably true. 

Mr. Cuuporr. But, of course, they wouldn’t do it for this reason. 
No. 1, they were buying that power, they had an interest in that, why 
should they give it to you when they were buying it at secondary rates, 
or even at firm rates, and they were selling it to their customers. 

Would there be any other company that would be in a position to 
wheel from Shasta other than Pacific Gas & Electric ? 

Mr. Suaver. No. Into western Navada Sierra Pacific will be in- 
volved, and we have attempted to approach an interchange agreement 
with the Edison Co. 

The Edison—P. G. & FE. tie is loaded to the hilt in both directions in 
ull seasons of the year. We realize that. 

We searched the problem to see if we couldn’t interchange our share 
of Shasta over P. G. & E. facilities to the Edison Co., and take Edison’s 
share of Hoover and generate it on our facilities at Hoover, saving 
transmission losses for all parties concerned. 

“dison being a private power company, was not very high on the 
preference list of Hoover energy. Their 7 percent would barely be 
enough to meet Navada’s Shasta requirements. We could not etfect 
an interchange agreement with the Edison Co. 

Mr. Cuvuporr. I yield to you, Mr. Moss. 

Mr. Moss. I think I prefaced my initial remarks in response to the 
questioning of Mr. Knox, by saying that I introduced the first resolu- 
tion. 

My resolution did not direct in the manner of this one. It dealt 
primarily with seeking the cooper: ation of the State engineer to see 
that the needs of our ‘people were met at a time when, I again em- 
phasize, they were most critical. 

Mr. Cuuporr. Mr. Shaver, I am very sympathetic with your prob- 
lem. The way I see it at this moment there is no way out, and it 
appears to me that you are very insistent on getting your 33,000 kilo- 
watts by an extension of your agreement, but don’t you think that it 
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is rather hopeless at this point to feel that you are ever going to get 
any of that power ¢ 

Mr. Suaver. I wouldn’t say it is hopeless, I’m not dead yet. I’m 
not being facetious, Mr. Chairman. I think as long as time runs on, 
there is still hope. 

Mr. Cuuporr. You think you might be able to finally convince the 
Pacific Gas & Electric Co. if you give them another try a 

Mr. Suaver. I might say it is a little discouraging, but we haven't 
given up. 

Mr. Cuvuporr. You are going to go back and try to get the Pacific 
Gas & Electric to wheel at some future date? 

Mr. Suaver. We are going to continue to search every possible 
means of getting Shasta power into Nevada. 

Mr. Cuuporr. I think it is your duty to do it, too. 

Mr. Suaver. That is what we are obligated to do. 

Mr. Cuuporr. I still say, to be fair about the thing, if you get to 
a point where you feel it might be hopeless, the power ought to be 
surrendered to the preference customers in California, because they 
ought to have it. 

It is federally generated power from Federal dams, and I think 
you ought to retire gracefully if you can’t get it. But if you have a 
chance of convine ing, don’t give up until you have used every oppor- 
tunity. 

Mr. Suaver. I would disagree to this extent, Mr. Chairman. I 
don’t think it is a case of Nevada retiring gracefully; I think it is a 
case of Nevada using every effort it can to get its foot in the door in 
hope the Bureau won’t shut the door in our face. 

Mr. Cuvuporr. Push your whole body through, but I think you are 
going to find a very good blocking guard, Pacific Gas & Electric. 

Are there further questions ? 

Mr. Knox. I don’t believe you recognized me, Mr. Chairman. 

Mr. Cuuporr. I reserved your time. You were out of the room 
when we started. 

Mr. Knox. Mr. Shaver, how long have you been in the field of 
power ? 

Mr. Suaver. Thirty-one years. 

Mr. Knox. You have some knowledge, then, of the power problems 
in the State of California; have you ? 

Mr. Suaver. I am not too familiar with California. I think I am 
in the State of Nevada. 

Mr. Knox. Do you recall when the brownout was in the State of 
California ? 

Mr. Suaver. And in Nevada: yes, sir. 

Mr. Knox. What date was it? 

Mr. Suaver. It was prior to the consummation of these contracts 
by 3 or 4 years, I believe. 

Mr. Knox. Would it be then, about 1948 ? 

Mr. Suaver. The war started in 1944. It would be about 1947 or 
1948, I believe; yes. 

Mr. Knox. Have there been any brownouts since that time ? 

Mr. Suaver. No, sir. 

Mr. Knox. And the testimony that was given here today was to the 
effect that all of the municipalities had adequate power ? 

Mr. Suaver. I believe I heard that statement made. 
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Mr. Knox. That’s correct. That is the statement that was made by 
representatives of the municipalities who were here. 

Have you any information as to the amount of excess power avail- 
able today in the State of California? 

Mr. Suaver. No, sir. 

Mr. Knox. Would you assume there possibly would be a 10 percent 
excess of the amount of power being produced here today ? 

Mr. Suaver. I think I can make this statement: That has been 
pretty thoroughly discussed at our meetings of the Pacific Southwest 
Integrating C ‘ommittee in the last 2 or 3 years. 

I think you should get this information directly from the utilities 
involved, but I am under the impression that the margin of capability 
above use is less than 10 percent in the case of the city of Los Angeles 
and the Southern California Edison Co. 

I believe that is the figure, and I think I can state that probably 
the Pacific Gas & Electric Co. in California is the only utility that has 
a safe enough margin at its command. 

Mr. Knox. Well, the information I have is the fact that there is 
some excess power in the State of California. I thought possibly you 
had the information. 

Now, 1948 was the brown-out period in California and in Nevada. 
Since that date, according to testimony—and I take this for granted, 
that the people who testified here today knew what they were testify- 
ing about—they have had adequate power. There has been no shortage 
of power, as far as the municipalities are concerned. 

This first resolution by the California Legislature was passed in 
1952, then another one in 1953. I wonder if there was a purpose in- 
volved in the passage of that resolution to hold a club over any private 
utilities that may have lines for wheeling purposes to the State of 
Nevada. 

I say that for this reason: There is no utility going to defy the 
legislative body of any State, because they are at their mere y in the 
enactment of laws that will directly affect the power company. 

I don’t know what their motive was, but as I digest the testimony 
given here today and the resolution you have read, to me there would 
be a definite justification for the State of California to pass a resolu- 
tion defying the public utility that had the lines to wheel power out of 
the State of California into the State of Nevada. 

Now, I want to ask you a question relative to your needs of today. 
You have said the State of Nevada needs 537 million kilowatts per 
year. What is available to the State of Nevada today? 

Mr. Suaver. May I correct, possibly, an impression. I said to 
fulfill our commitments this year we are forced to buy 537 million 
kilowatt-hours of steam from Arizona. In other words, we lack this 
year 537 million of having enough of our own contracts with the 
Bureau to supply our contractors’ requirements. 

an Kwox. Are there sufficient kilowatts coming from steam gen- 

rating 4 sapscen to take care of your needs? 

~ Mr. 8 SHAver. Fortunately, yes, but I might state this: We have to 
keep our fingers crossed because that is strictly an interchange con- 
tract, an offpeak contract. The Arizona Power Authority could very 
well find itself in difficulties selling to the State of Nevada any energy 
other than offpeak, and it is embarrassing to the State of Nevada. 
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If such a condition comes about and we cannot buy it directly from 
either Arizona or the city of Los Angelés, who have both capacity in 
generation and in lines, we would have to curtail the industries at 
Basic. 

Now, I might say this: That probably 90 percent of J-2 expulsion 
bombs, the materials used in those bombs which catapult ships from a 

carrier, from ashore landing, materials are made in Henderson. 

New material is being made in Henderson that prolongs the life of 
communication batteries used by the Navy, the Air Force, and the 
Army through Signal Corps facilities by six times. 

Mr. Cuvporr. Mr. Shaver, you are not giving us any classified 
information ? 

Mr. Suaver. No, sir. That has been told us. I can divulge that. 
Others I cannot, but those were the only two that have been recently 
divulged to us, and they made no secret of it. 

Mr. Knox. In other words, you have a commitment from Federal 
defense projects for the furnishing of power that is very essential to 
the defense of the Nation. 

Mr. SHaver. That seems to be our stand; yes, sir. 

And only recently did we send questionnaires and make personal 
contacts with our contractors for a commitment as to what percentage 
of their industry was dedicated to defense, and I am not at liberty 
to give you that figure, Mr. Chairman, today. 

Mr. Cuvuporr. I just want to know whether Pacific Gas & Electric 
doesn’t know about this extreme need of power for national defense, 
and in spite of that have refused to wheel the power to you. 

Mr. Suaver. I can’t answer that. 

Mr. Knox. Mr. Chairman, I would like to proceed with my ques- 
tioning. 

Mr. Shaver, if the State of Nevada, through its legislative body, 
passed the resolution requesting that no power be exported from the 
State of Nevada, and you, as a supplier of power, would you feel that 
you could justify the exporting of power after the State of Nevada, 
through its legislative body, had requested that you do not? What 
position would you take? 

Mr. Suaver. I think we would be in an embarrassing position. 

Mr. Knox. You think you would be in an embarrassing position. 
Do you not feel that you would follow the directives of the resolution 
passed by the assembly? 

Mr. Suaver. I would very well think so; yes, sir. 

Mr. Knox. In your contacts with the private corporation, which I 
believe must be P. G. & E., for the wheeling of power, did they refer 
to the resolution that prohibited them from wheeling the power by 
a directive of the Assembly of the State of California ? 

Mr. Suaver. Yes. 

Mr. Knox. In other words, they did not feel that they were free, 
as a private utility, to negotiate for the wheeling because of the reso- 
lution ? 

Mr. Saver. I wouldn’t answer it that way, Mr. Knox. I would 
say that that was one of the points brought up in their letter to us. 

Mr. Knox. Did the company in any way indicate their willingness 
to agree if it hadn't been for the barrier, the resolution ? 

Mr. Suaver. | can’t recall, very frankly. I haven’t reviewed that 
letter for some months, and I just frankly cannot tell you what the 
entire context of the letter was. 
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Mr. Knox. But they did refer to the resolution that was passed ? 

Mr. Suaver. That’s correct. 

Mr. Knox. By the State of California? 

Mr. Suaver. That’s correct. 

Mr. Knox. You are going to continue to pursue the contract that 
you now have with the Interior Department for this block of power 
which you feel the State of Nevada is entitled to? 

Mr. Suaver. Yes, sir. 

Mr. Knox. And justifying it because of the heavy load for pref- 
erential customers ? 

Mr. Suaver. Yes, sir. 

Mr. Knox. Such as companies that are holding contracts with the 
Defense Department. 

I do believe, in all fairness and sincerity, that the State of Nevada 
has been discriminated against because of certain things that have 
happened in the State of California which has prevented a contract 
being negotiated for wheeling by a resolution passed by the assembly, 
as you have stated you would be reluctant yourself, if the State of 
Nevada had passed the resolution, to violate—not violate, but to 
ignore the intent of the legislative body. Is that correct? 

Mr. Suaver. That’s correct. 

Mr. Knox. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Shaver, I would like to ask one question. 

I think when Mr. Knox was questioning you, you said you had 
received a letter from the Pacific Gas & Electric Co. giving specific rea- 
sons as to why they wouldn’t wheel power for you, one of the reasons 
being that there was a resolution in the State of California, and there- 
fore they didn’t feel that they could do it. Is that right? 

Mr. Suaver. That was as I recall, Mr. Chairman, part of the con- 
tents; yes. 

Mr. Cuuporr. I wonder if you wouldn’t get whatever letters you 
have from your records and give it to the committee, so we can have 
itas part of the record. 1 think it is important. 

(The letters referred to follow :) 

Pactric GAs & ELECTRIC Co., 
San Francisco, Calif... April 11, 1952. 
Hon. CHARLES RUSSELL, 
Governor of Nevada, 
Carson City, Nev. 

DEAR GOVERNOR RUSSELL: At its recent session in Sacramento the California 
Legislature declared by resolution (both houses concurring) that the purpose of 
the Central Valley project and the policy of the State preclude “the transmission 
heyond the boundaries of the State of any power generated on the project” for 
which there is an available market within the State * * *.” : : 

Not only is there “an available market” within the State for Central Valley 
power but there is actual need for it. As a matter of fact the power resources 
of California have been developed over the last several years on the premise 
that Central Valley power would become and remain part of the State’s perma- 
nent power supply. 

The policy stated by the legislature also has been expressed by the executive 
officers of the State. In the Sacramento Bee of March 19, 1952, it was said: 

“Objections have been voiced by Governor Warren, State water and power 
officials, and California Representatives in Congress. Their main argument has 
been that California needs all the power the CVP can generate.” 

Under this declaration of public policy and in the face of California’s own 
requirements, it would appear to be unwise for the utilities of California to enter 
upon any plan for the transmission of Central Valley power out of the State at this 
time. 
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Regional Director Boke of the Bureau of Reclamation at- Sacramento, recently 
lias been quoted as saying: 

“For many years, essentially all Shasta power has been sold to P.G.& BE. The 
power is still greatly needed by that cempany. 

“Certainly, there would be no justice in taking power from the P. G. & E. and 
transferring it to Nevada and, in effect, selling it to another private utility 
there.” 

I enclose herewith a copy of the legislative resolution to which I have re- 
ferred. 

Very truly yours, 
JoHN P. CoGHLAN, 
Vice President and Assistant to the President. 


Pacitric Gas & Exectrric Co., 


May 6, 1958. 
Hon. CHARLES H. RUSSELL, 


Chairman, Colorado River Commission of Nevada, 
Carson City, Nev. 

DEAR GOVERNOR RUSSELL: At a meeting held in my office on April 28 you and 
the members of the Colorado River Commission of Nevada pointed out that the 
Commission’s contract with the Bureau of Reclamation for purchase of 33,000 
kilowatts of Central Valley project power would lapse unless before June 1, 1953, 
wheeling contracts were negotiated with Pacific Gas & Electric Co., Southern 
California Edison Co., and Sierra Pacific Power Co. The Commission proposed 
that 30,000 kilowatts be wheeled to the Las Vegas area over the Pacific and 
Edison systems and 3,000 kilowatts to Fallon over the Pacific and Sierra Pacific 
systems. 

As you will recall, the California legislature, in 1952, by concurrent resolution 
stated that the purpose of the Central Valley project and the policy of the State 
preclude the transmission out of the State of any power generated on the project 
for which there is an available market within the State. 

The legislature this year adopted another resolution declaring in part that: 

“* * * all public and private agencies, including but not limited to the Pacific 
Gas & Electric Co. and the Southern California Edison Co., are urged not to 
enter into any wheeling or other agreement which, in any manner, would facili- 
tate the delivery of power developed by Central Valley project works for use 
outside of California, until this legislature has further considered the matter.” 
(S. Con. Res. No. 34, adopted by the senate March 10, and by the assembly 
March 18, 1953.) 

Under such legislative declaration of policy it would appear improper for the 
utilities of California to participate in any plan for the transmission of Central 
Valley project power out of the State. 

In addition to the above resolution, the senate and assembly each have passed 
at the current session identical bills (Senate 1648, Assembly 838) adding to the 
Publie Utilities Code of California a section which reads as follows: 

“No agreement providing for the utilization of the facilities of any public 
utility to transmit hydroelectric energy developed by facilities of the Central 
Valley project for use outside the boundaries of California, shall be approved by 
the (public utilities) commission unless (a) the energy cannot be reasonably 
utilized to meet existing needs within California, and (0b) provision is made for 
termination of the agreement whenever the energy can be reasonably utilized 
to meet existing needs within California.” 

It is anticipated that this section will become law. 

Under this legislation the Public Utilities Commission of California could not 
approve the plan you suggest. Power resources in northern and central Cali- 
fornia have been developed over the last several years on the premise that 
Central Valley, project power would become and remain a part of the State’s 
permanent power supply. It is now being fully utilized within California. 

We are now obligated by a contract, approved in 1948 by the California Com- 
mission, to furnish power from our plants to the Sierra Pacific Power Co. at least 
until 1965. The contract provides that, if additional transmission facilities are 
needed for this service, they will be constructed and the contract will continue 
for 15 years thereafter. We have sufficient generating capacity on our system 
and under construction to meet in full the power requirements of the Sierra 
Pacific Power Co. and we stand ready to construct additional capacity to meet 
its future requirements. Our obligation to meet the power requirements of the 
Sierra Pacific Power Co., which we have served for approximately 30 years, is the 
same as that to our other customers. 





ntly 


The 


and 
lity 


re- 


and 
the 


958, 
ern 
sed 
and 
ific 


sion 
ate 
ject 


at: 
ifie 
- to 
*ili- 
use 
Ry 
ibly 


the 
ral 


sed 
the 


blic 
ral 

by 
bly 
for 
zed 


not 
ali- 
hat 
te’s 


ym- 
ast 
are 
ue 
em 
rra 
eet 
the 
the 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 955 


The above bills before the California Legislature would restrict only the out-of- 
State transmission of Central Valley project power. They would not in any way 
interfere with our continuing to supply power, from our own plants, to the Sierra 
Pacific Power Co. for its present and future customers. 

Yours very truly, 
N. R. SUTHERLAND, 
Vice President and General Manager. 

Mr. Cuuporr. I yield to Mr. Moss. 

Mr. Moss. Mr. ivan on this matter of the effect of legislative 
action, to your knowledge has a utility ever opposed an action of a 
legislative body ? 

Mr. Suaver. Will you repeat that? 

Mr. Moss. I say, to your knowledge has a utility ever opposed the 
action of a legislative body ? 

Mr. Suaver. In the courts. 

Mr. Moss. I recall in California where they have done it by refer- 
endum. I believe the legislation setting up the Central Valley proj- 
ect was forced to referendum. I may “be in error, but I am rather 
certain that that was true. My experience has been that the actions 
of our legislature don’t act as any effective intimidation on our 
utilities. 

Now, then, on this matter of the safe margin in California, we have 
some problems that are common to Nevada, a greatly fluctuating 

rainfall, and under severe dry conditions do you have any knowledge 
as to the safe margin which must exist in the northern or the southern 
part of the State / 

Mr. Suaver. No; except as to the statement I made to Mr. Knox. 
I understood at the last meeting of the integrating committee that 
the margin of safety in northern California was greater than in 
southern California, and undoubtedly, since the cut in curtailment 
has been effective in Hoover and Davis, that margin is even less in 
southern California than it was at the time. 

Mr. Moss. I recall this brownout was fairly general throughout 
California, Nevada and southern Oregon. I also recall that just a 
few months prior to the brownout—and I repeat a statement I — 
earlier—the president of the Pacific Gas & Electric Co., Mr. James 
Black, who held certainly, among all men in the State, be infor med 
as to the potential to meet the needs of the State, or at least to his 
service area, stated that we had no power shortage, we had not a 
power shortage, and I believe it was his opinion that we would never 
have one, but we did, very definitely. 

As you recall, signs were turned off, farmers were forced to curtail 
pumping of water vital to irrigation, and wherever we had hydro 
power in the Western States, we can run into severe unexpected 
shortages, can’t we / 

Mr. Suaver. That is true. 

Mr. Moss. Now, you are being forced to rely upon steam power to 
firm, in effect, the ‘commitments you have on a reduced basis from 
Hoover Dam. <Aren’t we in California being forced to use tremen- 
dous steam generating capacity to firm the hydro power we have 
available ? 

Mr. Suaver. You certainly are. 

Mr. Moss. And it would take a rather careful analysis to know 
who is firming the most in ratio to use ¢ 

Mr. Suaver. That’s correct. 
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Mr. Moss. So that the flat statement that we have a great surplus, 
or a limited surplus of power, is one most difficult to establish on the 
record. It would be a matter of judgment, and that could vary 
greatly. 

it would be a matter of weather, and that can vary greatly in these 
Western States. 

Now, as to the motive, Mr. Knox, of the California Legislature, 
1 can assure you that there was no improper motive. For your infor- 
ination, at the time both resolutions were passed, the California Legis- 
lature was, as it still is, a majority Republican in both houses, and it 
was not reflecting any particular philosophy, as I think was implicit 
in the statement that you made. It was a concern with a very vital 
need of this State. 

‘There was no improper motive at all. 

Mr. Knox. Will you yield, Mr. Moss? 

Mr. Moss. I will be very happy to yield. 

Mr. Knox. Mr. Moss, I certainly do not know the complex of your 
legislature in California. 1 had no idea as to whether it was Repub- 
lican or I oe ic. It makes no difference. 

Now, the question involved is as to statements that were made by 
the preceding witnesses here today when they were questioned about 
power, adequate power. Every one of them testified that they had 
adequate power. Now, I don’t know whose testimony we are going 
to take if we don’t take it from the people who are here representing 
municipalities. 

They all said, Mr. Moss, they had adequate power and had good 
service, so why the California Legislature saw fit to put up a barrier, 
as far as exporting power from the State of California was concerned, 
regardless of how it was produced, whether it was by a multipurpose 
dam or whether it was by a private utility, I don’t know why they did 
it. ‘That is what lL am trying to find out. 

And to me, it looked very obvious that there was an attempt made 
to set up a barrier to keep the power from going outside the State, 
maybe to Nevada, maybe to Arizona, I don’t know where. 

But if 1 was in the power field and the legislative body of my 
State should pass such a resolution in which my regulations are sub- 
ject to State law and the public utilities commission, ‘| certainly would 
not in any way attempt to hurdle the barrier that they had put up 
before me. 

Mr. Moss. Well, first in response to the statement of the cities ap- 
pearing before us today, we had a very limited number of small cities 
appearing here today, indicating that at least their present needs were 
being si atisfactorily taken care of. 

I don’t think anyone has attempted at any time to imply that the 
Pacific Gas & Electric doesn’t render satisfactory service. 1 believe 
it to be a most efficiently operated utility. It is one of the largest 
in the Nation. 

I point out, however, that the collective judgment of the California 
Legislature represents the interests and the needs of California on 
a much broader basis than was represented to this committee today 
by a limited number of representatives of the smaller municipalities 
of the State, and those men are elected by their people. 

They are concerned with the welfare of their people, and they don't 
act facetiously. They act in the interest of the welfare of their people, 
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and that in their judgment at the time of the passage of both resolu- 
tions the action represented the best interest of the people of California. 

Mr. Cuuporr. Any further questions / 

Mr. Jonas. May I ask a question, or make a short statement. I 
certainly would not want this record to indicate that I questioned 
the right of the General Assembly of California to pass the resolution, 
or any resolution that it sees fit to pass, and I believe in passing the 
resolution the members of the senate and the house felt that what 
they were doing was in the best interests of the State of California. 

This merely ‘points up, to my mind, one real outstanding reason 
why the Federal Government ought not to be in the power business, 
because you have got conflicting interests between communities, you 
have got conflicting interests between States, and it would take the 
wisdom of a Solomon to make these allocations and keep all the vari- 
ous preference customers happy. 

Mr. Moss. I thank the gentleman for his comments on the motives 
of my State legislature. T can’t at all agree with his conclusions. 

Mr. Cuuporr. Thank you, Mr. Shaver. 

Mr. Horrman. Mr. Chairman ? 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. Mr. Moss, our distinguished colleague, in substance 

and effect, said a while ago—and you correct me if 1 am wrong—that 
it was his experience that the public utilities paid little or no attention 
to legislative action. 

Do you mean by that that Pa disregard the law ? 

Mr. Moss. Let’ us differ from action, Mr. Hoffman. I didn’t use 
the word. I say they never have impressed me as being in any great 
fear of our legislature or being intimidated by its actions. When- 
ever they c¢ hose to dis: igree wil h them, they have done so. 

Mr. Horrman. In the courts, you mean / 

Mr. Moss. Not in the courts, that is on a matter of law. This 
resolution isn’t law. It is an expression of opinion. And we have 
expressed opinion in legislative actions which they have forced to 
referendum. 

We have had them very critical of them, and not usually too much 
inclined to just go along and make us happy. 

Mr. Horrman. I think I heard the question, but maybe I didn’t. 
I will ask the stenographer to get it out for me tonight when he reads 
this, and I will get the exact wording, because it certainly was my 
understanding that you made the statement that the pub lic utilities, 
in effect, paid little or no attention to legislative action. 

Mr. Moss. I didn’t use the word “action.” In substance, Mr. 
Hotiman, your statement is correct. 

Mr. Horrman. That is what I thought. 

Mr. Moss. That is what I meant to infer. We haven't seemed to 
intimidate them by expressing our will. 

Mr. Horrman. I know you are entirely fair. You didn’t mean that 
they violated any legislative action, did you? 

Mr. Moss. Law, Mr. Hoffman. 

Mr. Horrman. Yes, legislative law. 

Mr. Moss. They always like their legal rights, and that they are 
entitled to, and they usually take them. 

Mr. Horrman. Doesn't everyone else / 
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Mr. Moss. I wasn’t critical of them for doing so. 

Mr. Horrman. All right, if you weren’t critical. I thought you 
were. It’s all right with me. I hope they support you next election, 
if there is not available some heneididan, 

Mr. Moss. They never have, Mr. Hoffman, and I wouldn’t want 
them to. 

Mr. Horrman. Let that stand on the record. 

Mr. Moss. That’s perfectly all right. 

Mr. Horrman. Tell them they can support me if they want to. 

Mr. Cuuporr. Mr. Charles F. Lambert, please. Mr. Lambert, can 
you conclude your statement in 5 minutes / 

Mr. Lampert. I couldn’t conclude my statements in 25 minutes. 

Everybody else has had plenty of time today; I don’t know why | 
shouldn’t. 

Mr. Cuuporr. Can you come back tomorrow ? 

Mr. Lampert. I will have to. 

(Discussion off the record.) 

Mr. Cuuporr. Is Mr. George Sehlmeyer, master of the California 
State Grange here? 

Mr. Sehlmeyer, can you conclude in 5 minutes? I think that you 
requested only 5 minutes, and if you can conclude in 5 minutes, we 
would like to give you an opportunity to be heard. 

Would you identify yourself? 


STATEMENT OF GEORGE SEHLMEYER, MASTER, CALIFORNIA 
STATE GRANGE 


Mr. SenHumeyerR. My name is George Sehlmeyer. I am master of 
the California State Grange, a general farm organization that has 
membership in all parts of rural California, and our program on ques- 
tions of power and water are determined by an annual convention 
which has representatives from all our local and county organizations 
in the State. And year after year the State grange has adopted defi- 
nite resolutions on the question of power development. 

In order to qualify myself, I might say that it was my privilege to 
go to Washington, D. C., in 1934 and ask for the first appropriation for 
the Central Valley project. That immediately following the very 
vigorous battle with the power companies over the Central Valley Act, 
when they turned to referendum to defeat it after the legislature had 
passed the law. 

Since that time the State grange year after year has adopted reso- 
lutions calling for the development of our water and power resources. 
We have opposed the sale of bus-bar power to the private utilities at 
such projects as Shasta. 

We believe that the power installations on Trinity should be built 
by the Federal Government. We can see no reason why—and our 
delegation has done this, this is not my personal opinion, why—the 
Federal Government should spend millions of dollars in building a 
project to develop power, and then sell that power to private utilities 
so they can sell it back to people at a profit. 

You heard this evening about regulation of power facilities, or 
power companies. Going back several years, I want to say we had 
some unfortunate experiences in the regulation business. 
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Some years ago we came across one area in California where the 
farmers on one side of the river were paying 25 percent more than 
they were on the other side of the river, from the same substation. 

We held a hearing before the then railroad commission just before 
it became the public utilities commission, and we made the case, and 
after the hearing was over the commissioner came down, shook hands, 
and said, “You made a good case, but,” he said, “we havi e to allow the 
private utilities to meet the possibility of competition.” 

The only reason for this, apparently, was on the other side of the 
river, on one side of the river was the Modesto Irrigation District, 
which was developing its own power and distributing its own power. 

California’s brownout, there was a good example of what might 
happen when you have a private utility in complete monopoly control 
of power. We think a natural resource like power should never 
have a monopoly by a private utility. We have suffered severely in 
this State by the power company having control of our water. 

I have seen the water shut off from farmers because they couldn’t 
raise enough money to pay the charges, and orchards that had taken 

ars to develop were allowed to deteriorate. We don’t pretend to 
say, and the State grange has never said so, that we want to put the 
private utilities out of business. That is not the attitude. 

Our attitude is that these great natural resources, like water and 
power, are first the interests of the people, and they should be devel- 
oped in their interest and not in the interest of private property 
private utilities. 

So far as Pacific Gas & Electric Co. is concerned, I never have 
known they were the least intimidated by actions of the legislature. 
They maintain a very large, and sometimes very successful, lobby 
in Sacramento. 

I happened to be around when this resolution was adopted, the one 
that Congressman Moss introduced, and in order to qualify myself a 
little further, I have held the office of master of the California State 
Grange for 25 years. For that reason I have been mixed up in this 
thing right along. 

3ut California did have a shortage of power, and I want to reiterate 
what Mr. Moss said. 

Just before the brownouts came, and again agriculture took some 
heavy losses on that, because in some instances they went out and 
pulled the switch with the hatcheries running, and didn’t take the 
trouble to tell the farmers they were going to pull the switch. Cali- 
fornia suffered brownouts, and in that area of brownout was br 
the 40,000-kilowatt generator came into operation at Shasta, and 
they held a hearing in San Francisco, and the power company refused 
to take that power, and they had the preference clause in it, and it 
was only a month or so later that the wheeling arrangement was en- 
tered into and the power was taken down. 

And the preference installations then were not municipalities; they 
were Government installations. 

Mare Island was a little short of power and one of the others, and 
we state, Mr. Chairman and members of the committee, we think 
it is against the best interests of the people of California to build these 
projec cts—and we hope more are built, we need more of them—to sell 
that power bus bar, and then sell it back to the people at a profit. 
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That money was put up by the people. They have a right to that 
power at its cost, and we think not only has the State grange year 
after year adopted resolutions that the power should not be ‘sold at 
the bus bar, but that the Federal Government should build transmis- 
sion lines to transport the power to the load centers. 

You all recall what censure Mr. Ickes received from one California 
Congressman when he built the line from the Shasta substation over 
to Oroville to prevent the power company from going in and taking 
that power. Once they had it, we would never get it back. 

Now, that power has been extended by the big Tracy pumping plants 
to take the water up the San Joaquin: Valley. They have got a 200- 
foot lift there with pumps, and it is going up. Our experience clearly 
indicates that we cannot build projects in California by the Federal 
Government or otherwise and have—— 

Mr. Cirvuporr. The witness’ time has expired. 

Mr. Sentmeyer. I will get through. Give me 10 seconds more. 

We can't deliver water to farmers at a price they can afford to pay 
unless power takes a good part of the load. 

I would like to have permission, Mr. Chairman, to file a statement 
with the committee, supplementing what I have said. 

Mr. Cuuporr. You certainly can. 

Mr. Jonas. May I ask, are you going to be here tomorrow ‘ 

Mr. SENLMEYER. No, sir. 

Mr. Jonas. I certainly would like to talk to you about some of 
your observations there, but we don’t have time this afternoon. 

Mr. Seuumryrer. You are from North Carolina ¢ 

Mr. Jonas. Yes, sir: and I come from a section that has had one 
. the greatest industrial developments in recent years, and we haven't 

alled on the Federal Government to build us any transmission lines 
or any powerplants. We have done it all with private industry. 

We regulate private utilities. My farmers that farm on little, 
small red hillside fields, many of which wouldn't even compare with 
your wonderful Central Valley, pay more for their power—the 
REA’s, too, in my district--than you people do. 

I would like to discuss that with you. 

Mr. Seuimeyer. I will be glad to do it sometime, and I would 
suggest this—maybe you have done it—go through the TVA and see 
what private power and public power do. 

Mr. Jonas. I know all about TVA. 

Mr. Senumeyrer. Thank you, Mr. Chairman. 

Mr. Cruporr. Thank you for coming. 

(The statement referred to is as follows :) 

STATEMENT OF Rozert B. RIVER, CONSULTANT AND ORGANIZING SECRETARY, CALI 


T 


FORNIA WATER AND POWER USERS ASSOCIATION, OAKLAND, CALIF. 

The California Water and Power Users Association is a California nonprofit 
corporation organized to represent its sponsoring groups and individual members 
and their interests in the full and rational development of water and power 
resources through the construction and operation of multiple-purpose projects 
and in efficient and economical generation and marketing of electrical energy 
by both private and public bodies. 

Sponsors and members of this association include California State Federation 
of Labor—A. F. of L.; ClO—California Council of Industrial Unions, Brother- 
hood or Railway Clerks: California State Grange: Catholic Rural Life Confer- 
ence; California Farm Research and Legislative Committee; many regional and 
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local farm and labor groups, public districts, users groups and general organiza- 
tions, plus numerous individuals. 

Represented by the association are an estimated 4 million Californians. 

On behalf of the over 4 million Californians represented by the California 
Water and Power Users Association may we thank the House Committee on 
Government Operations and its chairman, Hon. William L. Dawson, for making 
possible your visit to and hearings on the west coast. And may we especially 
thank Congressman Chudoff and the other members of this subcommittee for 
so answering our association’s plea and invitation of last May suggesting that 
the Far West needed the help of your investigations. 

We had hoped that your work here would include an investigation into the 
entire field of Federal operations in water and power development and adminis- 
tration, not only into Federal power-marketing practices. We realize that the 
great scope of such an investigation would probably require tremendously more 
time, money, and personnel than you probably have available—especially under 
the present administration and its curious and frenzied activities in the water 
and power resource field. 

We further realize that even the limited present field of your inquiries con- 
fronts a very complex and extensive series of problems created over the past 5 
years and we are grateful that you are able to have gotten this far into investi- 
gating the possible perversion and subversion of existing Federal laws relating 
to our natural resources, 

We are sure that agencies and groups most directly affected by the power- 
operation and power-marketing practices of Federal agencies in California will 
be most adequately heard by your subcommittee and that they will most ac- 
curately present to you the problems arising over the past 3 years of the present 
national administration. 

We shall therefore content ourselves with bringing to your attention, as the 
largest group representative of Californians in the field of water, and power re- 
sources, our views, publicly expressed as policies to guide our activities, which 
pertain most directly to the immediate subjects of this hearing. 

Principles and policies pertaining to public power : 

1. We support the existing provisions of Federal law relating to the genera- 
tion, transmission, distribution, and sale of power produced at public projects. 

2. Preference of access to publicly produced power must continue as a right 
to public agencies of all kinds, at rates, places, and voltages designed to meet 
their abilities and needs. 

5. Public agencies, including rural electric cooperatives, must be given con- 
tinued Federal aid wherever necessary, in the establishment of their distribu- 
tion systems, and in the establishment of transmission lines to firm up and inte- 
grate public-power supplies. 

4. Atomic power licenses and subsidies must be available to public agencies 
at all levels and degrees of involvement in the production of public power. 

5. Rates charged public agencies for public power shall not be used on the 
so-called market values established by private utilities but rather on the accepted 
past practices of the Bureau of Reclamation and other Federal power marketing 
agencies. 

6. The Federal Government should take all necessary steps to insure that 
public power sold to private utilities is resold to consumers at such rates as to 
assure that all publicly created benefits reach the public in the form of the 
lowest possible rates. 

7. The Federal Government should also take such steps as may be necessary 
to insure that benefits allowed private utilities through Federal action, such 
us from tax concessions and accelerated amortization subsidies, are passed on 
to the public in the form of the lowest possible rates. 

S. Electricity produced from atomic plants of agencies under Federal control 
must be marketed in conformity with Federal laws relating to hydro power. 

9 Regulation of electric utilities by State and Federal bodies must be im- 
proved, assisted, and held to a high level of performance in the public interest. 


Mrs. Me Donald, will you come up, please. Mrs. Me Donald, we have 
agreed to allow you 5 minutes, too. I understand you have a written 
statement, but I am afraid you would never be able to read it in 5 
minutes, 

Mrs. MeDonald, will you sit down and identify yourself for the 
reporter. iv 
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Mr. Horrman. I would ask unanimous consent that she have an 
additional 5 minutes. 

Mr. Cuuporr. She may not need it. 

Mr. Horrman. You would like it, wouldn’t you, an additional 5 
minutes ? 


STATEMENT OF MRS. GRACE McDONALD, EXECUTIVE SECRETARY, 
CALIFORNIA FARM RESEARCH AND LEGISLATIVE COMMITTEE, 
SANTA CLARA, CALIF. 


Mrs. McDona.p. We will see what the committee wishes when I 
try to summarize these pages. 

My name is Mrs, Grace McDonald. I am the executive secretary 
of the California Farm Research and Legislative Committee. I live 
at 740 Hilmar Street, Santa Clara, and this is also the address of our 
committee and of the California Farm Reporter, of which I am pub- 
lisher and editor, and which has been adopted as the official organ of 
our committee. 

I want to say that our committee is nonpartisan and nonprofit. Its 
functions are educational, research and legislative. Farmers and 
farm cooperatives represent the predominant majority of our 
members. 

I will skip over the rest of the introduction because you will all 
have a chance to read it, and I will also skip over the purpose of your 
hearings, which have been quite clearly stated. 

I would like to read into the record a letter that I received from 
Mr. C. H. Spencer, regional director of the Bureau of Reclamation, 
Sacramento, in reply to a telephone conversation which I had with 
Mr. Spencer as to the availability of Central Valley project power 
to preference customers. This letter was dated August 8, 1955. He 
says: 

Folsom powerplant, at Folsom Dam on the American River, when complete 
will have three 54,000-kilowatt generators. The first unit, the only one now 
in service, commenced operation last May. Completion is scheduled for this 
coming fall. An associated powerplant at Nimbus Dam, 7 miles downstream 
from Folsom Dam, was completed in June with two 6,750-kilowatt generators. 

A 115,000-volt transmission line conveys Nimbus power to Folsom powerplant. 
From there a 230,000-volt line conveys power generated at both Folsom and 
Nimbus plants to a connection with the Shasta-Tracy east-side line near Elverta. 
Connections at Tracy serve the Government’s pumping plants and convey the 
surplus power to the system of the Pacific Gas & Electric Co., and through it 
to various Government customers, including the Sacramento Municipal Utility 
District. All firm power available to the Central Valley project, including Folsom 
and Nimbus powerplants, is committed to present customers. 


I have underlined this. The underlining is not in Mr. Spencer’s 
letter. I want to state that I am not an engineer or a power expert, 
and yet this letter caused me considerable concern, particularly since 
I am a resident and taxpayer of the city of Santa Clara, which is one 
of the cities which is faced with the rate increase which you heard 
about today. : 

I went through the Bureau’s annual report which Mr. Spencer sent 
to me, and I could not get from that report the information as to 
who were the customers, the preference customers, or who got the 
nonfirm power from Shasta. 

At the time I prepared this report I was unable to have this in- 
formation, but by calling the Bureau in Sacramento at home on Sun- 
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day, I received Monday morning from Mr. Norman Murray the table 

which I have appended to this report and which I think answers 
many of the questions that were asked here today as to who the pref- 
erence customers are, what their contract: call for, the maximum 
demand which the Bureau has been asked to fulfill, the total recog- 
nized dependable supply and the difference between the current maxi- 
mum demand as of June 30—these are the latest figures by the way— 
1955, the difference between the current maximum demand and maxi- 
mum contract commitments which the Bureau feels will be made 
up by the additional power production from the Folsom-Nimbus 
operation. 

You will note that in this chart and according to Mr. Murray’s 
telephone conversation, and I would suggest that we have this cor- 
roborated by letter, and I have asked him to do so because I don’t 
like to use telephone conversation, the 33,000 kilowatts reserved for 
the Colorado River Commission is stated as having gone to the Pa- 
~~ Gas & Electric Co. This chart is in the record, and I think it 
is valuable. 

of think a question was raised today, and I think it is a valid ques- 
tion, as to why over all these years when the preference customers 
were not taking Central Valley power, why interim contracts could 
not have been made for this power. 

Now this has been over 5 years, and this question has not been 

raised, and I think it is something that the committee should give 
consideration to. 

Another question which has not been raised and which I think is 
important is why preference customers, technically Government in- 
stallations like Mare Island and Ames Aeronautical Laboratory 
should cancel their contracts for nonfirm power which is so much 
cheaper, and which, after all, the Government is entitled to make 
the savings on. 

Both Mare Island and Ames Aeronautical Laboratory at Moffett 
Field have canceled their contracts with the Bureau of Reclamation 
for nonfirm power, and that nonfirm power is added to P. G. & E.'s 
present supply. 

I think that the validity of asking why there is no power for pref- 
ererice customers comes within the province of your committee, and 
it has been raised by 1 or 2 of your witnesses. 

The question of why there is no steam plant to firm the power and 
why a Federal project must be at the mercy of a private utility is, 
to me, a valid one. The steam plant was included in the original 
project and was authorized by the Congress. 

I think another valid question which has not been raised here, 
although it was mentioned by some of the smaller cities, is why a 
project built by Federal Government should be weighted in favor of 
only the large customers. The transmission lines which the Central 
Valley project has are 230 kilovolt transmission lines, and no one can 

take power off those lines, at least no one has been able to take power 
off those lines in northern California except the Pacific Gas & Elee- 
tric Co., and that was one reason why the city of Roseville could 
not take Central Valley project power. 

At the present time this Sacramento Municipal Utility District is 
building its own 230-kilovolt line so that it will be able to transmit 
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its own power. If the preference clause means that Congress meant 
it to mean, it should mean nondiscrimination, and the only possi- 
bility of making the preference clause valid in the intent of Congress 
is to make project power available to the smaller customers, and that 
‘an only be done if it is stepped down to the voltage at which they 
‘an take it. Otherwise, you make them the captives of the private 
utility, which is the only utility in position to deliver power and trans- 
form it at that voltage. 

Regardless of the answers to these questions, the year 1956 will 
find California Central Valley project in no better hydroelectric 
production position that it is today, and this is because no projects 
have come in between the authorization of the American River proj- 
ect, which we were very active in getting passed in 1949, and the 
authorization of the Trinity project, which at the present time, is 
authorized without decision as to where the power is to go. 

And even if Trinity is started immediately, it will be at least 6 
years before the power comes in, regardless of whether it is to be 
distributed by a private utility or by the project itself. 

I think that one of the differences between North Carolina and 
California, which Mr. Jonas discussed a few minutes ago, is the fact 
that in California the northern portion is a portion of heavy rainfall, 
and the southern portion is a portion of practically no rainfall. 

I don’t mean that the southern portion of California is, but I am 
talking about the San Joaquin Valley. And the whole Central 
Valley project was conceived to transfer water from the areas of 
surplus to the areas of deficiency, and this water cannot be transfer- 
red without hydroelectric power, and therefore project pumping re- 
quires a very large amount of the power of the project. 

Without project pumping, without hydroelectric power, without 
a Federal agency having stepped in, the Central Valley of California, 
partic ul: why around Fresno- 

Mr. Cuvuporr. Mrs. McDonald, your time has expired. I wish you 
would just sum up and then you can offer your statement. 

Mrs. McDonaxp. I just want to say that without Central Valley 
project, millions and millions of dollars invested in agricultural 
wealth which goes to the Federal Government in the form of income 
taxes, and which helps to finance these projects which are also self- 
liquidating, because most of them are reimbursable, would not be 
possible. 

In summary then I will simply say this: That the Bureau of Recla- 
mation has made a power survey as of 1953. This power survey, Mr. 
Chairman, is not available. T think your committee is entitled to 
it, and I think you should ask for it since you have such excellent rela- 
tions with the Bureau at the present time in furnishing material. 

In lieu of that, I can only say that we are growing faster than 
our power potential, and that I “hope that as members of C ongress 
you will see that California receives its completed Central Valley 
project with its hydroelectric power so that we can send the water 
where it is supposed to go, and so that our preference customers may 
get the benefits of low-cost power. 

Thank you very much. 

Mr. Cruvuporr. I presume you wish to offer this statement. 

Mrs. McDonaxp. Yes; I would like to offer this as testimony. 
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(The statement referred to is as follows :) 


STATEMENT OF MRS. GRACE MCDONALD, EXECUTIVE SECRETARY, CALIFORNIA FARM 
RESEARCH AND LEGISLATIVE COMMITTEE, SANTA CLARA, CALIF. 


SEARCHLIGHT ON CENTRAL VALLEY 


Mr. Chairman and members of the subcommittee, my name is Mrs. Grace 
McDonald. I live at 740 Hilmar Street, Santa Clara, and this is also the 
address of the California Farm Research and Legislative Committee for which 
I speak today, as executive secretary, and of the California Farm Reporter of 
which I am publisher and editor and which has been adopted as the official 
organ of our committee. 

Our committee is nonpartisan and nonprofit. Its functions are educational, 
research, and legislative. Farmers and farm cooperatives represent the pre- 
dominant majority of our members. 

However, from the very inception of our committee in February 1941, we found 
that we needed the cooperation of community organizations in rural counties, 
because the entire rural economy is affected by the economic solvency of farm 
families. 

The response of organized labor to our first appeal for assistance in our 
successful efforts to win increased congressional appropriations to purchase 
dried fruits whose prices had fallen far below cost of production when European 
markets were cut off by war blockades, convinced us that we must work closely 
with labor and other community groups for our mutual advantaze. 

This policy was carried out concretely when, in November 1943, our committee 
initiated a Farmer-Labor-Consumer Association to combat inflation which was 
officially supported by the California State Federation of Labor, Congress of In- 
dustrial Organizations, consumer cooperatives, leading educators, church groups 
such as the Catholic Rural Life Conference along with farmers and farm or- 
ganizations. 

During 1943 and 1944 I was privileged to serve as a member of the California 
State Board of Agriculture. At the same time our State chairman, J. A. Chargin, 
Sr., served as a member of the California State Farm Debt Adjustment Com- 
mission, 

Our present chairman, Joe C. Lewis, alfalfa, cotton, and livestock producer was 
a former assemblyman and is an ardent champion of the principles of reclamation 
law. 

Vice Chairman M. Claire Forbes, Orland dairyman, is chairman and organizer 
of the North Valley Utility Council. 

Vice Chairman Erwin F. Finney, Modesto dairyman, orchardist, and operator 
of an 800-acre rice and row crop ranch in the delta region north of Sacramento, 
is a member of both the Modesto Irrigation District and the Sacramento Munici- 
pal Utility District. A former member of the Stanislaus County Board of Super- 
visors, Mr. Finney was also engineer and superintendent at one time of the MID. 

Other officers include poultrymen and citrus growers, most of them active in 
their own irrigation and water districts, as are the majority of our members. 

Our committee became officially active in promoting the development of a 
federally operated, integrated Central Valley project in 1944 following a series of 
articles appearing in the California Farm Reporter by Varden Fuller, formerly 
with the Bureau of Agricultural Economics in Berkeley, entitled: “Searchlight on 
Central Valley.” 

I have chosen this title for my presentation today because it appears to me to 
be the purpose of your committee hearings in San Francisco this week. 

In his concluding article in December 1945, Mr. Fuller, who is now with the 
University of California, had this to say about the need for vigilance to guarantee 
that the people will get the full benetits from this federally financed and operated 
reclamation project : 

“The Central Valley project is being built with the people’s money, and it is 
therefore a matter of self-interest to see that the benefits are broadly distributed. 
Moreover, we have an obligation to future generations, who must not be saddled 
with entrenchment of special privileged groups and aggravated inequalities. * * * 

“Here are some of the more important ways through which ‘We the People’ 
can guaranatee for ourselves the benefits of Central Valley: 

“Distribute the power developed through public channels. 

“Develop a fair system of charges for both water and power. It is not in the 
peoples’ interest that irrigation water pay for power, or that power pay for water. 
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Each benefit should contribute toward the cost of the project in accordance with 
value of service rendered.” 

And in opening the series, Mr. Fuller warned: 

“If the control of either the land or the power slips away, so that the increased 
income is not in the hands of those who are expected to pay the construction 
charges, it is inevitable that financial chaos and gross inequities result.” 

Mr. Fuller’s challenge to the people to guide the Central Valley project in their 
interest, in accordance with the principles established by the Congress of the 
United States, was one of many such warnings resounding throughout northern 
California. 

Culmination of this awareness on the part of State and Federal legislators 
and farm, labor, and consumer organizations resulted in formation of a Central 
Valleys Project Conference which convened in San Francisco September 8, 1945 
and was the forerunner of the California Water & Power Users Association which 
represents the same broad organizations today. During these 10 years our 
committee has been part of this movement. 

We have worked with our Senators and Representatives, regardless of party 
affiliation, for the construction of Folsom Dam on the American River, soon to be 
in full operation with its power features completely integrated with those of 
Shasta and Keswick. 

More recently, we played our small part in the successful efforts to enact the 
Trinity River division project. 

We are not minimizing these achievements, but we submit that they fall far 
short of the Bureau of Reclamation’s Comprehensive Report on the Development 
of Water and Related Resources of the Central Valley Basin which was issued 
in August 1949 and which lists 28 powerplants to be developed at multiple- 
purpose reservoirs. 

Ten years is a fair period in which to appraise trends in national water and 
power resource development. Our committee wishes to take this opportunity to 
commend your members, those of the full Committee on Government Operations 
and those who constitute the Subcommittee on Public Works and Resources, for 
their decision that it is time for the Congress to take inventory of its water and 
power resource investment. 

The purpose of today’s hearings, as outlined in your committee’s August 25 
news release, is stated to be a determination of why municipal electric systems 
and public utility districts, throughout the Nation and in California, are being 
deprived of their rightful share of Federal power under the provisions of the 
preference principles of reclamation law. 

Furthermore, it is our understanding that there is to be a determination as to 
whether the current marketing policies and practices of the Interior Department 
and other Federal agencies, adhere to the preference principles, under the Recla- 
mation Act, the Flood Control Act of 1944, and other special area enactments of 
the Congress. 

The assumption would seem to be that there is a sufficient supply of power 
from federally developed reclamation projects here in California to serve munici- 
palities which operate their own distribution systems, Federal and State agencies, 
publie utility districts, REA cooperatives, and irrigation and water districts. 

Such however, does not appear to be the case according to a letter which was 
sent me August 8, 1955, by Mr. C. H. Spencer, regional director, Bureau of Recla- 
mation in Sacramento. 

This letter was in reply to an inquiry as to possible blocs of project power 
which might still be available to some of the cities distributing electricity who 
recently were faced with an electric rate increase of approximately 26 percent 
for power purchased by them wholesale from the Pacifie Gas & Electric Co. The 
city of Santa Clara is one of these cities, and since I happen to be a ratepayer 
there as well as executive secretary of a committee which has participated in 
hearings to protect electric consumers from undue increases in electric rates, I 
was naturally concerned. 

It had been my belief that when the power facilities of Folsom and Nimbus 
Dams became integrated with those of Shasta and Keswick this year there would 
be additional supplies of firm power available to municipal resale customers. 

Mr. Spencer's letter, which I would like to read into the record, seemed to offer 
no possibility of such additional supplies. It stated: 

“Folsom powerplant, at Folsom Dam on the American River, when completed, 
will have three 54,000-kilowatt generators. The first unit, the only one now in 
service, commenced operation last May. Completion is scheduled for this 
coming fall. An associated powerplant at Nimbus Dam, 7 miles downstream from 


ee 


Folsom Dam, was completed in June with two 6,750-kilowatt generators. 
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“A 115,000-volt transmission line conveys Nimbus power to Folsom power- 
plant. From there a 230,000-volt line conveys power generated at both Folsom 
and Nimbus plants to a connection with the Shasta-Tracy east side line near 
Hiverta. Connections at Tracy serve the Government’s pumping plants and 
convey the surplus power to the system of the Pacific Gas & Electric Co., and 
through it to various Government customers, including the Sacramento Municipal 
Utility District. All firm power available to the Central Valley project, includ- 
ing Folsom and Nimbus powerplants, is committed to present customers.” 
{Emphasis mine. ] 

At this point I want to make clear that I am no engineer nor am I in any 
sense a power expert. Nonetheless, this letter caused me considerable concern, 
and I am sure that the same information conveyed to the 9 cities facing a 
26-percent increase in their power purchase bills, will lead to some searching 
as to why the CVP power picture has been allowed to deteriorate as it un- 
doubtedly has. 

Mr. Spencer, following the portion of his letter quoted above, refers to statistics 
on the Central Valley project power system which appear in the Bureau of 
Reclamation’s 1954 Annual Report on the Central Valley project. 

However, these statistics do not seem to supply the answers which arise in 
my mind which are: 

Exactly who gets how much of the annual power production now available from 
the Central Valley project, both firm power, which, because the project has no 
steam plant must be guaranteed by the Pacific Gas & Electrics Co., and nonfirm 
power which can be utilized by preference customers only if they have their 
own facilities for firming up a dependable supply. 

The 1954 annual report merely gives the following information on this score: 

Total kilowatt-hour sales were 2,714,787,901 of which 245,714,769 were used 
for project pumping and 698,292,060 were wheeled by the Pacific Gas & Electric 
Co. to Bureau customers (pp. 12 and 13). 

The amount of power going to preference customers, including 6 months of 
service to the Sacramento Municipal Utility District, was 703,465,616 kilowatt- 
hours. This was an increase of 518,554,753 over the year 1953. 

“The Pacific Gas & Electric Co. purchases all power not sold to public agencies 
or used on the project” the report states (p. 16). 

No doubt your committee already has the answers to these questions, or they 
wili be supplied before this testimony is given. If not, they are in order.’ 

The public, however, does not have the facts and it is only on the basis of facts 
that an evaluation can be made as to whether more preference customers might 
have been able to buy Central Valley project power perhaps through a series of 
“interim contracts” at a time when the volume of preference sales was low, and 
why the 33,000 kilowatts of power assigned to the Nevada Colorado River 
Commission and not used by them also went to P. G. & E., and why at least two 
nonfirm power contracts, one for Mare Island and the other for Ames Aero- 
nautical Laboratory at Moffett Field, were canceled with P. G. & E. also taking 
this supply. 

Regardless of the answers to these questions, the year 1956 will find Califor- 
nia’s Central Valley project in no better hydroelectric production position than 
it is today, nor is there any possibility of adding appreciable amounts of hydro 
to the existing supply until power installations on the currently authorized 
Trinity River project are resolved between Interior and such other agencies, 
public or private, as may fulfill the requirements of the Congress when it 
agreed to an 18-month study of the power phases of Trinity. 

Suggestions made during the hearings on this bill, H. R. 4663, by Hon. 
Fred G. Aandahl, Assistant Secretary of the Interior, that the Secretary of the 
Interior, “at his discretion * * * contract for the sale (of falling water) instead 
of constructing the power facilities,” were sharply rejected, both by the House 
Committee and Interior and Insular Affairs, and by the Senate committee. 

Here, certainly, a new policy has been proposed by Interior which cut into 
the very heart of multipurpose, integrated operation of the Central Valley 
project. 

Pacific Gas & Electric Co.’s offer to purchase or lease Trinity’s falling water 
and the insertion in H. R. 4663 of a provision for an 18-month study by Interior 
to which the agency was agreeable including recommendations for negotiating 
an agreement was made conditional upon approval of the Congress. 


10On September 12, a list of power contract customers, with their maximum demand as 
of June 30, 1955, was given me by phone and added as an appendix to this statement. 
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“Any proposal that Congress should authorize a departure from the long- 
standing concept of federally constructed and operated multipurpose projects 
that have been found feasible by established standards (as Trinity was), will 
be carefully scrutinized” Senator Clinton Anderson, chairman of the subcom- 
mittee reporting H. R. 4663 to the fioor of the Senate for approval, stated in 
submitting the measure. 

“The proviso is in no sense to be understood as an authorization to waive, 
in any negotiation for the sale of falling water, any preference in the sale or 
transmission of power as expressed in section 5 of the Flood Control Act of 
1944, in the Reclamation Project Act of 1939 or in any other law,” Senator An- 
derson’s report stated. 

Our committee is in full agreement with the principle that the Congress must 
be the policymaking body and that it cannot tolerate usurpation of its preroga- 
tives by any department agency or the Government to make or change such 
policies. 

We especially concur in the individual views expressed by Senator Richard 
L. Neuberger of Oregon accompanying the bill (H. R. 46638) that the measure as 
passed by the House and the Senate and now signed by President Eisenhower, 
“intends no endorsement of any vague or undefined partnership proposals having 
to do with the generation, transmission or distribution of electrical energy.” 

And we further concur in Senator Neuberger’s vehement conclusion that he 
would “oppose such a sale (of falling water to a private utility) in the event 
of its recommendation to the Congress by the Secretary of Interior, on the 
grounds that it would be against the public interest and a violation of reclama- 
tion law intent and philosophy, developed by a half century of congressional 
action.” 

Moreover, in the case of the Central Valley project and its related works, dis- 
memberment of the integrated power potential by excluding Trinity hydro from 
the rest of the generation and transmission facilities would be extremely dam- 
aging to the main object of the project which is to transfer water at the lowest 
possible cost from areas of plentiful supply to wealth-producing farm com- 
munities threatened with destruction because of lack of sufficient irrigation 
water. 

Specifically, the west side of the San Joaquin Valley which looks to a storage 
reservoir at San Luis for survival of its agricultural economy would be most 
severely compromised. 

Hydro-electriec power to lift water from the Delta Mendota canal from 180 
to 200 feet into the San Luis Reservoir is an essential part of this plan. 

According to table III, page 62 of a report prepared in May 1955 for the 
California Assembly Interim Committee on Conservation, Planing and Public 
Works by the Bureau of Public Administration, University of California, Berk- 
eley, generating capacity of Shasta-Keswick alone is 454,000 kilowatts. With 
the Folsom-Nimbus capacity added, capacity will be increased to 629,500 kilo- 
watts. And with the addition of the capacity of the Trinity division, capacity 
will be increased to 862,500 kilowatts. 

At this point it seems appropriate to note that the San Luis Reservoir and 
San Luis West Side Canal were proposed in the 1949 Department of Interior’s 
comprehensive report “as the next stage” in construction after Shasta and Kes- 
wick, Friant Dam and the canals to serve these reservoirs were completed. 

Power to lift irrigation water from the Delta Mendota Canal to the canal and 
reservoir of the San Luis-west side development was to come from development 
of the North Fork of the Kings River. Additional energy from this project, 
stated the Bureau’s 1949 report, “can provide for lifting irrigation water from 
the Friant-Kern Canal to lateral distribution systems * * * 

“The North Fork Kings River development” the report states, “has, both 
engineering and economic feasibility. Measureable benefits exceed costs by a 
1.6 to 1 ratio. Annual and capital costs can be repaid from power revenues in 
accordance with provisions of reclamation law. 

“The development is needed to assist financially the increasingly expensive 
yet vitally needed irrigation works of the Central Valley project basin plan, 
including future irrigation works. * * * 

“The power output from the development is sorely needed to help meet the 
rapidly increasing agricultural and commercial power requirements in the Kings 
River area and surrounding territory. 

“The development can be constructed and operated without interfering in any 
way with the irrigation or flood-control accomplishments of Pine Flat Reservoir.” 
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The proposed North Fork hydro capacity was 146,500 kilowatts. Of the 707,- 
600,000 kilowatt-hours of electricity to be generated in an average year, 
291,500,000 would be allocated for San Luis-West Side pumping. (Bureau of 


9.3 oO »*» 


Reclamation Project Planning Report No. 2-3.23-3.) 

In a letter to our committee dated November 2, 1953, Mr. C. H. Spencer, at that 
time surpervising engineer, region II, and now regional director said: 

“We consider this source of power, (North Fork of the Kings River), for San 
Luis as the most favorable of any potential addition to the Central Valley 
prodent.* 6. 

Why was the North Fork project lost to the Central Valley system? 

The auswer lies in a reversal of policy by two Federal agencies: 

(1) The Federal Power Commission, and 

(2) The United States Department of Interior. 

This reversal of policy has robbed the Central Valley project and California’s 
water users and public agencies of an appreciable bloc of hydroelectric power. 

The story is history, but history sometimes needs to be repeated as a warning, 
so that it may not be repeated as an adversity. 

In May 1948 the Federal Power Commission approved the Bureau of Reclama- 
tion’s original application to develop the North Fork of the Kings River. 

On November 10, 1949, the Commission reversed itself, issuing an opinion and 
order authorizing a 50-year license to the Pacific Gas & Electric Co. for con- 
struction and operation of a hydroelectric development on Helms Creek and the 
North Fork and main channel of Kings River with total capacity of 274,000 
kilowatts. 

Subsequently the Department of Interior and the Department of Justice ap- 
pealed the decision to the Ninth Federal Circuit Court in San Francisco declar- 
ing the P. G. & E. license to have been improperly granted. 

Yet, in spite of its findings of feasibility for developing the North Fork and 
the statement quoted above in Mr. Spencer's letter of November 2, 1953, that 
North Fork power was the “most favorable of any potential addition to the 
Central Valley project,” the Department of Justice, acting with the concurrence 
of the Department of the Interior, withdrew their appeal on November 18, 1953, 
and the Federal Power Commission’s license for private agency hydroelectric 
power development on the North Fork of the Kings prevailed. 

In a statement on behalf of our committee before the Task Force on Water 
Resources and Power of the Commission on Organization of the Executive 
Branch of the Government in San Francisco May 3, 1954, our vice chairman, 
kK. K. Finney traced the pattern of Federal Power Commission usurpation of the 
functions of the Department of Interior on the North Fork of the Kings River 
and warned of further deprivation of hydroelectric generation to an integrated 
power grid should similar licenses be granted to the Southern California Edison 
Co. at Mammoth Pool on the San Joaquin River and to the California-Oregon 
Power Co. at Big Bend on the upper Klamath. 

Copies of this statement are available for members of your subcommittee and 
have been provided to your hearing officer, Mr. James Lanigan. 

The present status of these license requests, according to a telephone conver- 
sation with Mr. Norman Murray, planning engineer, Bureau of Reclamation, 
Sacramento, is that a conditional license to Copco is still in force, that draft 
of a contract between the Bureau and Copco has been reached and circulated 
for comments to all State and local agencies concerned in Oregon and California, 
and that, based on the current Department of Interior Report on upper Klamath, 
an agreement with Copco is possible without prejudicing the irrigation features 
of the project. Not having seen the proposed contract or the comments of public 
ugencies, we have no comment to make at this time, but would suggest that these 
proposed licenses are a proper subject for study by your subcommittee. 

The Bureau of Reclamation’s position at Mammoth Pool is still the same, 
according to Mr. Murray. Southern California Edison’s request that Interior 
Withdraw its protest to granting its license Federal Power Commission 
No. 2085) to generate 126,000 kilowatts of power has not been accepted. 

Both former Secretary of Interior Oscar Chapman and present Secretary 
Douglas McKay have stated that they will not withdraw without a satisfactory 
agreement to protect irrigationists. (See p. 12 of Mr. Finney’s statement to the 
Hoover Commission Task Force previously discussed. ) 

Again, we suggest that these requests to the Federal Power Commission for 
licenses by private power companies at sites which require integration with 
overall basinwide plans are a proper subject for study by your subcommittee, 
because if, as in the case of the North Fork of the Kings River, such lecenses 
are granted, the public power potential will be diminished appreciably. 
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In this connection, the March 1949 recommendations of the Commission on 
Organization of the Executive Branch of the Government, Department of Interior, 
appear to be even more valid today. We commend these recommendations to 
your subcommittee in respect to all Federal agencies whose functions limit or 
negate responsibility of the Department of Interior with respect to river-basin 
and power-market surveys and licensing unless the resources agency (Interior) 
certifies that the proposed works will not interfere with the best development of 
the resources of the stream. 

The Federal agencies referred to are the Corps of Army Engineers and the 
Federal Power Commission. 

Of the Corps of Army Engineers, the fact that it is a one-purpose flood- 
control agency, immediately poses a conflict with the multiple-purpose planning 
of California’s basinwide Central Valley. 

The 1949 Task Force Report on Natural Resources spelled out this conflict 
in appendix 7 in a lengthy analysis of the Kings River project, California, 
where Pine Flat Dam was authorized to the Corps of Army Engineers without 
power facilities (pp. 149-182). 

Because of this authorization the people of California have lost generating 
capacity of 45,000 kilowatts from Pine Flat Dam. This capacity would have 
generated and provided at least 60 million kilowatt-hours of electricity annually 
which would have been available for project pumping and for preference 
customers, 

Pine Flat proves the danger of divided authority for constructing multi- 
purpose projects and may pave the way for another Federal Power Commission 
licenses to generate and distribute private power at a site which should have 
been publicly developed. 

The conclusions of the 1949 task force remain as valid today as they were in 
1949: 

“Full responsibility for decisions to install power facilities at Federal dams 
and for fixing rates and allocating costs should rest with the natural resources 
agency.” (At this writing this is still the U. 8S. Department of Interior 
responsibility for carrying out the laws as written by the Congress. ) 

“It is an anomaly to have one Federal agency regulating in part the proprietary 
activities of the water resource agencies. This leads to a confusion of respon- 
sibility which should belong to the resources agency alone * * * 

“Full responsibility for river-basin development and the return of revenues 
therefrom will rest with the agency which is spending public funds for that 
purpose,” the task force recommends. It further concludes: 

“The Federal Power Commission will continue to regulate private utility 
developments. All agencies will operate under the policy laid down in the 
Federal Power Act of 1920 which reserved ownership of the power resources 
in rivers to the people but permit private developments on a 50-year license basis 
if in accord with the best overall development of the river basin * * *.” 

The lengths to which administration policies have gone in embracing the 
Nation’s private power companies as partners are probably best summed up in 
the recommendations of the June 1955 Report to the Congress of the Commission 
on Organization of the Executive Branch of the Government: Water Resources 
and Power. 

Our committee identifies itself completely with the dissent and Separate State- 
ment of Commissioner Chet Holifield, Member of Congress from the 19th District, 
California. 

Members of your subcommittee are of course in possession of volume I of this 
report, which contains the majority opinion, and of volume IIT which contains 
the dissents of Commissioners Brownell and Fleming, and James A. Farley, 
along with the more comprehensive dissent of Representative Holifield. 

Therefore, 1 will confine myself only to identifying those sections of Mr. Holi- 
field’s dissent which relate directly to the questions at issue in this hearing, and 
for the sake of brevity, will merely outline their provisions. To quote: 

“14. The power recommendations follow the private utility line in that they 
would destroy present benefits of low-cost Federal power development and leave 
future development in the main to private interests. The proposals include 
heavy increases in Federal power rates; a halt to construction of Government- 
owned steam plants and transmission lines; elimination of the 50-year-old pref- 
erence rights of municipal, cooperative, and other local nonprofit distributors of 
Federal power; transferring the power component of new multipurpose dams to 
private utilities or (alternatively) requiring that contracts for power sales from 
these dams be made in advance of construction.” 
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I submit that failure of equipping the Central Valley project with steam plants 
which have been an integral part of basinwide project planning since the very 
inception of the project and the abandonment of providing the project with low- 
voltage transmission facilities must be viewed as concrete evidence that the 
private utilities have exerted sufficient influence on the executive, administrative, 
and legislative branches of the Federal! Government to prejudice the rights of 
preference customers, and in fact, of the project itself, to yield maximum bene- 
fits in accordance with acts of Congress. Therefore, our committee has sub- 
mitted these phases of Federal agency policies in these hearings. 

As we stated in our May 38, 1954 statement to the San Francisco hearings 
before the Task Force on Water Resources and Power: 

“We feel strongly that there is ample place in our expanding economy for both 
private and public water and power development. 

“However, it is our considered opinion that the trend of the present adminis- 
tration in the resource development field has swung dangerously in the direction 
of subordinating the full development of our water and power resources in the 
interest of the whole people to those of private enterprise.” 

In conclusion we would like to quote frem the report prepared for the Assem- 
bly Interim Committee on Conservation, Planning and Public Works, which we 
already referred to on page 9 of this presentation, by the bureau of public 
administration of the University of California, Berkeley, as follows: 

“An advance power program was prepared by the Sacramento regional office 
of the Bureau of Reclamation in March, 1953, setting forth a proposed plan for 
extension of the Central Valley project power system in the 10 years, 1954-63. 

“In that report it was proposed by 1963 to add hydroelectric plants of the Trin- 
ity River division, the upper American River, and the North Fork of the Kings; 
a steam-electric plant; added transmission facilities for direct connection of 
project power to project pumping stations and preference customers at inter- 
mediate voltages which irrigation districts and other potential customers could 
utilize; and a transmission line to interconnect Shasta powerplants with the 
transmission lines of the Bonneville Power Administration at Klamath Falls, 
thus permitting exchange of power between Sacramento and Columbia Basin, 
which have peak flows at different seasons of the year. 

“Proposed capacity by 1963 would be 2,185,500 kilowatts. 

“A preliminary draft of this report was prepared in March 1953, but its publie 
release was not authorized by Secretary McKay. 

“This action and the abandonment of claims to the North Fork of the Kings 
River illustrate the change in national policy under the administration of Presi- 
dent Eisenhower in the direction of restricting the extension of Federal power 
facilities and relying instead on private and local public agencies.” 

Surely, your subcommittee would be aided in its deliberations and conclusions 
by having a copy of this report at your disposal. 

Lacking this, the people of California must rely on a study made in 1949 by 
the Public Utilities Commission of California (Study No. 696 on Power Needs 
and Supplies in California), which is already outdated. 

This study projected an estimated population of 16 million persons in the 
State by 1970, already proven an unlerestimate, with 6 million electric con- 
sumers expected to utilize 73 billion kilowatt-hours of electric energy. 

Allowing for reserve and peak 1970 needs, the PUC report estimates that 
California will require 160 percent more power than was available in 1948. Esti- 
mating the untapped source of 1,500,000 kilowatts in California streams in 1948, 
the PUC projected an additional 3% to 11.6 million kilowatts would be required 
in steam plants to firm up the hydro supply and to take care of peak and reserve. 

the report further warned that local fuel supplies were being rapidly depleted, 
the fuels would have to be imported and that we may have to tap coal, shale and 
peat deposits in other States. 

The March 1953 Sacramento PRureau of Reclamation study, to which we have 
referred, projected a potential hydroelectric development from California streams 
of 7 million kilowatts of which 3 million could be economically justified. 

Clearly, the potential is there to carry out the provisions of reclamation law 
in regard to wide distribution of public benefits from public power projects. 

The decision as to who is to benefit from these sources of power rests in the 
last analysis with the people. As their elected representatives the Members 
of Congress will have a decisive voice, and that voice will be immeasurably 
strengthened for or against the people’s interests by the conclusion of the de- 
liberations of your subcommittee. 
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We thank you for this opportunity of giving the public agencies and people’s 
organizations in California a voice to express their convictions in this vital 


matter. 
APPENDIX 


Telephone conversation with A. N. Murray, planning engineer, Bureau of 
Reclamation (Sacramento, Calif.) on region II, Bureau of Reclamation con- 
tract for hydroelectric power from the Central Valley project (Sept. 12, 1955) 


(Figures represent contracts and maximum demand up to June 30, 1955] 
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| Contracts demand 

— secclaedti esse ae = | elon 

| Kilowatts Kilowatts 

Shasta Dam Area Public Utility District ! ; c Pe 5 750 
West Side Irrigation District, Tracy met 1, 500 | 1, 536 
Port Chicago Naval Magazine ! = get 1, 000 | 979 
Stockton Naval Supply Annex_-. : | 500 | 4, 416 
Moffett Field Naval Air Station 2, 500 | 2, 490 
Camp Beale, Marysville ; : Soten 200 | 2, 290 
Sharpe Gene ‘ral De pot, Tracy--- ; : | 550 1, 100 
Sharpe Lathrop installation _ - ‘ ol 930 1, 664 
Camp Stoneman (near Walnut Creek) - --- : | 100 | 1, 850 
Mather Air Force Base, Sacramento.__ : é aiid 2, 100 2, 910 
Castle Air Force Base, Fresno : ; ; 1, 100 2, 210 
Benecia Arsenal ; F 3, 500 3, 857 
Travis Air Force Base, Fairfield epee | 3, 000 4,410 
Provident Irrigation District _-__---- : Pika wep een ae 400 558 
Colorado River Commission __- . 33, 000 | (?) 
Plumas Sierra Rural Electrification Administration a ° : | 1, 700 2,010 
Sacramento Metropolitan Utility District 290, 000 170, 916 
Deuel Vocational Institute (State of California), Tracy- 100 1,170 
Folsom State Prison : i a | 1, 700 1, 814 
Glenn-Colusa Irrigation District ‘ ; ; _| 2, 600 2, 720 
Parks Air Force Base, Livermore paaaaaantae! 2, 000 4, 050 
Reclamation district No. 2035 (Woodland) main pumping pl: a aol 600 786 
Reclamation district No. 2085 (Woodland) booster plant__------- ; ‘ 500 633 
Ames Aeronautical Lab_ peace, a‘ hepexphamiat 24, 000 48, 960 
Mare Island Naval Shipyard___- Sion pscwanevkhatanoie oben eres 20, 000 17, 800 

Rs usted Bd hot cn wea cent aremetn nese baaataicais 5 aaah uae 398, 085 281, 889 
Total recognized depend: able supply because of P.G.& E. firming contract - MENO feGs5.446-s oun 








1 Wheeling by P. G. & E. not required. All other agencies supplied through P. G. & E. wheeling contract 
for which one mill is charged per customer. 
2 Gone to P. G. & E. 


Note.—Difference between current maximum demand as of June 30, 1955, and maximum contract 
commitments will be made up by additional power production from the Folsom-Nimbus operation. 


Mrs. McDonatp. I would like also to offer to the members of the 
conmittee a statement which our vice chairman, Mr. Finney, who was 
an engineer for the Modesto Irrigation District, presented to the task 
force of the Hoover Commission, and which contains material on 
the blackout, the brownout which you referred to. 

Mr. Cuuporr. Mrs. McDonald, we will be very happy to accept it. 

Mrs. McDonatp. Don’t put it in evidence, just give it to the com- 
mittee. 

Mr. Cnuporr. I was going to suggest if you have any statement 
on the Hoover Commission report, that is the water power resources 
report, I think you are referring to, there is a special subcommittee 
that has been appointed to hi indie that, and Mr. Jones of Alabama is 
the chairman, and I would suggest that you send it to him. I would 
think he would like to have it. 

Mrs. McDona.p. I suppose somebody may want to ask me questions. 

Mr. Cuvvorr. We would like very much to ask you questions, but 
we don’t have the time. 
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Mrs. McDonaxp. I will be here tomorrow morning. 

Mr. Cuuporr. If we have any time we will recall you tomorrow 
morning, but we have a lot of work we have to finish tomorrow. 

Mrs. McDonatp. I certainly appreciate your courtesy. Very nice to 
have you here. We expect great things of you when you go back. 

Mr. Cucporr. Does anybody have a comment to make? If not, we 
will adjourn until tomorrow morning at 9:30. 

(Thereupon, at 5:50 p. m., the subcommittee recessed to recon- 
vene tomorrow, Wednesday, September 14, 1955, at 9:30 a. m.) 


71597—56——-63 








EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


WEDNESDAY, SEPTEMBER 14, 1955 


House or RepresENTATIVES, 
SUBCOMMITTEE ON Pustic Works AND Resources, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 9:35 a. m., In room 
261, Federal Courthouse and Post Office Building, San Francisco. 

Calit., Representative Earl Chudoff (chairman of the subcommittee ) 
es 

Members present: Representatives Chudoff, Moss, Hotfman, Knox, 
and Jonas. 

Also present: Arthur Perlman, staff director; James Lanigan, 
subcommittee counsel; and H. Vance Austin, associate counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Horrman. Mr. Chairman, before you call your witnesses, | 
notice that in yesterday’s Examiner, and I have also been advised, 
the chairman made the statement I was not a member of the com- 
mittee, merely a standby, or something. 

Mr. Cuvuporr. What paper was that in? I didn’t see that. 

Mr. Horrman. In the Examiner. Is it correct to say that 1 am a 
member of the subcommittee / 

Mr. Cuvporr. You are a member of all subcommittees ex officio. 

Mr. Horrman. I am just concerned with this one at the moment. 
And that I have the same authority and privileges as every other 
member of the committee except as the chairman has indicated lhe 
has certain prerogatives. 

Mr. Cuuporr. That’s right. I never made that statement. Mr. 
Hoffman, I have never seen it in any paper, but of course it might 
have been. I don’t read all the newspapers. 

Mr. Horrman. Yes, it was. 

Mr. Cuuporr. I read most of them. For the press, Mr. Hotfman 
is the ranking minority member of the House Committee on Govern- 
ment Operations, and as such under the rules of the committee is ex 
officio a member of all the subcommittees, not only this one but all 
the other subcommittees, and has the right to ask questions and lias 
every other right that every other member of the subcommittee has 
except the chairman. 

Mr. Moss. Mr. Chairman, at that point I would like to take this 
opportunity to make just a very brief statement regarding an article 
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which, I believe, appeared in the San Francisco Chronicle wherein 
they quote me as having made the statement yesterday that I regard 
5.5 return to the Pacific Gas & Electric Co. as unfair. 

I never made any such statement, I never made any such inference 
either at this hearing or at any other hearing or at any time. 

Mr. Cuvpvorr. I think they quoted us jointly on that, Mr. Moss. 

Mr. Moss. I do not so regard it. They are entitled under the law 
toa fair return, and I have never challenged that right. I don’t like to 
be incorrectly quoted on a matter of that type. 

Mr. Horrman. May I uphold the right to that statement? The 
only thing I understood you to say, important thing, about the 
P. G. & E. was that you didn’t want their support politically. That 
is the only thing I got out of it. 

Mr. Cxuporr. T ‘hey probably don’t give it to him anyway. 

I would also like to say that I think I was quoted jointly with Mr. 
Moss, and I certainly have no objection to any utility getting a fair 
return on their investment. 

I don’t think 5.5 is unfair. I think I said that if they didn’t make 
their 5.5 they would be in before the California Public Utilities Com- 
mission asking for an increase in rates so that they could make their 
5.9. 

I have no objection. I think that they ought to make it and I think 
that every other utility should have a fair return on its investment. 

Now the gentleman we called yesterday who said he couldn’t finish 
in as short a time as we tried to give him, would you take the chair, 
please / 

Mr. Horrman. One other very important thing to me: Did you con- 
sider yesterday that I made what might be interpreted as an obscene 
gesture toward you? 

Mr. Cuuporr. Obscene? 

Mr. Horrman. Yes. 

Mr. Cuuporr. Mr. Hoffman, I do not think that vou ever would 
make an obscene gesture. 

Mr. Horrman. I am quite sure that I wouldn’t unless I was mentally 
incompetent. This way [indicating] is what I did. 

Mr. Cuuporr. You may have made some gestures; but not obscene 
gestures. 

Mr. Horrman. One of the papers said I did, and I want to correct 
that one. 

Mr. Cuuporr. I didn’t consider it obscene. Of course that is a 
matter of interpretation. What I might consider obscene you might 
not. 

Mr. Horrman. Especially if the reporter belongs to the guild, he 
might consider it obscene. 

Mr. Cuuporr. But nevertheless, I don’t think that you ever would 
make an obscene gesture, and I wouldn’t make one to you. 

Now will you identify yourself to the reporter, please ? 


STATEMENT OF CHARLES F. LAMBERT, REPRESENTING THE UPPER 
SACRAMENTO VALLEY WATER ASSOCIATION, WILLOWS, CALIF. 


Mr. Lampert. My name is Charles F. Lambert. My residence is 
144 West Sycamore Street in Willows, Sacramento Valley. 
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Mr. Chairman and gentlemen, I asked for time after receiving a 
communication from Mr. Perlman in writing calling my attention to 
the fact that the meeting was to be held and that certain matters were 
going to be investigated. 

] represent seven irrigation districts on the west side of the Sac- 

ramento Valley. I am also a director of the California Water Power 
Association and am chairman of a special committee that has been 
given the assignment of investigating the possibilities of forming a 
public utility district to cover the entire Sacramento Valley, includ- 
ing probably the city of Sacramento now organized under what they 
call the Sacramento Municipal Utility District, the purpose and in- 
tention being to meet the threat, and we view it as such in the valley, 
those of us who are dependent upon electric power, to put our house 
in order so that we may, if and providing the Secretary of the In- 
terior and the Reclamation Bureau finds as a matter of fact it to be 
good public policy, to enter into a contract with the P. G. & E. to 
build a powerplant at the proposed Trinity Dam that has now 
been authorized by Congress. 

Our valley is peculi: ily situated. All of our irrigation water is 
pumped from the Sacramento River by the use of electric power, with 
the small exception of a small area of land in Anderson-Cottonwood 
district, the other end of the valley at Redding which is irrigated by 
gravity supply, but they also pump to higher elevations by electric 
power, a large source of their irrigation water. 

Recently within the last 2 years the Sacramento Valley has devel- 
oped a gasfield, and we feel now for the first time that we have 
method at our own hand that we could control whereby if we did 
take over the falling water through a powerplant constructed by the 
public utility district, we would be able to also firm our power by the 
construction of a steam plant using natural gas that is now being de- 
veloped in the center of the valley whereby we would have short trans- 
mission lines and we would be within the economic range of our abil- 
ity to pay. 

Now the statements that I have filed with your committee, Mr. 
Chairman, have to do with wheeling, and it was my understanding 
from the letter received from Mr. Perlman that the question of the 
wheeling arrangement between the Bureau of Reclamation and the 
P. G. & E. is a subject matter of inquiry at this hearing, so I have 
confined the documentary part of this report to that question. 

Of the seven districts that I represent, and the seven irrigation dis- 
tricts are not new districts, they were created long before the Central 
Valley project was thought of or at least before it was brought into 
being: 

Mr. Cuuporr. I presume the districts you are talking about are those 
listed in paragraph 2 of your statement on page 1. 

Mr. Lampert. Yes; they are, Mr. Chairman. Of those 7 districts, 
2 only have been able, because of the wheeling arrangement and the 
conditions under which that wheeling contract has been made, have 
been able to avail themselves of the use of public power. I refer to 
the Glenn-Colusa Irrigation District and the Provident Irrigation 
District. 

Reading from this statement may I call your attention as follows: 
The Glenn-Colusa district and the Provident district, because of this 
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same wheeling arrangement, were denied the benefits of public power 
to the extent of having to pay Pacific Gas & Electric power rated for 
6.8 percent of the power demand in the case of the Glenn-Colusa dis- 
trict and 34.5 percent of the power demand of the Provident district. 

Now by “power demand” I have reference to the total demand that 
the district has of electric power or needs to operate its pumping plants 
for the purpose of pumping out water. 

Passing to analysis of the Provident District on page 3 at the 
top of the page, the Provident District pumped water at an average 
lift of 19.5 feet from the Sacramento River using 1,183,104 kilo- 
watt-hours of power from the United State Bureau of Reclamation; 
the district pumped water from drainage channels with an average 
lift of 7 feet, using 624,244 kilowatt-hours of power from the Pacific 
Gas & Electric. I refer to the year 1954 as a complete year. This 
present year has not been completed so far as our irrigation load, 
and cannot be determined. 

The total cost to district for all power was $12,914.60, of which 41.4 
percent, or $5,536.45, represented Burean’s payment which amount 
included an item charged for transmission of $572.88 or 10.8 percent 
of the total amount paid for Bureau power—an overall cost of $0.0045 
per kilowatt-hour. 

In passing, and as a matter of interest. may I state that the power 
bills received from the Bureau of Reclamation are in 2 parts—that is 
they are 2 separate bills. We are billed for our kilowatt load and 
then we have a separate bill for the transmission cost, so without 
knowing the detail of the arrangement between the P. G. & FE. and 
the Bureau, we assume that that $572.88 transmission charge has 
been set aside as a separate fund to pay the P. G. & E. for wheeling 
this power that was used by this district. 

Pacific Gas & Electric payments represented 58.6 percent or $7. 
578.17, an overall cost of $0.0121 per kilowatt-hour. 

Bureau power pumped 36,577 acre-feet of water, an average of 19.5 
feet, at $0.146 per acre foot, or $0.0075 per acre-foot of lift. 

Pacific Gas & Electric power pumped 34,598 acre-feet of water, 
almost the identical amount of water—— 

Mr. Knox. Mr. Chairman, I don’t like to interrupt, but Mr. Lam- 
bert, what do you call an acre-foot ? 

Mr. Lampert. An acre-foot of water in terms of irrigation used 
equals that amount of water that would flood 1 acre of land 1 foot 
deep. Therefore it is called an acre-foot of water. 

Being 43,560 square feet to an acre, it is that number of cubic 
feet of water that makes an acre-foot of water. It is a method of 
measuring water for irrigation purposes in large quantities. 

Mr. Knox. It is as clear as mud right now, but, you may proceed. 

Mr. Lampert. Put it another way. Perhaps you are familiar with 
cubic feet of water per second. A cubic foot of water per second 
flowing 24 hours around the clock will flood 1 acre of land 2 feet 
deep, or in other words 1 cubic foot of water flowing continuously 
for 24 hours will be equal to 2 acre-feet of water, or 2 acres of land 
covered 1 foot deep. 

In large quantities of water it is the only method that we have. 
That is why you speak of acre-feet of water, Mr. Congressman, in 
all your Bureau reports and all the storage is in acre-feet you know. 

Mr. Kwox. Will you proceed ( 
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Mr. Lamperr. Pacific Gas & Electric power pumped 34,598 acre- 
feet of water and that is almost the same amount pumped by Bureau 
power, an average lift of 7 feet at a cost of $0.219 per acre-foot or 
$0.031 per acre-foot per foot of lift. 

The Glenn-Colusa District, referring to the next analysis, com- 
mencing at the bottom of page 3: United States Bureau power con- 
sumed was 7,578,300 kilowatt-hours. Payments to the Bureau, 
including 10.8 percent for transmission, amount to $38,216.80. The 
cost per kilowatt-hour of Bureau power used was $0.005043, or again 
5 mills for round figures. 

The percent of power demand used, of the district’s demand, was 
78.6 percent. The Pacific Gas & Electric power was 552,876 kilowatt- 
hours. Payments to Pacific Gas & Electric was $10,411.68. The cost 
per kilowatt-hour was $0.01886. The percent of power demand was 
21.4. 

Now those are the districts that have in part, only because of this 
wheeling arrangement, been able to avail themselves of power from 
the Bureau. The next district, the Princeton-Codora-Glenn District 
undertook and did negotiate with the Bureau on a power contract. 
Their situation was more acute than our other 2 districts in that they 
have 2 main pumping plants on the river, and also because of the 
wheeling arrangement and because of the fact that the power that 
comes down through the lines is of such high voltage that it can’t be 
delivered to the pumping plants of these several districts except after 
it is stepped down in voltage. 

Where there are large uses of that kind of power, the districts can 
own their own transformer setups. But where it is broken down in 
smaller setups, the cost of putting in these separate transformers to 
transform this high-voltage power to usable power would be such 
that after they negotiated the contract with the Bureau, the P. G. & E. 
came in and asked them to cancel their contract, contracted with them, 
that if they would cancel the contract with he Bureau, that they 
would furnish them power at their pumping plants at 7.3 mills per 
kilowatt-hour. 

Now note that that power that they get from the river over the 
P. G. & FE. lines is the same power under the same circumstances as 
the other power that they serve, that costs the Glenn-Colusa District 
in the same territory, in the same field, it costs them 1.8 cents; that 
means more than 50 percent reduction in the power rate that the 
P. G. & E. were willing and did enter into a contract with the Prince- 
ton-Codora-Glenn District. 

The Princeton-Codora-Glenn District also buys other power from 
the Pacific Gas & Electric outside of that rate of 7.3 mills at the rate 
fixed by the railroad commission. 

I was told not to date myself. The railroad commission is known 
to we old fellows. The public utilities commission is a new name, and 
I am not yet familiar with the new name, so when I happen to inad- 
vertently use the words “railroad commission” in my statement, please 
remember that I have in mind the Public Utilities Commission of the 
State of California. 

This contract is unique, that is to we people out in the country. 
All contracts, as was well stated here vesterday, are subject to revision 
and the control of the public utilities commission, and there is a saving 
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clause in every contract made by the power company that provides 
that the railroad commission or public utilities commission may 
change the rates, the rules, and regulations under which the contract 
was originally entered into. 

So I would direct your attention to page 2 of the contract, para- 
eraph 4, which is capitalized, reads: 

Such energy shall be sold by Pacific and delivered to and paid for by district 
at the rate of 7.3 mills per kilowatt-hour as metered hereunder at two points of 
delivery. 

That establishes the rate. Again paragraph 7: 

The term hereof shall commence on March 2, 1953, and shall continue there- 
after for 5 years and thereafter until terminated by 90 days’ written notice 
given by either party to the other of the desire for such termination; provided, 
that if district accepts electric service under the provisions of that certain 
contract entered into between the United States of America and District on 
December 19, 1952, this contract shall thereupon terminate and district shall re- 
imburse Pacific in an amount equal to the difference between the total amount 
billed for all service furnished hereunder and the amount which would have 
been billed therefor under Pacific’s applicable standard rate schedule had this 
contract not been entered into. 

Now attorneys for our district raise a question about section 7, 
but they advised the board that there would be no purpose in fighting 
the P. G. & E. on that clause, that that question would come wp in the 
courts, and they were assured that they could knock that out anyway 
as under the law it wouldn’t be enforceable, that is should they ever 
take Bureau power ot wouldn’t be penalized. 

Now the paragraph I call your attention to is the saving clause 

which is paragraph 9 of the contract : 

This contract shall at all times be subject to such changes or modifications by 
the Public Utilities Commission of the State of California as said commission 
may, from time to time, direct in the exercise of its jurisdiction. 

Now that is a résumé of the statement. Behind the statement are 
many other pertinent and salient facts. 

You have heard yesterday of cities and towns and industries and 
communities in connection with public power. Mrs. McDonald 
touched on the agricultural situation hghtly and quickly last evening, 
and so did George Sehlmeyer of the grange. But our representation 
is a little different. Our conditions are entirely different. 

We, as agricultural people are being ground down right now be- 
tween the economic costs. We hoped in the beginning to benefit 
wholly from cheap power. As I have advised you, we have only 
partly benefited by cheap public power 

Because of the agricultural market “decline as of today, and we 
are getting worse from day to day, we are firmly convinced we have 
to do something to help ourselves, and I was interested in the gentle- 
man from North Carolina’s statement yesterday about the wonderful 
success they are having down there by helping themselves, and we 
hope, sir, to be able to work out our problem in a large measure by 
being able to acquire this public power and distributing it to our 
people. 

Mr. Jonas. Would you yield? You misunderstood me. I did not 

say we were having such wonderful success. I said from a physical 
standpoint your opportunities for farming far exceed ours. You 
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have broad fields and you have irrigation and we have neither of 
those. We have small fields, hillside farms, and it is difficult. 

All I said was that we had not yet asked the Federal Government 
to come in there and build dams and produce power for us. We may 
get around to doing it some day. 

Mr. Lampert. I beg your pardon, sir, I misunderstood. I thought 
that you spoke of industry having developed in your part of the 
community. 

Mr. Jonas. I did. 

Mr. Lampert. And that you people had furnished your own power 
layout. 

Mr. Jonas. That’s correct, I was not talking about farms then. I 

was talking about industry. We have had a phenomenal industrial 
development in Piedmont, N. C., in the part of the State from which 
I come, but we haven’t had any public power to help with it. It has 
all been developed through private power, and we haven't had any 
power shortages either, for which I am thankful. 

Mr. Lampert. Thank you, sir. I am cleared in my mind about 
that situation. But we havea peculiar one. 

We have first a shortage of water in California, which is universal 
throughout the State. We in the north are in an area of surplus, that 
if we create more water, by storage we create more water than our 
needs, and therefore that water is to be transported southward into 
the portion of the State of need. Power is incidental, of course, 
insofar as electri¢ power is concerned to that development. 

So we use power in a large measure to reduce our costs of water. 
The economic value of water for irrigation rises and falls with the 
economic situation of agriculture. 

And when we find industry in the position of being able to pass 
on their increased rates to the particular industry in which they are 
engaged by raising of prices, it hurts us too because of the f fact that 
we have in industry agricultural machinery and equipment and fer- 
tilizer and whatnot which is produced by industry. It is too bad 
that we have to, but we also have to buy automobiles and they are 
going up, and all the costs make it pretty tough on agriculture. 

So it is driving us into the position where we have to do something 
to help ourselves, and the only way that we can see in the future, not 
immediate future, is to make some kind of a tiein whereby we can 
control and use electric power produced at a rate without having 
to pay through the nose for profits, high administrative costs of 
executives, engineers, lobbyists, publicity men and whatnot of the 
utility companies, and also the dividends that they have to pay to their 
stockholders. 

We don’t deny the fact that they have to have dividends. We want 
some dividends as agriculture needs some in order to live. We believe 
in living and letting live. But we are being ground down between 
netherstones of the industrial increases in values and the lower prices 
of agriculture. 

Now I was deeply interested yesterday in some of the remarks that 
were made by other witnesses, and I was amazed for a time, until I 
began to understand what it was all about, why some of the witnesses 
were reluctant to lay the cards face up on the table and call a spade 
a spade. 
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Those of us that have lived for years with this problem, those of 
us that have had to have contact with public bodies such as public 
utilities commissions, power companies, recognized certain facts and 
certain fine manipulations because we have suffered from them so 
long, and even as dumb as we are, we are bound to learn if we are 
hit on the head often enough. 

So insofar as the gentlem: in from Palo Alto who testified yesterday 
as to why he wanted an audit, I can understand why he wanted an 
audit. He didn’t say so definitely, but insofar as I heard his testimony, 
certainly he had in mind what we all have in mind: that in the fixing 
of public utility rates by a public commission, all of the things that 
go to make up the costs which are to be covered by blanket rate divided 
over the service area the territory of the company under rules and 
regulations fixed by that commission, those costs and charges of a 
public utility company should be under very close scrutiny, because 
it is a fact, and those of you certainly around this table know that it 
is a fact, that any public utility company, any organization, is going 
to charge all that the traffic will bear into its rate structure, that is 
into the basic operating costs, management, and maintenance of their 
system. 

And they are also going to build up their capitalization, and it is 
the capitalization upon which this rate of 5.5 percent of income is 
fixed. 

So the rate the commission must fix therefore is the rate that is 
made up of the total operation charges, maintenance, and administra- 
tion charges plus 5.5, or whatever ‘they may fix as a proper income 
allowable to the stockholders of the company as a net earning. 

And I say that advisedly, gentlemen. I happen to be interested in 
corporations and I know that I work and have worked for years to 
build up our capitalization, 

Weall want high incomes, and I think the gentlemen from Palo Alto 
had a complaint, because there has not been a breakdown. I know 
of instances in the P. G. and E. where they were fighting public power, 
where they fought the Central Valley project, where they fought the 
old Marshall plan way back 35 years ago where they paid high salaries, 
went into the country and employed men, it developed later in the 
records—you can’t find them in the records nowadays. 

They are smart, they have been able to hide it, but they bought 

$5,000 Cadillac automobiles for men circulating around the country 
who were local farmers with influence. They paid them five or ten 
thousand dollars for a service. That was all charged into the rate 
structure, and it was so proven at a later time. 

So the gentleman from Palo Alto had a real complaint, only he was 
under wraps. I am a free agent. I can state to you plainly the facts. 
There is nobody looking down my neck. I have no board of council- 
men, I have no board of trustees that is going to question the facts 
that I present to you. 

And these men were in a bad position. I am answering some of 
the questions, and they were hesitant in doing it. 

Mr. Cuvporr. Mr. Lambert, I don’t want to appear to be cutting 
you off, but you started a little before 20 minutes of 10, it is 10 after 
10 now, that is a half hour or better. T was just wondering whether 
you wouldn't sum up and then give the committee an opportunity 
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to ask you some questions, because we have other witnesses and we 
have a schedule to meet. 

We are going to try to finish by 2 o'clock. Some of the members 
of our committee have reservations out of San Francisco to take care 
of other commitments that they have to make tomorrow and the next 
day. 

Mr. Lampert. Mr. Chairman, I am willing to rest now. 

Mr. Horrman. Let the record show the gentleman has had 40 
minutes. 

Mr. Cuuporr. No, he hasn’t had 40 minutes. He has had a little 
less than 30 minutes. 

Mr. Lanigan, do you have any questions? 

Mr. LANIGAN. | yield to Mr. Knox. 

Mr. Kwox. Mr. Lambert, your interest in having the public utilities 
commission’s findings audited, have you or your organization ever 
requested of the California Legislature to have their findings audited ¢ 

Mr. Lampert. No, we have not, sir. 

Mr. Knox. Don’t you think that is a medium to go to if you desire 
to have the audit made? 

Mr. Lampert. | would say, Mr. Knox, that we are realists. We 
know the California Legis: iture, yes, including John Moss when he 
was in the legislature. ‘We know that it would be a useless gesture. 

May I say to you, sir, that in drawing of bills for water alone for 
our irrigation districts, before we could get a bill out of a committee 
I] had to go up to the seventh floor of the Senator Hotel and see Carl 
Brow nlee, of the P. G. & E., and Billy Fisher, now dead, of the South 
ern California Edison, and get them to give mea clearance. ‘There is 
no purpose in our going to the legislature. We could never get started. 
It would be a useless gesture. 

Mr. Knox. You have noe onfidenc ice in your legislature ? 

Mr. Lampert. Not at all, no, sir: none insofar as these matters are 
concerned. We are realists. 

Mr. Horrman. Mr. Chairman, I wonder if it is proper for a witness, 
even in answer to questions, to express that kind 

Mr. Cuvporr. Mr. Hoffman, Mr. Knox asked for it. 

Mr. Horrman. I know he did, but I certainly —— 

Mr. Cuuporr. I certainly didn’t know what Mr. Lambert was going 
to say, and he asked the question and got an answer that you don’t 
like, so you want me to take it out of the record. 

Mr. Horrman. No; all I want to do is place on the record my pro- 
test against this committee permitting any witness, without a specific 
citation, to charge a legislative body of the State with— 

Mr. Cuvuporr. May I say in response to that, Mr. Hoffman, Mr. 
Knox said, * You haven't got very much confidence in your legis: — 
You didn’t want Mr. Lambert to compromise his conscience and sa 
“Yes, I have confidence,” when he doesn’t have confidence ? 

Mr. Horrman. But the question grew out of the previous testimony 
which the witness was permitted to give. 

Mr. Cuuporr. Mr. Hoffman, if you are going to get technical |] 
could go around and shout to the high heavens that you called me 
a leftwinger because I don’t agree with what you be lieve. You have 
the right ‘to believe : anything you want, and I want to have the right 
to believe anything I want. I don’t think I am any more of a left- 
winger than you are in some of these things. 
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Mr. Horrman. I don’t accuse you of anything. I admit I am a 
rightwinger. 

Mr. Cuvuporr. It was in the newspapers and everything, but I don’t 
want to argue with you. Mr. Knox asked a question and I want to 
congratulate Mr. Lambert in saying, when he got a direct question 
from Mr. Knox, he gave an honest and direct answer. I don’t see 
why I should say to him he can’t give us a true and correct answer, 
give us an answer other than he believes. Mr. Lambert, I think it is 
well that you answer any member of the committee exactly the way 
you feel. That is what we are out here for. 

Mr. Lampert. Thank you, sir. I shall or I shall not answer. 

Mr. Knox. Mr. Lambert, the statement you just made, is that true 
of all public bodies? 

Mr. Lampert. That I don’t know—of all public bodies. I have 
had no contact with them. I have had contacts since 1913 with the 

California Legislature on water and power matters, and I know how 
far you can get. 

Mr. Knox. Do your views also hold true as far as the Congress of 
the United States is concerned ¢ 

Mr. Lampert. No, sir. My experience with Congress has been just 
the reverse, sir, and I have been in Congress too, at committee hear- 
ings, and I have been able to get some of the matters in which I am 
interested through committee. 

Mr. Knox. Your reaction to the California Legislature is the same 
reaction you have of the California Public U tilities Commission ? 

Mr. Lamperr. No; you can get a hearing. The difference, Mr. 
Knox, is that you can get a hearing before the - public utilities commis- 
sion and get a refusal of your petition, but you can’t even get a hearing 
in the California Legislature because the power companies won't allow 
it to get out of committee. 

Mr. Knox. Who elects the California Legislature ? 

Mr. Lampert. The people of the State of California, sir. 

Mr. Knox. That is all. 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. I understand from your testimony, Mr. Lambert, that 
you don’t like this wheeling agreement that was signed in 1953, and I 
would like to know how you got your power prior to the execution of 
that wheeling agreement. 

Mr. Lampert. Got our power from the P G. & E.; have since 1907, 
sir. 

Mr. Jonas. Was the situation made worse as a result of this wheeling 
agreement ¢ 

Mr. Lampert. No. The wheeling agreement results in our not being 
able to get the benefit of public power generated at Shasta Dam under 
the Bureau of Reclamation. Prior to that wheeling agreement we got 
all of our power from the P. G. & E. 

Mr. Jonas. Prior to the wheeling agreement you were not able to 
derive the benefits from Shasta Dam either; were you? 

Mr. Lampert. No; because there was no power available. We had 
to pay the P. G. & E. for their power. We are looking for cheap power, 
in short. 

Mr. Jonas. I understand that, but I can’t understand why you said 
that this wheeling agreement which was not executed until 1953 is 
responsible for all your troubles. 
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Mr. Lampert. Oh, no; our troubles, just the same as all troubles 

these days, build up and build up, and they are building up very 
rapidly now at a greater tempo because of the increased popul: ition and 
increased demands. We have other troubles in connection with power. 

Mr. Jonas. You mean that your trouble, then, did not begin with the 
execution of this wheeling agreement. You were having the same 
problems before that and the same inability to get the power from 
Shasta Dam / 

Mr. Lampert. Well, there wasn’t any power available from Shasta 
Dam prior thereto. You see, our problem is this: You talked of a 
brownout yesterday. Sure, we had a brownout in California. It cost 
us $196,000 for a diesel plant. 

Mr. Jonas. When was that brownout ? 

Mr. Lampert. 1948. 

Mr. Jonas. Have you had one since? 

Mr. Lampert. No; but we maintain that plant, sir, and we turn it 
over every 30 days. It creates 1,500 kilovolt-amperes of electric power. 

Mr. Jonas. I am trying to find the answer to this, and perhaps I am 
not asking the correct questions in an intelligent manner, but 1 gather 
from your testimony that you object to this wheeling agreement 4 é 

Mr. Lampert. Yes, sir. 

Mr. Jonas. And you say that because of that wheeling agreement 
you are being denied the benefits of cheap power from Shasta Dam ? 

Mr. 7 AMBERT. That’s right. 

Mr. Jonas. Well, now, you were similarly denied those benefits prior 
to the wheeling agreement / 

Mr. Lampert. We had no power from Shasta available, sir. The 
answer is “yes,” if that is what you want. 

Mr. Jonas. The answer is “yes,” and that is what I am trying to 
get you to say. 

Mr. Lampert. Iamsorry,sir. Generally Iam very abrupt and gen- 
erally I say “yes” or “no.” I am sorry I did misunderstand you. 

Mr. Jonas. You were not permitted to derive any of the economic 
benefits of Shasta power prior to the execution of the wheeling agree- 
ment ? 

Mr. Lampert. Right; yes, sir. 

Mr. Jonas. Since the execution of the wheeling agreement, there- 
fore, you are getting some of the Shasta Dam power? 

Mr. Lampert. Some of it; yes, sir. 

Mr. Jonas. But you didn’t get any of it before that ? 

Mr. Lampert. Yes, sir; we did not. 

Mr. Jonas. “Yes, sir; we did not”? 

Mr. Lampert. No, sir; we did not get any. 

Mr. Jonas. So you have been benefited somewhat by the wheeling 
agreement ¢ 

Mr. Lampert. Oh, yes. 

Mr. Jonas. Your position has been improved over that which existed 
prior to the wheeling agreement ? 

Mr. Lampert. By all means; yes, sir. 

Mr. Jonas. You are making some progress then; arent you? 

Mr. Lampert. I hope so. We hope to make more, and we need 
to. 

Mr. Jonas. Did you say you asked permission to be heard after re- 
ceiving written notice from a member of the staff ? 
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Mr. Lampert. Mr. Perlman, yes, wrote me a letter. 

Mr. Jonas. Had you filed any complaint with the committee or 
asked to be heard ? 

Mr. Lampert. No. 

Mr. Jonas. How did we get your name / 

Mr. Lampert. That, sir, I can’t answer. 

Mr. Moss. Would the gentleman yield at that point / 

Mr. Jonas. Yes, sir. 

Mr. Moss. Mr. Lambert is a resident of my district, and I felt that 
it was my business to see that the interest of my district was ade- 
quately represented, and I requested of the statf that they inform cer- 
tain people in my district of the hearings and invite them to ap- 
pear. 

Mr. Jonas. That is the first I had heard of that. May we have a 
list of those who have been invited to appear here as witnesses by 


the staff? I eget ee people desiring to be heard had filed requests 
to be heard. I didn’t know the committee had invited people to at- 
tend. 


Mr. Cuuporr. Some did and some didn't. 

Mr, Jonas. I would like to have a list of the people we invited to 
attend. 

Mr. Cuvuporr. We will try to get that list for you. 

Mr. Jonas. Because I have never seen such a list, and this is the 
first I have heard of this particular thing. 

Mr. Cuuporr. I never saw a breakdown between them. I wouldn’t 
inow who was invited and who requested, but we will try to break 
that down for you, Mr. Jonas. 

Mr. Jonas. I would like to have a list of all people who were in- 
yited by this committee to appear at this hearing. 

Mr. Cxuuporr. I want to give you what you want, Mr. Jonas. You 
don’t want a list of those who requested to appear; you just want a 
list of those who were invited to appear ? 

Mr. Jonas. I don’t see why we shouldn’t have both sets named. 

Mr. Cuvuporr. That is what I want to give you. 

Mr. Jonas. The only person I knew we were coming out to hear 
was Mr. Kruse. 

Mr. Cuvuporr. That is not true. 

Mr. Jonas. Mr. Norwood. 

Mr. Cuvuporr. You knew Mr. Norwood was going to be in San 
Francisco. He told you that at Idaho Falls, and we do have a lot of 
witnesses from Oregon on this problem, and I thought it would be 
much easier while we were in San Francisco to hear all of them at 
one time. 

Mr. Jonas. Lam not objecting to it. I just would like to have a list 
of those who have been invited, the names. 

Mr. Cuuporr. We will try to get that breakdown for you in Wash- 
ington, Mr. Jonas. 

Mr. Jonas. Thank you. That is all. 

Mr. Cuvporr. Mr. Hoffman. 

Mr. Horrman. I have no questions. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. Mr. Lambert, what you want under the wheeling agree- 
ment is the right as a public agency to avail yourself of federally 
venerated power: is that correct ? 
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Mr. Lampert. Throughout our entire service area. 

Mr. Moss. To the extent that that power is available, you feel you 
should have it 4 

Mr. Lamperr. For all of our service. It is limited now, Mr. Moss. 
It is limited now because of the wheeling agreement to certain areas, 
pumping-plant areas, but, as I have shown in this report, we are 
forced to purchase power at a high rate from the Pacific Gas & Elee- 
tric whereas we would have been able to get this power at a much 
lower rate, more than half. 

Mr. Moss. To your knowledge, did the Bureau over the years try 
to enter into wheeling agreements which would have made available 
to you the power you want ‘ 

Mr. Lamperr. Yes; only from their statements is the only knowl- 
edge I would have on it. 

Mr. Moss. And prior to the execution of the wheeling agreement 
you couldn't get power because there were not Federal transmission 
lines ¢ 

Mr. Lampert. That’s right. 

Mr. Moss. Or facilities capable of delivering it to you? 

Mr. Lampert. That’s right, sir. 

Mr. Moss. And do you feel that there was any effort on the part 
of the utilities to prevent the construction of those transmission lines 
or the appropriations for them / 

Mr. Lampert. Do I feel? I know there was. I was in Washington 
when that matter was up. 

Mr. Moss. Now, on this matter of irrigation in California, I think 
the Western States, generally, have a slightly different problem than 
agriculture in most of the eastern or the southern portion of the 
Nation in that we have a very prolonged season of no rainfall. Isn’t 
that correct / 

Mr. Lampert. That’s correct. 

Mr. Moss. And we either irrigate or we don’t produce crops? 

Mr. Lampert. That’s right. 

Mr. Moss. Water and power in our area in California seems to be 
more or less synonyinous, doesn’t it ? 

Mr. Lampert. One is necessary to the other. 

Mr. Moss. Not only do we irrigate by surface irrigation through 
canals, but we have to pump, and to that extent the cost of electricity 
is the cost of water. 

Mr. Lampert. That’s correct. 

Mr. Moss. I want to make one statement in connection with your 
comments on the California Legislature. I do not disagree with the 
sentiments expressed by you on the problems we have in attempting 
to bring about any changes in legislation dealing with either water or 
power. These are all the questions I have at this time. 

Mr. Cuuporr. Mr. Lambert, I just have one question. I am a little 
confused and I want to see if I can’t keep it clear in my mind. You 
talk about a wheeling agreement, and I think you mentioned two 
different dates. Were there two wheeling agreements or was there 
just one / 

Mr. Lampert. Only one wheeling agreement that we have knowl- 
edge of. 

Mr. Cnueuporr. And that wheeling agreement was in 1951: is that 
right ¢ ua 
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Mr. Lampert. Well, the first time it was brought to our attention. 
You see, we couldn’t contract until our so-called contracts with the 
P. G. & E. expired. 

We took it up with the public utilities commission to see if we 
couldn’t be relieved from our contracts by an order of the commission 
so that we could avail ourselves of this opportunity, and the answer 
was very promptly “No.” 

So we do not know, Mr. Chudoff; that is, I don’t know the date that 
the wheeling agreement became effective. I only know the date it 
became effective for our use. 

Mr. Cuuporr. But what I am trying to find out is the exact date 
it was executed. You don’t know whether it was executed in 1951 
or not ¢ 

Mr. Lampert. I do not; no,sir. I can’t testify to something I don’t 
know. 

Mr. Cuuporr. I am advised by members of the staff and my counsel 
it was executed in 1951, and I thought that you had given a different 
date, and I just wanted to get that straight. 

Mr. Lampert. That is the explanation. I didn’t give a date as 
to the date of the wheeling agreement, but when it was effective in- 
sofar as my districts are concerned. 

Mr. Cuvuporr. I just want to conclude by saying as a result of this 
1951 wheeling agreement you finally got the benefits you felt you 
were entitled to. 

Mr. Lampert. Oh, no. We got the benefits in 2 districts out of 7, 
and then only in part, sir. 

Mr. Cuuporr. But you did get some benefits ? 

Mr. Lampert. Some benefit ; yes, sir. 

Mr. Cruporr, And you would like to have some more 

Mr. Lampert. We would like to have it all. 

Mr. Cuuporr. That is all. 

Mr. Lanigan. 

Mr. Lanican. I would just like to ask permission to put into the 
appendix of the record at a later date a copy of the wheeling agree- 
ment that was mentioned today, of 1951, a copy of the sale and ex- 
change contract between P. G. & E. and the Department of the In- 
terior, which was also executed in 1951, and a copy of the agreement 
with respte to the 33,000 kilowatts talked about yesterday and the 
extensions, the first agreement being executed in 1952, the sole reason 
being to have the material in the record so that people who read it 
can refer to it. 

Mr. Cuvuporr. I think you are right, Mr. Lanigan. I think it should 
be in there because we are referring to these documents. It would 
be well to understand the testimony by referring to these documents if 
necessary. Without objection, you may put those in the record, Mr. 
Lanigan. (See p. 998.) 

Mr. Knox. Mr. Lambert, pursuing my question to you relative to 
the loss of confidence that you have in the California Legislature and 
also which has now been concurred in by Mr. Moss, does that also reflect 
your opinion relative to the 1 ‘esolution which the California Legisla- 
ture passed which stated their views in opposition to the exporting 
of power from the State of California ? 

Mr. Lampert. I must confine my answer to what, yes or no, or may 
[ explain what I have to say ? 
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Mr. Cuvuporr. You can explain. 

Mr. Knox. Explain if you care to. 

Mr. Lampert. There are two resolutions. I don’t know which one 
you are speaking of, but let’s speak of both of them, the assembly 
resolution and the senate resolution that was read here yesterday. 

One was introduced, the first one, for the purpose of attempting 
to, and I will be brutal about it, coerce the Reclamation Bureau not to 
enter into such a contract for the export of power. 

The second resolution of the senate 2 years later was apparently, 
in my opinion and in the opinion of the people that know what rolls 
around the legislative halls of Sacramento, was inspired by the 
P. G. & E. itself as a foil behind which they could hide and keep that 
power in California for their use at a low rate, which is second-rate 
power, and deny it to Nevada. Now that is our opinion, sir. 

Mr. Knox. You do not concur in the statements of Mr. Moss of 
yesterday then / 

Mr. Lampert. As to my opinion? He concurred in my opinion. I 
can’t concur in his opinion. He concurred in mine, Mr. Knox. 

Mr. Knox. Mr. Moss testified yesterday that they were fearful of a 
shortage of power, and felt that the entire power was needed here, 
and that was the reason for the resolution. 

Mr. Lampert. That’s right, that is the first one, to keep the Bureau 
from entering into such an agreement. That was the purpose of it. 
That was our understanding at the time. 

It was also our understanding around the legislative halls that the 
second resolution was for another purpose. I would be very glad to 
go into a lot of the details of a lot of different things that happen in 
that legislature. 

Mr. Knox. Now, Mr. Lambert, you then are not opposed to the 
exporting of power to the rest of the people of the Nation who made 
the dam possible? 

Mr. Lampert. No, sir. 

Mr. Knox. You are not? 

Mr. Lampert. No. 

Mr. Knox. Mr. Moss was. 

Mr. Lampert. Well, that is Mr. Moss’ business. 

Mr. Knox. That’s right. You do not concur in Mr, Moss’ views? 

Mr. Lampert. That’s right. 

Mr. Knox. That is all. 

Mr. Moss. Mr. Chairman, could I correct just one statement. T did 
not express ae as being opposed to exporting of power to the 
rest of the Nation. I was confining my remarks to a given situation. 

I took an action which I felt proper at the time, and which I don’t 
regret one bit. I pointed out that there are interchange agreements 
between California utilities and others, and I did not attempt by law 
to block such agreements. I merely wanted to put on our record the 
fact that we were then critically in need of power. 

Mr. Cuvporr. Mr. Jonas. 

Mr. Jonas. I understood you to say that you were in Washington 
when efforts were made to get the Government to put up money to 
build transmission lines to give vou the Shasta Dam power? 

Mr. Lampert. Yes. 

Mr. Jonas. How often were you there? 

71597—56——64 
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Mr. Lampert. I would say for 25 years I have probably been in 
Washington on these matters. 

Mr. Jonas. On this particular matter, Mr. Lambert ? 

Mr. Lampert. I can’t tell you the dates, sir. 

Mr. Jonas. Have you been there every year ? 

Mr. Lampert. Oh, yes. 

Mr, Jonas. Seeking these transmission facilities ? 

Mr. Lampert. No; no. I have been there for many different things. 

Mr. Jonas. I am trying to ask you how long you were trying to cet 
the Congress to appropriate money to build these transmission lines; 
that is all I am asking you, sir. 

Mr. Lampert. Only that time when the matter was up. 

Mr. Jonas. When was that? 

Mr. Lampert. That I can’t answer now without my records. 

Mr. Jonas. Haven’t you been trying to get Congress to appro- 
priate money to build these transmission lines ever since the Shasta 
Dam was built ? 

Mr. Lampert. No; not since the matter was put in the appropriation 
bill. Only at that time were we interested in it. We gave it up as a 
lost — sir. 

Mr. Jonas. When ? 

Mr. Lamperr, Whenever that occurred. I don’t know. 

Mr. Jonas. Was it soon after the dam was completed ? 

Mr. Lampert. It was the time that the steam plant was involved 
and the transmission lines were involved, sir. 

Mr. Jonas. Can you tell me what vear that was? 

Mr. Lampert. No; I can’t. 

Mr. Jonas. Was it before 19507 Asa matter of fact, it was in 1946 
or 1947, wasn’t it? 

Mr. Lampert. You know I have reached the age in life that I have 
to depend on my records. I can’t tell you what vear it was. Five 
years seems like the day before yesterday to me. 

Mr. Jonas. Anyway you appeared as a witness before committees 
in Congress, and you and others were seeking to get Congress to 
appropriate money to build the steam plant and the transmission 
lines ¢ 

Mr. Lampert. Everything is correct in that statement excepting 
one thing, Mr. Jonas. I did not appear before committees. I was 
doing leg work, as you boys know we have to do that back there. 

Mr. Jonas. You wouldn't call that lobbying, would you ? 

Mr. Lampert. Yes; I call it lobbying; sure / 

Mr. Jonas. You mean you engage in lobbying / 

Mr. Lampert. Well, to that extent. Oh, not for hire; no, if that is 
what you mean. I pay my own expenses too, believe it or not, sir. 
That sounds unreasonable too, don’t it. 

Mr. Jonas. No; you are a philanthropist, maybe. 

Mr. Lampert. No; I am a pro bono publico chap, and I get my 
fees from different sources and I don’t do it that way. I have never 
collected a fee for lobbying, and I have been in Sacramento since 
1913. [havea public interest in matters. I represent public districts. 

Mr. Jonas. You represent them. Now in what capacity, sir? 

Mr. Lampert. I sign my name as representative. I happened to 
have been engaged for 45 years in organization work. I am «an engi- 
neer by training. 
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I have built irrigation systems, operated, managed, maintained 
them. I work on a contingency, and when, as, and if I accomplish 
the work, I send in a bill and get a fee, and am very well paid, sir. 

Mr. Jonas. That is your means of livelihood ? 

Mr. Lampert. That’s right, financing, refinancing public districts, 
organization of public districts, managing them, operating them and 
all of that is my field, sir. 

Mr. Jonas. So you would derive your compensation for your lobby- 
ing activities after you accomplish what you set out to do? 

Mr. Lamperr. That's right. 

Mr. JONAs. el ultimately you expect to be paid for it / 

Mr. Lampert. Oh, I do; yes: and I am. 

Mr. Jonas. I don't object. So you failed in that effort to get Con- 
gress to put up the —— vy 

Mr. Lampert. Yes; I didn’t get paid on that one. 

Mr. Jonas. No: I mean Congress did not put up the money to build 
the transmission lines / 

Mr. Lamperr. That's right. To that extent I lost my expenses and 
time and energy. 

Mr. Jonas. Well, you are still working on that, aren’t you? 

Mr. Lampert. Whenever I see a ray of hope I will, sir. 

Mr. Jonas. You stated that you are not satisfied with the amount 
of power you are getting under the wheeling agreement, you want it 
all, all vour requirements ¢ 

Mr. Lamperr. That's right. 

Mr. Jonas. Now am I correct in my understanding that the only 
way you can derive those full benefits is for the Government to put 
up the money to build the transmission lines or for the associations 
to do it themselves / 

Mr. Lambert. No. 

Mr. Jonas. How else could you? 

Mr. Lampert. That wheeling arrangement can be modified. It is 
our contention that the wheeling arrangement was entered into as a 
sort of a, well, let’s say a shotgun wedding, a shotgun wedding between 
the P. G. & E. and the Bureau of Reclamation. 

Mr. Jonas. You don’t think the P. G. & E. had any influence on 
the Bureau of Reclamation in 1951? 

Mr. Lamperr. Oh sure; oh yes. Ever year they have influence. 
They have always had influence ever since they grew up. 

Mr. Jonas. And they were able to force, in your opinion, in 1951, 
the Bureau of Reclamation to make an unfair, unreasonable wheeling 
agreement as you have characterized it, and contrary to the pub lie 
interest ¢ 

Mr. Lampert. That’s right; yes, the agreement is unfair. They 
were forced into it, either that or nothing. Either no wheeling agree- 
ment or this was it, and they took what they could get. That is our 
considered opinion. 

Mr. Jonas. So I can understand your position then, you say that 
in order for your groups to derive the full benefit to which they are 
entitled of the Shasta power, the wheeling agreement either has to 
be modified 





Mr. Lampert. That's right. 
Mr. Jonas. Or you-have to build the transmission lines yourself or 
the Government has to build them ? 
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Mr. Lampert. Well, under the present setup we don’t think the 
Government is going to build anything. 

Mr. Jonas. Well, under the present setup you are unwilling to 

Mr. Lampert. The temperature is wrong in Washington now for 
anything like that, sir, so we will have to do it, I think, if and provid- 
ing the Secretary will allow us to. 

Mr. Horrman. Providing what ? 

Mr. Lamperr. The Secretary of the Interior will allow us to. 

Mr. Jonas. Of course Congress could require that it be done, 
couldn’t Congress ? 

Mr. Lamperr. They could, I imagine. 

Mr. Jonas. Yes. W ell, it is under sort of different control from 
the administration now, isn’t it ? 

Mr. Lampert. Well, not with the Secretary of the Interior, Douglas 
McKay, sitting and riding high, any more than agriculture isn’t under 
the control of the administration. 

Mr. Jonas. You mean to say he exercises influence on Congress ? 

Mr. Lampert. Who? 

Mr. Jonas. The Secretary of the Interior. 

Mr. Lampert. Do I think he does? 

Mr. Jonas. Yes, sir. 

Mr. Lampert. There is no question about it in my mind. 

Mr. Jonas. You think he dominates the committees of Congress in 
this Congress ? 

Mr. Lampert. I don’t say he dominates them, but he influences 
them, yes. Don’t you! 

Mr. Jonas. No, I havén’t seen any evidence of it. I thought the 
committee chairmen were fighting him all the time. 

Mr. Lampert. Well, they* may fight him, but everything goes 
through that McKay wants. 

Mr. Horrman, A’ Democratic chairman. 

Mr. Jonas. He understands that. You don’t expect the Govern- 
ment to put up the money then to build the transmission lines, and 
you don’t expect a modification of the wheeling agreement, so that 
leaves you with the responsibility of building these transmission lines 
yourself. You are not considering that, or ‘did I understand you to 
say you were considering that ? 

Mr. Lampert. We are considering that, and we are making the 
economic surveys of it now, and if our final survey matures the 
way we think it will, we will organize a corporation for the purpose 
of creating a public district, contracting for the necessary natural 
gas for our steam plant. 

Mr. Jonas. And build the transmission lines yourself ? 

Mr. Lampert. Yes. We get interest-free money, don’t you see. We 
are going to get interest-free money. 

Mr. Jonas. I would like to find out how that is done. 

Mr. Lampert. Well, sir, I will tell you. I will let you in on the 
secret of just exactly how it is done. You can do it back in North 
Carolina. 

Form a public district and sell bonds, because they are tax free, 
and that is how we get our money in California and can get our money 
in California. That is why we believe that we can finanee and 
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Mr. Jonas. You mean you don’t have to pay interest on those bonds 
yourself ? 
~ Mr. Lamperr. Oh, we pay interest on the bonds. 

Mr. Jonas. That’s what I thought. 

Mr. Lampert. But the bonds are sold in the market at a low price 
because they are tax free. We have—— 

Mr. Jonas. But you have to pay interest on them ? 

Mr. Lamperr. Oh surely, but the interest we pay is so small com- 
pared- 

Mr. Jonas. I don’t have enough money to buy any of these tax-free 
bonds. That is the only way I could make any money out of that deal. 

Mr. Lampert. You know, that is the trouble with a lot of us. We 
would all like to own them. 

Mr. Jonas. But you didn’t mean to say you wouldn’t pay interest 
on them / 

Mr. Lampert. Oh, no. 

Mr. Jonas. That is all, Mr. Lambert. 

Mr. Horrman. Am I correct then in assuming that it is your con- 
tention that you can form—what do you call it, kind of a district ? 

Mr. Lampert. Public utility district. 

Mr. Horrman. Then sell bonds ? 

Mr. Lampert. That’s right. 

Mr. Horraan. And make money at it? 

Mr. Lampert. Make money by selling bonds or what ? 

Mr, Horrman. By operating the plant. 

Mr. Lamperr. Oh, there is no question about it. We will be able 
to operate the plant and reduce our costs. I have’t got the figure at 
this time. We haven't arrived at it, but I would say it would be 
about—— 

Mr. Horrman. I don’t care about the amount. You just make a 
profit ? 

Mr. Lampert. Yes: we make a profit. 

Mr. Horrman. And sell the power at a reasonable rate to the con- 
sumers ¢ 

Mr. Lampert. Sell it at cost. We sell power at cost, public utility 
districts do. There is no profit in them. 

Mr. Horrman. If you sell it at cost, how does anybody make any 
money / 

Mr. Lampert. They make it in the use of the power, sir. 

Mr. Horrman. I give up. I won't try to go into that. In the 
interest of time I giveup. I don’t want an answer. 

Mr. Cuuporr. That is your privilege. Mr. Hoffman doesn’t want 
you to answer the question. Aren’t you through ? 

Mr. Horrman. No; only because I want to save a little time, that 
was all. 

Then you don’t need any public money, do you, any Federal money, 
I mean / 

Mr. Lamper. Which question am I going to answer now, the last 
question you asked / 

Mr. Horrman. To put this program you spoke about into effect, 
do you need Federal funds? 

Mr. Lampert. Do we need them? 

Mr. Horrman. Yes. 
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Mr. Lampert. If the Trinity project—you are familiar with it, 
aren't you ¢ 

Mr. Horrman. Oh, no. 

Mr. Lampert. You don’t know anything about the Trinity project 
authorized by Congress ¢ 

(Discussion off the record.) 

Mr. Lampert. Let me put it this way. There is a project, sir. 

Mr. Horrman. Let’s forget it. I'll waive the question. 

Mr. Cuuporr. Are you through now, Mr. Hoffman? 

Mr. Horrman. No. 

Mr. Cuuporr. I think in the interest of conserving time, if vou 
ask the question, argue with the witness, then waive the question, 
that consumes time, so why don’t you just ask the questions you 
want him to answer. 

Mr. Horrman, I do, but he doesn’t answer them, he wants to start 
an argument. 

Mr. Cuuporr. He doesn’t answer them the way you want them 
answered ¢ 

Mr. Horrman. No, no, he doesn’t answer them at all. Just listen a 
minute. I have consumed very little time this morning, and I don’t 
intend to consume much, but I want the privilege of going ahead 
without being interrupted and of having a question either answered 
or the privilege of withdrawing it; is that clear? 

Mr. Cuuporr. Mr. Hoffman, you go right ahead. I don’t want 
you to conserve any time for me. 

Mr. Horrman. You said that you worked on a contingent-fee 
basis ? 

Mr. Lampert. That’s right. 

Mr. Horrman. Tell us, is that for a percentage-contingent fee or 
for a fixed sum in connection with some project if you are successful ? 

Mr. Lampert. Well, it depends on what the class of work is. 

Mr. Horrman. Give us a typical one? 

Mr. Lampert. Well, in financing or refinancing public districts, I 
received and have made it a rule to charge $5,000 for the first 
$100,000 of saving. 

Mr. Horrman. Of saving to whom ? 

Mr. Lampert. To the public district that I represent. 

Mr. Horrman. How do you save them? 

Mr. Lampert. Refinancing, reducing their costs. 

Mr. Horrman. Getting money from the Federal Government ? 

Mr. Lampert. Not necessarily the Federal Government. Refinanc- 
ing means that I reduce the costs to the district, and whatever I re- 
duce the cost to them, I get the benefit of it on a contingent-fee basis, 
to wit, I get $5,000 for the first $100,000 saving and 2 percent there- 
after. 

Sometimes my fee runs eighteen, twenty. or twenty-five thousand 
dollars, and sometimes I work 8, 10, or 12 years to accomplish it, and 
sometimes I don’t accomplish it at all, and I lose all of my expenses and 
all of my time and energy. 

Mr. Horrman. And you sometimes work for—— 

Mr. Lampert. Nothing. 

Mr. Horrman. What question were you answering then? 

Mr. Lampert. The last question you asked. 

Mr. Horrman. I hadn’t finished. 
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Mr. Lamperr. All right, I withdraw the answer, sir. 
Mr. Horrman. That’s fine. Now you are getting somewhere. Do 


you sometimes work for a fixed lump-sum contingent fee 


Mr. LAmperr. | am trying to think. I don’t recall now ever col- 
lecting a lump sum particularly by contract, by agreement ; no. 

Mr. Horrman. Contingent fee / 

Mr. Lampert. That’s right, I don’t think so. 

Mr. Horrman. Are you registered as a lobbyist ? 

Mr. Lampert. No, sir. 

Mr. Horrman. Is it your understanding that you have the right to, 
in spite of the legislation enacted by Congress, to act as a lobbyist 
without registe ring! 

Mr. Lamperr. Well, I have inquired when I go to Washington, I 
have inquired of the legislature and they have said I don’t come 
under the class of lobbyists. 

Mr. HorrmMan. Even though you receive fees for your lobbying 
activities ? 

Mr. Lamperr. I don’t receive them as fees. I receive them in 
connection— 

Mr. Horrman. How about this $18,000 you got ? 

Mr. Lampert. I do that in accomplishing something. There are 
many things besides lobbying. Legislation is only a part of the 
whole picture. Therefore, I am not a lobbyist in the terms of the reg- 
istration. That is what I am told, I don’t know, and I am told by the 
proper authorities in Washington and Sacramento, so I don’t know. 

Mr. Horrman. You understand you are a lobbyist, don’t you / 

Mr. Lampert. I understand that the work I do is lobbying work in 
connection with my other work, but only as a part of it and not as a 
whole. 

Mr. Horrman. And you receive a fee for that lobbying work, 
don’t you. 

Mr. Lampert. | receive a fee for my accomplishment of the purpose 
for which I am there. That accomplishment may have many ramifi- 
cations and does, of course. It is only a part of the whole. 

Mr. Horrman. But you have never registered under the Federal 
law as a lobbyist ? 

Mr. Lampert. That’s right, sir. 

Mr. Horrman. That is all, Mr. Chairman. 

Mr. Cuuporr. I have no further questions. Your statement will 
be incorporated at this point. Thank you, Mr. Lambert. 

Mr. Lampert. Thank you, gentlemen, for your time. 

(The statement referred to is as follows:) 


STATEMENT OF CHARLES F. LAMBERT, REPRESENTING THE Upper SACRAMENTO 
VALLEY WATER ASSOCIATION, WILLOWS, CALIF. 


Mr. Chairman and gentlemen of the committee, with reference to the pub- 
lished notice of your chairman calling a public hearing of your committee to be 
held in room 261, Post Office and Courthouse Building, Seventh and Mission 
Streets, San Francisco, September 13 and 14, 1955, for the purpose of hearing 
testimony regarding problems which the northern California and Oregon muni- 
cipalities and cooperatives are having with the Department of the Interior and 
the Rural Electrification Administration on electric power matters, your witness 
respectfully submits the following: 

The Anderson-Cottonwood Irrigation District, Glenn-Colusa Irrigation Dis- 
trict, Jacinto Irrigation District, Prov ident Irrigation District, Compton-Delevan 
Irrigation District, Princeton-Codora-Glenn Irrigation District and Maxwell 
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Irrigation District, all public districts organized under State law, are organized 
as an association under the name of Upper Sacramento Valley Water Association. 

The interests of the members of our association are similar, with the excep- 
tion of the Anderson-Cottonwood District which supplies a portion of its lands 
by gravity water, all are dependent upon electric power for pumping irrigation 
water from the Sacramento River. 

Only the Glenn-Colusa and Provident Irrigation Districts were able to nego- 
tiate electric power contracts with the United States Bureau of Reclamation 
and these two districts were limited in receiving Bureau power to its two main 
pumping plants on the Sacramento River. All other districts were denied 
participation in the benefits of Shasta public power because of what the Bureau 
calls the wheeling arrangement with the Pacific Gas & Electric Co. The Glenn- 
Colusa District and Provident District because of this same wheeling arrange- 
ment were denied the benefits of public power to the extent of having to pay 
Pacific Gas & Electric power rated for 6.8 percent of the power demand in the 
case of the Glenn-Colusa and 34.5 percent of the power demand of the Provident 
district. 

We understand that the Pacific Gas & Electric Co. wrote the terms and con- 
ditions of the so-called wheeling arrangement; that the arrangement was upon 
a take-it-or-leave-it basis, and we are told that we should be thankful for the 
crumbs that the Pacific Gas & Electric Co. let fall from their power table: that 
only through their benevolence and public spirit were we allowed to participate 
in any of the public power generated at Shasta by the United States Bureau of 
Reclamation. 

To make effective the public law re the furnishing of electric energy to public 
agencies it is quite obvious in the experience of our Sacramento Valley irrigation 
districts that the Bureau is controlled by the power company in exactly the same 
manner that the power company writes its own power rates and regulations 
through the control of State agencies created by State law to control power rates. 


ANALYSIS OF PROVIDENT DISTRICT POWER COST VERSUS P. G. & E. POWER COST, 
SEASON 1954 


The Provident district pumped water at an average lift of 19.5 feet from the 
Sacramento River, using 1,188,104 kilowatt-hours of power from the United 
States Bureau of Reclamation; the district pumped water from drainage chan- 
nels with an average lift of 7 feet using 624,244 kilowatt-hours of power from 
the Pacific Gas & Electric. 

Total cost to district for all power was $12,914.60, of which 41.4 percent or 
$5,556.43 represented Bureau’s payment which amount included an item charged 
for transmission of $572.88 or 10.8 percent of the total amount paid for Bureau 
power, and overall cost of $0.0045 per kilowatt-hour. 

Pacific Gas & Electric payments represented 58.6 percent, or $7,578.17, an 
overall cost of $0.0121 per kilowatt-hour. 

Bureau power pumped 86,577 acre-feet of water, an average of 19.5 feet at 
$0.146 per acre-foot, or $0.0075 per acre-foot per foot of lift. 

Pacific Gas & Electric power pumped 34,598 acre-feet of water, an average 
7 feet at a cost of $0.219 per acre-foot, or $0.051 per acre-foot per foot of lift. 

Nore.—The amount of payments to Bureau should be decreased 10.8 percent 
charged by the Bureau for power transmission. 


GLENN-COLUSA DISTRICT, 1954 
United States Bureau power, 7,578,300 kilowatt-hours 
Payments to Bureau (including 10.8 percent for transmission), $38,216.80 
Cost per kilowatt-hour, $0.0050438 
Percent of power demand, 78.6 
Pacific Gas & Electric power, 552,875 kilowatt-hours 
Payments to Pacific Gas & Electric, $10,411,68 
Cost per kilowatt-hour, $0.01886 
Percent of power demand, 21.4 


PRINCETON-CODORA-GLENN DISTRICT 
Attached copy of contract with Pacific Gas & Electrie Co. dated July 31, 1953, 
together with letter of transmittal signed by the secretary and attorney of the 
district, Mr. Clyde H. Larimer. 
NoTe.~ -Capitalized paragraph 4, the rate 80.0073 per kilowatt-hour. 
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Note.—Capitalized paragraph 7 which is self-explanatory and easily under- 
stood by anyone who understands Pacific Gas & Electric control. 

Nore.—Capitalized paragraph 9 is also self-explanatory; it explains why a 
power company must control regulatory rate-fixing agencies, both State and 
Federal. 

Nore.—The so-called wheeling arrangement forced the district to cancel its 
negotiated contract of December 19, 1952, with the United States Bureau of 
Reclamation and accept in lieu the contract above set forth. 

We respectfully submit that the wheeling arrangement between the United 
States Bureau of Reclamation and the Pacific Gas & Electric Co. is unfair, 
unjust, and contrary to the intent of the public law governing the marketing 
of electric power generated at the public cost by the Bureau of Reclamation. 

The power company dominating this power field is without competition—the 
wheeling arrangement is under power-company control—the profits of public 
generated power are drained into the treasury of the power company. Public 
districts, public entities are, with the consent of the power company, only in 
rare instances allowed to participate in public power benefits and then only 
in limited amount. 

Respectfully submitted. 

CuaAs. F. LAMBERT, 
Representing Upper Sacramento Valley Water Association. 


THIS AGREEMENT made by and between Pacrric GAS AND ELEcTRIC COMPANY, 2 
California corporation, hereinafter called Pacific, and PrrncEron-Copora-GLENN 
IRRIGATION District, a California irrigation district, hereinafter called District, 

WITNESSETH that: 

1. Pacific hereby promises to sell and deliver to District and District hereby 
promises to purchase from Pacific during the term hereof all of the electric 
energy which shall be required for the operation of District’s 2 pumping plants 
and in the conduct of District's business upon District’s premises, 1 situated 
near Sidds Landing, in the County of Glenn, and the other situated approximately 
one-half mile north of Princeton, in the County of Colusa, State of Califorinia, 
all in accordance with the rules and regulations of Pacific duly and regularly 
established from time to time by or under authority or law and on file with 
the Public Utilities Commission of the State of California, and relating to the 
furnishing by Pacific of electric service. 

2. All electric energy to be delivered and received at each point of delivery 
pursuant to the provisions of this contract shall be what is commonly designated 
as three phase, sixty cycle, alternating current, and shall be delivered and 
metered at an electro-motive force of approximately 480 volts, slight variations 
in frequency and electro-motive force to be allowed. 

3. All electric energy which shall be delivered by Pacific to District under the 
provisions of this contract shall be paid for monthly by District at any established 
office of Pacific upon presentation to District of a bill therefor. 

$. SUCH ENERGY SHALL BE SOLD BY PACIFIC AND DELIVERED TO AND PAID FOR BY 

DISTRICT AT THE RATE OF 7.3 MILLS (8.0073) PER KILOWATT-HOUR AS METERED 

HEREUNDER AT 2 POINTS OF DELIVERY. 

5. District agrees that the rated capacity of the electrical machinery and 
apparatus installed for operation and thereafter operated hereunder during the 
term hereof shall be 1,150 horsepower. 

6. All electric energy furnished hereunder shall be delivered by Pacific to 

District at the points where wires owned, leased or under license by District 
contact Pacifie’s wires, but for the convenience of the parties hereto said electric 
energy may be transformed and/or metered at such locations on the District’s 
side of said points of delivery as shall be mutually agreed upon between Pacific 
and District. 
7. THE TERM HEREOF SHALL COMMENCE ON MARCH 2, 1953, AND SHALL CONTINUE 
THEREAFTER FOR FIVE (5) YEARS AND THEREAFTER UNTIL TERMINATED BY NINETY 
(90) DAYS’ WRITTEN NOTICE GIVEN BY EITHER PARTY TO THE OTHER OF THE DESIRE 
FOR SUCH TERMINATION; PROVIDED, THAT IF DISTRICT ACCEPTS ELECTRIC SERVIC! 
UNDER THE PROVISIONS OF THAT CERTAIN CONTRACT ENTERED INTO BETWEEN THE 
UNITED STATES OF AMERICA AND DISTRICT ON DECEMBER 19, 1952, THIS CONTRACT 
SHALL THEREUPON TERMINATE AND DISTRICT SHALL REIMBURSE PACIFIC IN AN 
AMOUNT EQUAL TO THE DIFFERENCE BETWEEN THE TOTAL AMOUNT BILLED FOR ALI 
SERVICES FURNISHED HEREUNDER AND THE AMOUNT WHICH WOULD HAVE BEEN BILLED 
THEREFOR UNDER PACIFIC’S APPLICABLE STANDARD RATE SCHEDULE HAD THIS CON- 
TRACT NOT BEEN ENTERED INTO. 
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S. This contract upon the effective date as hereinbefore provided shall cancel 
and supersede that certain contract entered into by and between Pacific and 
District, bearing date of April 1, 1952, and any other contracts, either oral or 
written, which were in effect up to the date of execution hereof between Pacific 
and District, and relating to the purchase and sale of electric energy for use at 
District’s said plants. 

9. THIS CONTRACT SHALL AT ALL TIMES BE SUBJECT TO SUCH CHANGES OR MODI- 
FICATIONS BY THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA AS 
SAID COMMISSION MAY, FROM TIME TO TIME, DIRECT IN THE EXERCISE OF ITS JURIS- 
DICTION. 

IN WITNESS WHEREOF the parties hereto have executed these presents this 31st 
day of July, 1953. 

Paciric GAS AND ELEcTRIC COMPANY, 


By ——— ———__, 
Its Vice President and General Manager. 
and by ————- ——_—., 


Its Secretary. 
PRINCETON-CODORA-GLENN IRRIGATION District, 
By ——— ——~, 
Its President. 
and by -- " 
Its Secretary. 


PRINCETON—CopORA—GLENN IRRIGATION DISTRICT 


Princeton, Calif., October 5, 1954. 
Re Pacific Gas & Electric Co. Princeton-Codora—Glenn Agreement 
PROVIDENT IRRIGATION DISTRICT, 
Willows, Calif. 
(Attention: T. E. Balch.) 
Dear Tom: I enclose herewith a copy of our agreement with Pacific Gas & 
klectrie Co. 
Very truly yours, 
CLYDE H. LARIMER, 
Secretary and Attorney. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(14-06-200-175 ) 


CONTRACT FOR SALE OF ELECTRIC POWER AND ENERGY TO COLORADO RIVER 
COMMISSION OF NEVADA 


INDEX 
Article 
Preamble. 
1. Electric Service to be Furnished. 
2. Substitution of Power Supply. 
38. Schedule of Rates. 
4. Resale of Electric Power and Energy. 


Term of Contract. 

General Power Contract Provisions. 
Signature Clause. 

Rate Schedule R2-F2. 

General Power Contract Provisions. 


—-e 


THIS CONTRACT, made on this 15th day of September 1952, in pursuance of the 
Act of Congress approved June 17, 1902 (32 Stat. 388), and acts amendatory 
thereof or supplementary thereto, and particularly pursuant to the Act of 
Congress approved August 26, 1937 (50 Stat. 844), as amended, and the Act of 
Congress approved August 4, 1939 (53 Stat. 1187), as amended, between THE 
UNIrep STATES OF AMERICA, hereinafter called the United States, represented 
by the officer executing this contract, his duly appointed successor or his duly 
authorized representative, hereinafter called the Contracting Officer, and the 
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COLORADO RIVER COMMISSION OF NEVADA, a public body organized, created, and 
existing under and by virtue of the laws of the State of Nevada, acting herein 
on its own behalf and for and on behalf of the State of Nevada, hereinafter 
‘alled the Contractor, its successors and assigns; 

WITNESSETH, THAT: 

In consideration of the mutual covenants herein set forth, the parties agree 
as follows: 

ELECTRIC SERVICE TO BE FURNISHED 


1. (a) The United States under the terms and conditions stipulated herein, 
will furnish electric power and energy to the Contractor, from and after the 
date of initial service as hereinafter defined, at the Tracy Switchyard of the 
Central Valley Project of the Bureau of Reclamation located near Tracy, 
California, or at such other point or points as may be agreed upon by the parties. 

(b) The electric power and energy involved hereunder will be delivered 
to the Contractor at a nominal delivery voltage of 280,000 volts and will be 
measured at the point or points of delivery at 230,000 volts. The electric 
energy will be delivered in the amounts provided for herein up to maximum 
rates of delivery, hereinafter called the contract rates of delivery, of 30,000 
kilowatts for use in the Las Vegas area and 3,000 kilowatts for use in the 
Reno area, subject, however, to the following exceptions and conditions: 

(i) Upon written notice given by the Contractor to the Contracting 
Officer, not less than 30 days in advance of the date of initial service, as 
herein defined, the contract rates of delivery for each area for the 12-month 
period following such date of initial service, may be reduced by not more 
than 50 percent. 

(ii) Upon written notice given by the Contractor to the Contracting 
Officer not less than 30 days in advance of the first anniversary of the 
date of initial service, as herein defined, the contract rates of delivery 
as established in (b) above for each area may be reduced by not more than 
25 percent for the 12-month period following such anniversary date. 

(iii) Prior to the beginning of the third year of service hereunder, the 
Contractor will advise the United States of the highest 30-minute integrated 
demand established for each area hereunder. If the highest 30-minute 
integrated demand during the first two years is less than 30,000 kilowatts 
for the Las Vegas area and 3,000 kilowatts for the Reno area, then the 
respective contract rates of delivery hereunder for the third and subsequent 
years shall be said highest 30-minute integrated demand established for 
each area during the first two years. 

(iiii) In the event any of the power and energy furnished hereunder be 
resold by the Contractor to a customer not entitled to a preference under the 
Reclamation Project Act of 1939 (53 Stat. 1187), and such customer resells 
such power and energy, the Contracting Officer, in his sole discretion, and 
upon not less than 30 days’ advance written notice to the Contractor, may 
reduce the then existing applicable contract rate of delivery by the amount 
required to serve such non-preference resale customers. 

(c) The obligation of the United States to provide energy to be associated at 
any time with the rate of delivery to the Contractor shall be limited to the 
sumounts set forth in the following table: 


Kilowatt-hours per kilowatt 


ONG 160 I ok ek 
Pepreary.._.<...= _. 140 TANI shone es douse ek _ 5DO 
PIORCR. cn swed com __. 140 September__________ 160 
TN Ne ia cance ncn ca 140 COR a ccc fects 2900 
evn hatete eka . 140 November. .....i.«. 240 
Bee sage 200 December _._.._.__ 120 


The use of greater amounts of energy may be permitted by the Contracting 
Officer. 


SUBSTITUTION OF POWER SUPPLY 


2. At any time during the existence of this contract, the United States, with 
the approval of the Contractor, may substitute an alternate source of supply for 
the power provided for hereunder. 
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SCHEDULE OF RATES 


3. The Contractor shall pay for the electric service furnished hereunder in 
accordance with the rates, charges and conditions set out in Rate Schedule R2-F2, 
attached hereto and made a part hereof. 


RESALE OF ELECTRIC POWER AND ENERGY 


1. (a) The Contractor will cooperate with the United States in promoting 
the widespread and abundant use of electric power and energy, and in order to 
encourage greater use of electric power by domestic consumers and to promote 
increased Commercial and industrial uses, it will be the primary objective of the 
parties hereto to make electric service available to the consumers at the lowest 
possible rates consistent with sound business principles. 

(b) The Contractor shall, in selling the power and energy delivered hereunder, 
give preference to municipalities and other public corporations or agencies 
and to cooperatives and other nonprofit organizations financed in whole or in 
part by loans made pursuant to the Rural Electrification Act of 1986 and any 
amendment thereof. The Contractor agrees to limit the margin between the 
cost of power and the resale price to its customers to no more than a reasonable 
amount to cover the Contractor's costs of handling the transactions involved. 

(c) It is recognized that the Contractor does not propose to operate an electric 
transmission or distribution system itself and that sales may be made to cus- 
tomers which, in turn, resell such electric power and energy. The Contractor, 
prior to executing any contract with such resale customers, shall notify the 
Contracting Officer that negotiations are pending and shall include in any such 
contract such provisions as the Contracting Officer may request to insure ac- 
complishment of the objectives set forth in this Article. Copies of such con- 
tracts shall be furnished to the United States. 

(d) The Contractor shall furnish to the Contracting Officer schedules of the 
current rates and charges for electric power and energy of the Contractor's re 
sale customers. Also, the Contractor will furnish annually to the Contracting 
Oilicer copies of the operating and financial statements of its resale customers. 

(e) If at any time, in the opinion of the United States, the Contractor shall 
fail to comply with the provisions of this Article or a customer of the Contractor 
shall fail to comply with the resale rate provisions of its contract with the 
Contractor, the United States may request the Contractor in writing to revise 
its schedule of rates and charges for electric power and energy or request the 
Contractor to require such customer to revise its schedule of rates and charges 
so as to accomplish the objectives of this Article. In the event the Contractor 
or its resale customers do not within one year after date of such notification by 
the United States revise their schedules of rates and charges, or otherwise 
satisfy the United States that such objectives are being accomplished, the United 
States, if it so elects, may terminate this contract by giving three years’ advance 
written notice of such termination. 


TERM OF CONTRACT 


5. (a) This contract shall become effective on the date of its execution and 
subject to prior termination as otherwise herein provided for shall remain in 
effect until midnight December 31, 1970: Provided, That either party may ter- 
minate this contract on or after December 31, 1962, by notice in writing given 
not less than three years prior to the date of termination specified in such 
notice: Provided, further, That on or before June 1, 1953, the Contractor shall 
submit to the Contracting Officer evidence satisfactorily showing, as conclu- 
sively determined by the Contracting Officer, that the Contractor has entered 
into arrangements necessary for the “wheeling” or ‘transfer’ of the power and 
energy provided for in this contract from the point or points of delivery speci- 
fied herein to points of use within the State of Nevada and to “firm up” such power 
to meet the load factor requirements of the customers of the Contractor. In 
the event such evidence, satisfactory to the Contracting Officer, is not submitted 
by the Contractor prior to June 1, 1953, this contract shall become null and 
void and be of no further force and effect. 

(b) The date of initial service hereunder is defined as the date on which 
the Contractor is ready to receive electric power and energy at the point or 
points of delivery specified herein: Provided, such date shall not be later than 
June 1, 1953. 
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GENERAL POWER CONTRACT PROVISIONS 


6. The General Power Contract Provisions, attached hereto, are hereby made 
a part of this agreement the same as if they had been expressly set forth herein, 
subject to the following exceptions: (a) Article “Q” shall be inoperative for the 
purposes of this contract. (b) The word “first” is stricken from the third line 
of Article “G,” and there is substituted in lieu thereof the word “tenth.” 

IN WITNESS WHEREOF, the parties hereto have caused this contract to be exe- 
cuted the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ Ricuarp L. BoKE, 
Regional Director, Region 2, 
Bureau of Reclamation, Department of the Interior. 
COLORADO RIVER COMMISSION OF NEVADA, 
By /s/ CHARLES H. RUSSELL, Chairman. 
Attest : 
/s/ Don ASHBAUGH, 
Secretary, Colorado River Commission. 
tatified and approved this 28th day of August 1952. 
s/ CHARLES H. RUSSEIL, 
Governor of the State of Nevada. 
Attest: 


/ 


/3s/ JOHN KOONTz, 
Secretary of State. 
Approved as to form: 
/S/ ALAN BIBLE, 
Attorney for Colorado River Commission. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 1 to 14—06—200-175) 


SUPPLEMENT TO CONTRACT FOR SALE OF ELECTRIC POWER AND ENERGY TO COLORADO 
RIVER COMMISSION OF NEVADA 


-* 


THIS CONTRACT SUPPLEMENT, made this 25th day of May, 1953, between THe 
UNITED STATES OF AMERICA, hereinafter called the United States, represented 
by the officer executing this contract supplement, his duly appointed successor 
or his duly authorized representative, herein called the Contracting Officer, 
acting pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), 
and acts amendatory thereof or supplementary thereto, and particularly pur- 
suant to the Act of Congress approved August 26, 1937 (50 Stat. 844), as 
amended, and the Act of Congress approved August 4, 19539 (53 Stat. 1187), as 
amended, and the CoLoraApo RIVER COMMISSION OF NEVADA, a public body organ- 
ized, created, and existing under and by virtue of the laws of the State of 
Nevada, acting herein on its own behalf and for and on behalf of the State of 
Nevada, herein called the Contractor, its successors and assigns; 

WITNESSETH : 

Whereas the United States and the Contractor have entered into a certain 
contract, No. 14-06—-200-175, dated September 15, 1952, herein called the sales 
contract, which provides for the sale and delivery of electric power and energy 
by the United States to the Contractor at Tracy Switchyard of the Central 
Valley Project, Tracy, California; and 

Whereas, the sales contract requires the Contractor, prior to June 1, 1953, 
to submit evidence to the Contracting Officer that the Contractor has made 
arrangements necessary for wheeling and for firming up of the power and 
energy provided for in the sales contract, and requires that the date of initial 
service shall not be later than June 1, 1953; and 

Whereas, the Contractor needs additional time within which to effect said 
arrangements ; 

Now, therefore, in consideration of the mutual promises herein set forth, 
the parties agree: 

1. Article 5 (a) and (b) of the sales contract is hereby amended by striking 
the date June 1, 1953, wherever it may appear and substituting in place thereof 
the date June 1, 1954. 








1002 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


effect. 

3. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract supplement or to any benefit 
that may arise herefrom, but this restriction shall not be construed to extend 
to this contract if made with a corporation or company for its general benefit. 

4. The Contractor warrants that it has not employed any person to solicit or 
secure this contract supplement upon any agreement for a Commission, per- 
centage, brokerage, or contingent fee. Breach of this warranty shall give the 
United States the right to annul this contract supplement or, in its discretion, 
to deduct from the contract supplement price or consideration the amount of 
such commission, percentage, brokerage, or contingent fee, This warranty shall 
not apply to commissions payable by contractors upon contracts or sales secured 
or made through bona fide established commercial or selling agencies maintained 
by the Contractor for the purpose of securing business. 

IN WITNESS WHEREOF, the parties hereto have caused this contract supplement 
to be executed the day and year first above written. 

THE UNITED STATES OF AMERICA, 
: By /s/ R.S. CALLAND, 
Acting Regional Director, Revion 2, Bureau of Reclamation, Departinent 
of the Interio 
COLORADO RIVER COMMISSION OF NEVADA, 
By /s CHARLES H. RUSSELL, Chairman. 


2. In all other respects the sales contract shall remain in full force and 


Attest: 
/8/ Don ASHBAUGH, 
Secretary, Colorado River Commission of Nevada. 
Ratified and approved this 18th day of June. 
/Ss/ CHARLES H. RUSSELL, 
Governor of the State of Nevada. 
Attest: 
/8/ JOHN KOONTz, 
Secretary of State. 
Approved as to form: 
/8/ ALAN BIBLE, 
Attorney for Colorado River Commission. 





UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 2 to 14-06-200—175) 


SUPPLEMENT TO CONTRACT FOR SALE OF ELECTRIC POWER AND ENERGY TO COLORADO 
RIveER COMMISSION OF NEVADA 


THIS CONTRACT SUPPLEMENT, made this 8th day of July, 1954, between THE 
UNITED STATES OF AMERICA, hereinafter called the United States, represented by 
the officer executing this contract supplement, his duly appointed successor or 
his duly authorized representative, herein called the Contracting Officer, acting 
pursuant to the Act of Congress approved June 17, 1902 (82 Stat. 588), and acts 
amendatory thereof or supplementary thereto, and particularly pursuant to the 
Act of Congress approved August 26, 19387 (50 Stat. 844), as amended, and the 
Act of Congress approved August 4, 1939 (53 Stat. 1187), as amended, and the 
COLORADO RIVER COMMISSION OF NEVADA, a public body organized, created, and 
existing under and by virtue of the laws of the State of Nevada, acting herein 
on its own behalf and for and on behalf of the State of Nevada, herein called the 
Contractor, its successors and assigns; 

WITNESSETH : 

Whereas the United States and the Contractor has entered into a certain 
contract, No. 14-06-200-175, dated September 15, 1952, as supplemented, herein 
called the sales contract, which provides for the sale and delivery of electric 
power and energy by the United States to the Contractor at Tracy Switchyard 
of the Central Valley Project, Tracy, California ; and 

Whereas the sales contract requires the Contractor, prior to June 1, 1954, to 
submit evidence to the Contracting Officer that the Contractor has made arrange- 
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ments necessary for wheeling and for firming up of the power and energy pro- 
vided for in the sales contract, and requires that the date of initial service shall 
not be later than June 1, 1954; and 

Whereas the Contractor needs additional time within which to effect said 
arrangements ; 

Now, therefore, in consideration of the mutual promises herein set forth, the 
parties agree: 

1. Article 5 (a) and (b) of the sales contract is hereby amended by striking 
the date June 1, 1954, wherever it may appear and substituting in place thereof 
the date June 1, 1955. 

2. In all other respects the sales contract shall remain in full foree and effect. 

3. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract supplement or to any benefit that 
may arise herefrom, but this restriction shall not be construed to extend to 
this contract if made with a corporation or company for its general benefit. 

4. The Contractor warrants that it has not employed any person to solicit or 
secure this contract supplement upon any agreement for a commission, percentage, 
brokerage, or contingent fee. Breach of this warranty shall give the United 
States the right to annul this contract supplement or, in its discretion, to deduct 
from the contract supplement price or consideration the amount of such com- 
mission, percentage, brokerage, or contingent fee. This warranty shall not apply 
to commissions payable by contractors upon contracts or sales secured or made 
through bona fide established commercial or selling agencies maintained by the 
Contractor for the purpose of securing business. 

IN WITNESS WHEREOF, the parties hereto have caused this contract supplement 
to be executed the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s R. S. CALLAND, 
Acting Regional Director, Region 2, 
Bureau of Reclamation, Department of the Interior. 


Approved as to Legal Form and Sufficiency. 
/s/ ¥E.K. Davis, Attorney. 
COLORADO RIVER COMMISSION OF NEVADA, 
By /s/ CHARLES H. RUSSELL, Chairman, 
Attest: 
/s/ Dorean H. REIvE, 
Acting Seerctary, Colorado River Commission of Nevada, 


Ratified and approved this 26th day of August 1954. 
s/ CHARLES H. RUSSELL, 
Governor of the State of Nevada. 
Attest: 
JOHN Kcontz, Secretary of State. 
By /s Murti LIrrierieLp, Deputy. 
Approved as to form: 
s ALAN BIBLE, 
Attorney for Colorado River Commission. 


RESOLUTION APPROVING SUPPLEMENT TO SHASTA POWER CONTRACT 


STATE OF NEVADA, 
County of Clark, 8s: 

Dorean H. Reive, the duly appointed and Acting Secretary of the Colorado 
River Commission of Nevada deposes and says that: 

On the 26th day of August 1954, at a full meeting of said Commission, a docu- 
ment entitled “Supplement Number 2 to Original Document Number 14—06-200- 
175, Supplement to Contract for Sale of Electric Power and Energy to the Colo- 
rado River Commission of Nevada,” extending the so-called Shasta Power Con- 
tract until June 1, 1955, was read by the Secretary. 

After discussion and upon motion by Mr. J. H. Buehler seconded by Mr. H. R. 
Rowland, the following resolution was unanimously passed: 

“Resolved, That Supplement Number 2 to Contract for Sale of Electric Power 
and Energy to the Colorado River Commission of Nevada, Symbol 14—06—200-175, 








1004 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


extending the so-called Shasta Power Contract until June 1, 1955 be and the 
same is hereby approved.” 

Dated at Henderson, Nevada, this 26th day of August 1954. 

{S] Dorean H. REIVvE, 
Acting Secretary, Colorado River Commission of Nevada. 
STATE OF NEVADA, 
County of Clark, ss: 

On this 26th day of August 1954, personally appeared before me, the under- 
signed, a Notary Public in and for said County and State, Dorean H. Reive, 
known to me to be the Acting Secretary of the Colorado River Commission of 
Nevada, who executed the foregoing instrument, and who acknowledged to me 
that she executed the same freely and voluntarily and for the uses and pur- 
poses herein mentioned. 

IN WITNESS WHEREOF, I have hereunto signed my name and aflixed my official 
seal of office the day and year first above written. 

[OFFICIAL NOTARY SEAL] [S] Frank A. ScHRECK, 

Notary Public in and for said County and State. 


My Commission Expires April 8, 1956. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington 25, D. C., August 19, 1955. 
Mr. ARTHUR PERLMAN, 
Staff Director, Subcommittee on Public Works and Resources, 
Old House Office Building, 
Washington 25, D.C. 
(Attention: Mr. James A. Lanigan. ) 

My Drar Mr. PERLMAN: In response to your request, we are enclosing a copy 
of the Pacific Gas & Electric Co. wheeling contract, a copy of the contract with 
the Colorado River Commission of Nevada (both including supplements), a list 
of preference customers of the Central Valley project served by wheeling over 
the Pacific Gas & Electric Co. transmission system, and a copy of the June 
1955 P. O. and M. report which shows sales on the Central Valley project for 
tiscal year ended June 30, 1955. 

If you need any further data or information on these matters, please do not 
hesitate to call on us. 

Sincerely yours, 
E. G. NIELSEN, 
Assistant Commissioner. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECREATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


CoNTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR THE SALE OF 
KLECTRIC POWER AND ENERGY 


INDEX 

Article No. 

1. Preamble. 

2-8. Explanatory Recitals. 

Y. Detinitions. 

iv. Electric Power and Energy to be Supplied by the United States. 
11. Integrated Operation of Electric Systems. 

iz. Klectric Power and Energy to be Supplied by the Contractor. 
ij. Payments for Electric Power and Energy. 

t. Redetermination of Project Dependable Capacity. 
15. Stored Energy. 
16. Adjustment for Losses. 

17. Deliveries of Blectric Power and Energy. 

1s. Voltage and Power Factor. 
10. Standby Service. 
-0. Measurement of Electric Power and Energy. 
21. Exchange of Operating Information. 
Ye. Uncontrollable Forces. 
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23. Continuity of Electric Service. 

24. Facilities. 

25. License to the United States to Install and Operate Facilities. 
26. License to the Contractor to Install and Operate Facilities. 
27. Cooperation of Contracting Parties. 

28. Provisions Relative to Employment. 

29. Officials Not To Benefit. 

320. Covenant Against Contingent Fees. 

51. Transfer of Interest in Contract by the Contractor. 

32. Contingent upon Appropriations. 

33. Notices. 

34. Waivers. 

35. Cancellation. 

36. Publie Utilities Commission. 

37. Term of Contract. 

oS. Agreements Superseded. 


1. THIs conTRACT, made this 3rd day of October, 1951, between Tue UNITED 
STATES oF AMERICA, hereinafter called the United States, acting pursuant to the 
Act of Congress approved June 17, 1902 (32 Stat. 38S), the Act of Congress 
approved August 26, 1987 (50 Stat. 850) and the Act of Congress approved August 
4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary thereto, 
hereinafter referred to as the Reclamation Law, and Pactric GAS AND ELecrric 
CoMPANY, a corporation organized and existing under and by virtue of the laws 
of the State of California, hereinafter called the Contractor, 

WITNESSETH : 

2. Whereas the Contractor is engaged in the business of generating, transmit- 
ting and distributing electric power and energy in Northern and Central Cali- 
fornia: and 

3. Whereas the United States has constructed, as part of the Central Valley 
Project, Shasta and Keswick power plants located respectively at and near Shasta 
Dam on the Sacramento River, California, and proposes to construct the Folsom 
and Nimbus power plants located respectively at and near Folsom Dam, which is 
now under construction on the American River, California: and 

4. Whereas the United States is constructing a switchyard near Tracy, Cali- 
fornia, and 230-kilovolt transmission lines from Shasta and Keswick plants to 
said Tracy switchyard: and 

5. Whereas the United States and the Contractor have entered into a contract 
(No. 175r-1595) dated December 21, 1948 for the sale by the United Siates of 
power and energy to the Contractor, and a contract (No. [75r-1631) dated Febra 
ary 17, 1949 for storage by the United States of energy in Shasta reservoir for the 
account of the Contractor: and 

6. Whereas the United States and the Contractor have entered into a contract 
(No 1751-2650) dated April 2, 1951, whereby the Contractor will accept de ivery 
of power and energy from the United States into the Contractor’s electric svstem 
and in return will make delivery of power and energy to the United States and its: 
Customers: and 

7. Whereas the parties desire to enter into a new contract for the sale by the 
United States to the Contractor of Central Valley Project hydroelectric power and 
energy not required for the use of the United States and its Customers, and for 
coordination and integration of the electric systems of the United States and the 
Contractor, which contract will complement Contract No. 175r—2650 and supersede 
Contract No. [75r—1595 and Contract No. [75r—-1631: 

8. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 


DEFINITIONS 


9. Wherever used herein, the following terms shall have the respective mean- 
ings set opposite thereto: 

(a) Project.—The Central Valley Project, California, as now or hereafter 
authorized by the Congress of the United States, or pursuant to Acts 
thereof. 

(b) Project Plants.—Hydroelectric nowerplants now or hereafter author- 
ized as part of the Project by the Coagress of the United States, or pur- 
suant to Acts thereof. 


71597—56—_65 
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(c) Customers.—Customers of the United States (including those served 
under Contract No, 175r—2650) other than the Contractor. 

(d) Preference Customers.—Customers entitled to preference under the 
Reclamation Law. 

(e) Contractor's Peak Load Period.—The period between 7:00 a. m. and 
10:00 p. m. on any day except Sundays and the following holidays: New 
Year’s Day, Washington’s Birthday, Decoration Day, Independence Day, 
Labor Day, Armistice Day, Thanksgiving Day, and Christmas Day. 

(f) Marimum Demand.—The maximum simultaneous 30-minute average 
power demand. 

(zg) Project Pumping Load.—The power and energy required by loads of 
Project pumping plants owned and controlled by the United States. 

(h) Project Dependable Capacity.—The lowest power capacity which it 
is estimated (1) will be available in any month from Project Plants under 
the most adverse streamflow conditions of record (assumed to be 1930-1933 
until more adverse conditions occur), after excluding the estimated capa- 
city required for Project Pumping Load during the Contractor’s Peak Load 
Period, and (2) will be supported by the amounts of energy prescribed in 
Article 10 (c), after excluding the estimated energy required for Project 
Pumping Load. Project Dependable Capacity shall be determined in ac- 
cordance with the methods used in the study relating thereto prepared by 
the Bureau of Reclamation, dated July 30, 1951. Project Dependable Capa- 
city shall be 300,000 kilowatts unless and until changed as provided in 
Article 14. 

(i) Firm Load.—The power and energy required by loads of the United 
States and its Customers which the United States gives notice pursuant to 
Article 21 (b) are to be served from Project Dependable Capacity or from 
capacity furnished to the United States pursuant to Article 12 (a). 

(j) Supported Firm Load.—That portion of Firm Load consisting of loads 
described in Article 12 (b) (3). 

(k) Contract Dependable Capacity.—The capacity remaining each month 
after deducting from Project Dependable Capacity the Maximum Demand of 
Firm Load occurring during the Contractor’s Peak Load Period in any of 
the twelve months ending with the month for which Contract Dependable 
Capacity is being determined; provided, that there shall be excluded from 
such Maximum Demand any part thereof that may be agreed upon in ad- 
vance by the parties. 

(1) Non-Dependable Capacity.—The capacity of Project Plants which is 
available in any month in addition to Project Dependable Capacity. 

(m) Contracting Oficer.—The officer executing this agreement on behalf 
of the United States, his duly appointed successor or his duly authorized 
representative. 

(n) Construction Contractors.—Contractors engaged in the construction 
of Bureau of Reclamation projects or parts thereof or any development 
which has been authorized to be added to the Project. 


ELECTRIC POWER AND ENERGY TO BE SUPPLIED BY THE UNITED STATES 


10 (a) The United States shall make available to the Contractor, and the 
Contractor shall pay for at the rate provided in Article 13 (a), the Contract 
Dependable Capacity. 

(b) The United States shall make available to the Contractor all Non-Depend- 
able Capacity which the United States does not require for service to Federal 
agencies, including the Bureau of Reclamation, and Construction Contractors: 
provided that the United States may withdraw any part of such Non-Dependable 
Capacity for sale to Preference Customers upon three (3) years’ advance notice 
in writing to the Contractor. The Contractor shall pay for at the rate provided 
in Article 13 (a) the amount or amounts of Non-Dependable Capacity which, 
together with the related amount of energy prescribed in subdivision (c) below, 
are made available to it upon at least sixty (60) days’ advance notice and which 
continue to be available for not less than five (5) successive calendar months 
and until terminated by the United States upon at least sixty (60) days’ advance 
notice to the Contractor, except as otherwise agreed upon. 

(c) For each kilowatt of Contract Dependable Capacity and each kilowatt of 
Non-Dependable Capacity purchased by the Contractor during any month the 
United States shall deliver to the Contractor hereunder, and the Contractor shall 
receive in such month, energy from Project Piants in not less than the amount 
shown in Table 1 below. 
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TABLE 1.—Kilowatt-hours per kilowatt 
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Any of the monthly amounts shown in the foregoing table may, upon ninety 
(90) days’ advance notice to the Contractor, be reduced up to twenty percent 
20%); provided, that the total shown above for either six (6) months’ period 
shall not be. reduced more than one hundred (100) kilowatt-hours per kilowatt; 
and provided further, that the delivery in any month to maintain the required 
total for each six (6) months’ period shall not exceed the amount shown for 
that month in Table 2 below, except as otherwise agreed upon. 

(d) In the event that the United States desires to furnish to the Contractor 
during any month energy produced at Project Plants in excess of the amount 
shown in Table 1 above, the Contractor, upon reasonable advance notice, shall 
receive such energy ; provided, that if, for each kilowatt of Project Dependable 
Capacity, and each kilowatt of Non-Dependable Capacity purchased by the Con- 
tractor, the number ot kilowatt-hours available from Project Plants exceeds the 
number shown for that month in Table 2 below, the Contractor shall be obligated 
to receive only so much of such excess kilowatt-hours as it can use in its system 
to reduce generation of energy by steam or to reduce purchases of energy from 
others consistently with its contract obligations with others and without impair- 
ing the safe operation of its system, all as determined by the Contractor. 


TABLE 2.—Kilowatt-hours per kilowatt 
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(e) It is understood that the power and energy which the Contractor is 
obligated to receive under this Article shall be in addition to the power and 
energy which the Contractor is obligated to receive under Contract No. [75r—2650, 
subject to the provisions of Article 11. 

(f) The energy, if any, sold by the United States to the Contractor in any 
month shall be the total energy delivered in that month by the United States 
to the Contractor less (1) the energy required to be delivered in that month 
by the United States under Contract No. I75r—2650, and (2) the energy de- 
livered in the same month by the Contractor to the United States at the points 
of interconnection provided for in Article 17. The Contractor shall pay for 
such energy sold to it at the rates provided in Article 13 (a). 


INTEGRATED OPERATION OF ELECTRIC SYSTEMS 


11. For the purpose of developing the full capabilities of Project Plants for 
use in meeting the power requirements of the area, the parties shall operate 
their respective power facilities as follows: 

(a) Within the limits of the water available for release from Project res- 
ervoirs, water release requirements and safe operation of Project facilities, 
all as determined by the Contracting Officer, the United States shall operate 
Project Plants up to the full capabilities thereof in the manner to be scheduled 
from time to time by the Contractor so as best to meet the combined load 
requirements of the parties, as determined by the Contractor. Subject to the 
limitations contained in this subdivision, sufficient energy generation shall be 
scheduled by the Contractor and delivered by the United States each month 
to meet the energy requirements of the United States and is Customers and 
to meet the obligations of the parties under Article 10. 

(b) Whenever the output of Project Plants as so scheduled exceeds the energy 
requirements of the United States and its Customers, such excess shall be de- 
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livered to the Contractor by the United States, subject to the provisions of 
Article 10. 

(c) Whenever the output of Project Plants as so scheduled is insufficient to 
meet the energy requirements of the United States and its Customers, the Con- 
tractor shall deliver to the United States or for its account sufficient energy to 
make up such deficiencies ; provided, that the Contractor shall not be obligated 
to deliver in any month energy (1) at a rate greater than that necessary to 
make the capacity availab'e to the United States and its Customers equal to 
the maximum capacity available from Project Plants in that month, except as 
provided in Article 12 (a), or (2) in an amount greater than that which the 
United States delivers to the Contractor in that month, except as provided in 
Article 12 (b). 


ELECTRIC POWER AND ENERGY TO BE SUPPLIED BY THE CONTRACTOR 


12 (a) If Project Dependable Capacity is reduced pursuant to Article 14, and 
the United States at any time does not have sufficient capacity to supply the 
Maximum Demand of Firm Load, the deficiency in capacity shall be allocated 
to Supported Firm Load in the ratio that the Maximum Demand of such load 
bears to the Maximum Demand of Firm Load at that time. The Contractor 
shall make available to the United States (unless requested not to do so), and 
the United States shall pay for at the rate provided in Article 13 (b), capacity 
necessary to supply the deticiency so allocated to Supported Firm Load as such 
deficiency may occur from time to time, so as to enable the United States to 
serve a Supported Firm Load up to (but not to exceed a Firm Load of) 300,000 
kilowatts or such increased Project Dependable Capacity as may be agreed upon 
pursuant to Article 14 (a) or (b). 

(b) If in any month the energy available from Project Plants (exelusive of 
the energy required for Project Pumping Load) is less than the energy required 
for Firm Load, such deficiency in energy shall be allocated to Supported Firm 
Load in the ratio that the Maximum Demand of such load bears to the Maximum 
Demand of Firm Load in that month. The Contractor shall sell and deliver 
(unless requested not to do so), and the United States shall take and pay for 
at the rate provided in Article 18 (¢), energy up to the amount necessary to 
supply the deticiency so allocated to Supported Firm Load, provided that: 

(1) The accumulated total of all energy sold by the Contractor hereunder 
from the effective Gate of this contract shall not at any time exceed the 
corresponding accumulated total of energy sold to the Contractor hereunder ; 

(2) Such energy shall be deliverec to the United States to support Firm 
Loud having a Maximum Demand not exceeding the Project Dependable 
Capacity then in effect, plus the capacity made available to the United 
States pursuant to subdivision (a) of this Article: 

(3) Such energy shall be supplied only to serve loads of the United States 
and its Customers, located anywhere within the service area of the Con- 
tractor, of the following classes: 

(a) Preference Customers ani Federal agencies which (1) have had 
monthly maximum demands of 500 kilowatts or more each for three 
consecutive months in the twelve months immediately preceding the 
date on which the Contractor commences to supply such energy, or are 
expected to have such demands during the ensuing twelve months, and 
(2) are located and use such energy outside the corporate boundaries 

of municipalities wherein the Contractor serves at retail; 

(b) Construction Contractors and the United States itself for any 
Bureau of Reclamation project or part thereof; provide !, that such 
energy Shall be supplied for such use only outside the corporate boun 








daries of municipalities to loads where the monthly maximum demands 
for three consecutive months during the twelve months immediately pre- 
ceding the date on which the Contractor commences to supply such 
energy have been, or during the ensuing twelve months are expected to 
be, 100 kilowatts or more each, except as otherwise agreed upon in 
writing: 

(4) Such energy shall be provided only in sufficient amount (a) to bring 
the total energy available to serve Supported Firm Load in any month 
up to 550 kilowatt-hours per kilowatt of the Maximum Demand of such 
load in that month and (b) to bring the total energy available to serve 
any individual load in any calendar year up to 6,500 kilowatt-hours per 
kilowatt of Maximum Demand in that year, 
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PAYMENTS FOR ELECTRIC POWER AND ENERGY 


13 (a) The Contractor shall pay each month for the power and energy sold 
to it hereunder at monthly rates and charges, and upon conditions as follows: 

(1) Demand Charge: 

$0.75 per kilowatt of Contract Dependable Capacity ; 

$0.25 per kilowatt of Non-Dependable Capacity. 

(2) Energy Charge: 

First 150 kilowatt-hours per kilowatt of Contract Dependable Capacity 
at 4 mills per kilowatt-hour ; 

Next 150 kilowatt-hours per kilowatt of Contract Dependable Capacity, 
and first 260 kilowatt-hours per kilowatt of Non-Dependable Capacity 
solid to the Contractor hereunder, at 3 mills per kilowatt-hour; 

Balance of all energy at 2 mills per kilowatt-hour. 

(3) Discount : 

The total bill as computed at the above rates shall be subject to a dis- 
count of five per cent (5%) for deliveries made at 44 kilovolts or higher. 

(b) The United States shall pay each month at the rate of $1.875 per kilowatt 
for the maximum capacity furnished to it pursuant to Article 12 (a) in that 
mouth or the eleven months immediately preceding such month. 

(c) The United States shall pay each month for energy sold to it hereunder 
at a rate equal to 1.15 times the average price per kilowatt-hour paid by the 
Contractor to the United States under subdivisions (a) (2) and (a) (3) of 
this Article from the effective date of this contract to the end of the month 
preceding the month in which such sale to the United States was made. 

(d) If the United States shall hereafter modify the rates and charges for 
power sold to its Customers, the rates and charges provided for in subdivision 
(a) of this Article may be correspondingly modified upon sixty (60) days’ ad- 
vance notice to the Contractor. Upon written notice given by the Contractor 
to the United States within such sixty (60) day period, this contract shall 
terminate three (3) years after the date of such notice. If the Contractor 
elects to terminate his contract, such modified rates and charges shall not 
become eftective. 

(e) If the United States shall modify its rates and charges to the Contractor, 
as provided in subdivision (d) of this Article, and the Contractor accepts such 
modified rates and charges, the Contractor may modify proportionally the 
charge provided for in subdivision (c) of this Article upon sixty (60) days’ ad- 
vance notice to the United States. Upon written notice given by the United 
States to the Contractor within such sixty (60) day period, this contract shall 
terminate three (3) years after the date of such notice. If the United States 
elects to terminate this contract such modified rates and charges shall not 
become effective. 

(f) If and whenever the delivery of power and energy hereunder shall be 
interrupted or curtailed for a period or periods each of one hour or longer in 
duration because of conditions on the electric system of the delivering party 
(except for an outage agreed upon in advance by the parties), or the capacity to 
be paid for hereunder is increased or decreased, the capacity and the amount 
of energy, if any, which the receiving party is obligated to pay for during the 
month in which such changes occur shall be adjusted as follows: 

(1) For each total interruption such capacity shall be reduced by an 
amount equal to such capacity times the ratio of the number of minutes of 
the duration of the interruption to the number of minutes in the month. 

2) The amount of each curtailment shall be applied to reduce Non-De- 
pendable Capacity purchased by the Contractor, and the remainder, if any, 
to reduce dependable capacity. The amount of curtailment so applied to 
each kind of capacity shall be multiplied by the ratio that the number of 
minutes of such curtailment bexrs to the total number of minutes in the 
month and the results deducted from the respective capacities. 

(3) If, on any day other than the first day of a calendar month, this con- 
tract becomes operative or is terminated or a change of capacity hereunder 
becomes effective, the amount of capacity to be used in computing charges 
for any month in which such a change occurs shall be the average daily 
amount effective during that month. If Firm Load is changed by connecting 
or disconnecting any load on any day other than the first day of a calendar 
month, the Maximum Demand of such load used in determining the Maximuin 
Demand of Firm Load for that month shall be reduced in the ratio of the days 
it was connected to days in the month. 
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(4) The energy which the Contractor would otherwise be obligated to take 
or pay for during any month shall, because of any interruptions, curtail- 
ments, or changes in available capacity occurring in the month, be adjusted 
in the same ratio as the capacities are adjusted or, in the case of an agreed 
upon outage, in the ratio the capacities would have been adjusted had the out- 
age not been agreed upon. 

(z) Each party shall submit a statement to the other on or before the 15th 
day of each month of electric service furnished hereunder during the preceding 
month. Any payments due hereunder shall be made within fifteen (15) days 
after receipt of such statement. 


PREDETERMINATION OF PROJECT DEPENDABLE CAPACITY 


14 (a) At the request of either party made not more often than once a year, 
Project Dependable Capacity shall be reviewed and, if necessary, shall be rede- 
termined by representatives of the parties. Any such redetermined Project 
Dependable Capacity shall become eifective three (3) years from the date of such 
request, or at such other time as the parties may agree upon. 

(b) At the request of either party made approximately six (6) months before 
the date on which Folsom Reservoir is scheduled to be ready for operation, Project 
Dependable Capacity, as effected by operation of Folsom Reservoir and each 
generating unit installed in Folsom and Nimbus plants, shall be redetermined by 
representatives of the parties. Such redetermined Project Dependable Capacity 
shall become effective in successive steps as such reservoir and each such gen- 
erating unit commence operation or as the parties may otherwise agree upon. 

(c) If at any time because of low head, inadequate water supply or for any 
reason other than those mentioned in Articles 22 and 23, the capacity actually 
available from Project Plants for Firm Load and for sale to the Contractor, 
accompanied by energy as prescribed in Article 10 (c), is less than the Project 
Dependable Capacity then in effect, such lesser capacity shall be the Project 
Dependable Capacity for the month in which it occurs and thereafter until a 
redetermination is made in accordance with subdivision (a) or (b) of this 
Article and a new Project Dependable Capacity becomes etfective pursuant to 
such redetermination. 

STORED ENERGY 


15. The delivery of energy which the Contractor is obligated to purchase 
under Article 10 in any month, in excess of that generated by water released 
from Project reservoirs to meet Project requirements other than power genera- 
tion, shall be deferred, with the consent of the Contracting Officer, as requested 
by the Contractor and such energy shall be considered as stored for the account 
of the Contractor in the form of water in Project reservoirs. Energy so added 
to storage in any month shall be treated and paid for as if it had been delivered 
in that month and all actual deliveries shall be adjusted accordingly. The Con- 
tractor shall have the right to withdraw such stored energy, without further 
payment, at any time by appropriate scheduling of operation of Project Plants 
within the safe operating limits of Project facilities, as determined by the Con- 
tracting Officer. If it becomes necessary due to flood control or other mandatory 
requirements, as determined by the Contracting Officer, to release water from 
such reservoirs, the Contracting Officer shall give reasonable notice thereof and 
thereafter may release such water with or without generating energy therefrom, 
ond the energy so stored for the account of the Contractor shall be reduced by 
the amount of energy so generated, or which could have been generated by such 
released water if facilities had been available therefor at the time of such 
release. The deliveries of energy provided for in this contract may be altered 
by mutual agreement of the parties. 


ADJUSTMENT FOR LOSSES 


16. All amounts of capacity, power, and energy stated in this contract are 
vdjusted for losses in transmission to the 220,000 volt bus at Tracy Switchyard. 
All amounts of capacity, power, and energy measured or determined to be 
available elsewhere shall for all purposes of this contract be adjusted for losses 
to or from Tracy Switchyard in amounts to be agreed upon by the parties, 
except as provided in Article 17 (b); provided, that all power and energy de- 
livered by the Contractor pursuant to Contract No. I75r—2650 shall be adjusted 
for losses as therein provided. 
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DELIVERIES OF ELECTRIC POWER AND ENERGY 


17. Power and energy to be furnished under this contract (except that de- 
livered to the United States and its Customers pursuant to Contract No. 
175r—2650) shall be delivered as three-phase, alternating current, at a nominal 
frequency of sixty (60) cycles per second, at points of interconection of the 
systems of the parties and at nominal delivery voltages as follows: 

(a) At Tracy Switchyard, at a nominal voltage of 220,000; 

(b) At such other points of interconnection and voltages, and with such 
allowance (if any) for transmission losses, as the parties may agree upon 
in writing. 

VOLTAGE AND POWER FACTOR 


18 (a) The power to be delivered by the United States under this contract 
and Contract No. 175r—2650 at Tracy Switchyard shall be delivered at voltages 
ranging from 209,000 to 231,000 as the Contractor shall request from time 
to time. 

(b) The United States shall deliver such power with accompanying lagging 
reactive kilovolt-amperes, by utilizing as necessary all available facilities in- 
eluding the Tracy pumping plant motors, as the Contractor shall request from 
time to time, ranging from zero to an amount not to exceed the amounts tabu- 
lated below or the amount the United States is obligated to deliver as computed 
under Article 12 (b) of Contract No. 175r—2650, whichever amount is the greater: 

Reactive kilovolt- 
ampere delivered to 
contractor’s system 


For delivery voltages at Tracy Switchyard: at Tracy Switchyard 
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provided, that (1) nothing in this contract shall be construed as altering the 
obligation of the United States to deliver reactive kilovolt-amperes to the Con- 
tractor as computed under Article 12 (b) of Contract No. 175r—2650; (2) neither 
party shall be obligated to accept magnetizing reactive kilovolt-amperes from 
the system of the other party; (8) the Contractor shall not be obligated to 
deliver magnetizing reactive kilovolt-amperes to the system of the United States; 
and (4) delivery shall be made at other voltages and with other reactive flow 
upon request of the Contractor if the United States, in the judgment of the 
Contracting Officer, will not be prevented from making full use of its available 
generating and transmission facilities or from meeting other obligations. 


STANDBY SERVICE 


19 (a) The Contractor shall deliver to the United States at the points of 
interconnection provided for in Article 17 such power and energy as the Con- 
tractor has available above its own requirements, including the requirements 
under this contract, as determined by the Contractor, for loads of the United 
States or its Customers being served from Project facilities, in the event of the 
inability of the United States to meet such load requirements by reason of 
failure or reduction of generation at Project Plants or failure of Project trans- 
mission facilities. 

(b) The United States shall deliver to the Contractor at the points of inter- 
connection provided for in Article 17 such power and energy as the United States 
has available above its own requirements, including the requirements under this 
contract, as determined by the Contracting Officer, in the event of inability of 
the Contractor to meet its load requirements by reason of the failure or reduction 
of generation at its powerplants or failure of its transmission facilities. 

(c) The deliveries provided for in this Article shall be made only during 
outages or reductions due to the failure of facilities and not due to inadequacy 
of water for power generation. 

(d) Energy furnished pursuant to this Article shall be returned to the supply- 
ing party kilowatt-hour for kilowatt-hour at the earliest practicable time in ae- 
cordance with schedules to be agreed upon between the Contractor and the 
Contracting Officer. There shall be no payment or accounting for capacity 
furnished pursuant to this Article. 
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MEASUREMENT OF ELECTRIC POWER AND ENERGY 


20 (a) The United States shall provide and maintain metering equipment of 
a recording or other appropriate type to measure the power and energy and 
reactive kilovolt-amperes furnished to or received from the Contractor at the 
points of interconnection and at the nominal delivery voltages provided for in 
Article 17 and such other metering equipment as may be required to carry out 
the provisions of this contract. The United States shall read all meters on the 
last day of each billing period and at such other times as may be required to 
carry out the provisions of this contract and submit a copy of all readings to 
the Contractor for its records. The United States shall service and maintain 
recording charts on all recording meters, and shall make such charts available 
to the Contractor upon request. 

(b) The meters shall be sealed and the seals shall be broken only upon 
occasions When the meters are to be inspected, tested, or adjusted, and repre- 
sentatives of the Contractor shall be afforded reasonable opportunity to be pres- 
ent upon such occasions. The meters shall be tested at least once each year 
and at any reasonable time upon request therefor of either party. Any meter- 
ing equipment found to be defectives or inaccurate shall be repaired and re- 
adjusted or replaced. Should any meter fail to register, the power and energy 
delivered hereunder during such period of failure to register, shall, for billing 
purposes, be estimated from the best information available. 

(c) If any of the meter tests provided for herein discloses that the error of 
any meter or meters exceeds two per cent (2%), correction based upon the 
inaccuracy found shall be made of the records of electric service furnished 
since the beginning of the monthly billing period immediately preceding the 
billing period during which the test was made; provided, that no correction 
shal! be made for a longer period than such inaccuracy may be determined by 
the parties to have existed. Any correction in billing resulting from such cor- 
rection in meter records shall be made in the next monthly bill rendered, and 
such correction when made shall constitute full adjustment of any claim be- 
tween the parties arising out of such inaccuracy of meters. 


EXCHANGE OF OPERATING INFORMATION 


21 (a) The parties shall exchange information with respect to matters per- 
taining to operations under this contract, including bur not limited to (1) 
scheduling of available energy from Project Plants; (2) determination of 
amounts of power and energy delivered and to be delivered hereunder; (3) re- 
leases of water from Project reservoirs; and (4) operation of hydroelectric 
plants on the Contractor’s system which will affect such releases. 

(b) The United States shall inform the Contractor in writing at least an- 
nually of the estimated requirements for the ensuing four-year period of exist- 
ing or anticipated loads of the United States and its Customers. Such notice 
shall specify whether such loads are to be served from Project Dependable 
Capacity or from Non-Dependable Capacity. The United States shall give the 
Contractor at least one year’s advance notice of transfer of any load, other 
than Project Pumping Load, between Non-Dependable Capacity and Project 
Dependable Capacity, except as otherwise agreed upon. 

(c) On or about the first days of April and October of each year the Con- 
tracting Officer shall furnish the Contractor with a statement of operating 
limitations which will apply to Project Plants for the ensuing six (6) months’ 
period. Such limitations may be revised from time to time upon reasonable 
notice. 


UNCONTROLLABLE FORCES 


22. Neither party shall be considered to be in default in respect to any obliga- 


tion hereunder, if prevented from fulfilling such obligation by reason of an 
uncontrollable force. For the purpose of this contract the term “uncontrollable 
force” means any cause beyond the control of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, epi- 
demic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint by 
court or public authority, which by exercise of due diligence and foresight such 
party could not reasonably have been expected to avoid. Either party rendered 
unable to fulfill any obligation by reason of an uncontrollable force shall exercise 
due diligence to remove such inability with all reasonable dispatch. 
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CONTINUITY OF SERVICE 





ELECTRIC 





23. The delivery of power and energy hereunder, unless otherwise specified in 
this contract, shall be made continuously except for (1) interruptions or reduc- 
tions due to uncontrollable forces, as defined in Article 22; (2) interruptions or 
reductions due to operation of devices installed for power system protection ; 
and (8) temporary interruptions or reductions, which, in the opinion of the 
aelivering party, are necessary or desirable for the purposes of maintenance, 
repairs, replacements, installation of equipment, or investigation and inspection. 
The delivering party, except in case of emergency as determined by it, will give 
the receiving party reasonable advance notice of such temporary interruptions or 
reductions and will remove the cause thereof with diligence. 


FACILITIES 


24. (a) The United States, at its own expense, shall provide, operate, and 
maintain such equipment as is necessary to enable it to perform its obligations 
hereunder, including, but not limited to, facilities for communication and for 
the control, transformation, regulation, and transmission, of the power and 
energy delivered or received by it hereunder. 

(b) The Contractor, at its own expense, shall provide, operate, and maintain 
such equipment as is necessary to enable it to perform its obligations hereunder, 
including, but not limited to, facilities for communication and for the control, 
transformation, regulation, and transmission, of the power and energy received 
or delivered by it hereunder. 


LICENSE TO THE UNITED STATES TO INSTALL AND OPERATE FACILITIES 


25. The Contractor, upon request from time to time by the Contracting Officer, 
will grant to the United States a license or licenses to construct, install, operate, 
maintain, replace, or repair, upon the property of the Contractor, such facilities 
as in the opinion of the Contractor are necessary or desirable for the purposes of 
this contract. The license or licenses so granted shall be in form and of legal 
sufficiency acceptable to the Contracting Officer, shall be and remain in effect 
during the term of this contract, and shall expire coincidently therewith. Any 
facilities so installed by the United States pursuant to said license or licenses 
shall be and remain the property of the United States notwithstanding that the 
same may have been affixed to the premises, and the United States shall have a 
reasonable time after the expiration of said license or licenses in which to remove 
its facilities so installed. 


LICENSE TO THE CONTRACTOR TO INSTALL AND OPERATE FACILITIES 


26. The United States hereby grants the Contractor a license to construct, 
install, operate, maintain, replace or repair, upon property of the United States 
under the administrative control and jurisdiction of the Bureau of Reclamation, 
such facilities as in the opinion of the Contracting Officer are necessary or 
desirable for the purposes of this contract. Said license shall remain in effeet 
during the term of this contract and shall expire coincidently therewith. Any 
facilities so installed by the Contractor pursuant hereto shall be and remain 
the property of the Contractor, notwithstanding that the same may have been 
affixed to the premises, and the Contractor shall have a reasonable time after 
the expiration of said license in which to remove its facilities so installed. 


COOPERATION OF CONTRACTING PARTIES 


27. (a) If, in the maintenance of their respective electric systems or equip- 
ment and the utilization thereof for the purposes of this contract, it becomes 
necessary by reason of any emergency or extraordinary condition for either 
party to request the other to furnish personnel, materials, tools, and equipment 
for the accomplishment thereof, the party so requested shall cooperate with 
the other and render such assistance as the party so requested may determine 
to be available. The party making such request, upon receipt of properly item- 
ized bills from the other party, shall reimburse the party rendering such 
assistance for all costs properly and reasonably incurred by it in such perform- 
ance, including not to exceed ten percent (10%) thereof for administrative and 
general expenses, such costs to be determined on the basis of current charges 
or rates used in its own operations by the party rendering assistance. 
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(hb) No laborer or mechanic, in the employ of the Contractor, doing any 
part of the work contemplated by this Article, shall be required or permitted 
to work more than eight hours in any one ealendar day upon such work at 
the site thereof, except upon the condition that compensation is paid to such 
laborer or mechanic in accordance with the provisions of this Article. The 
wages of every laborer and mechanic employed by the Contractor in the per- 
formance of any part of the work contemplated by this Article shall be com- 
puted on a basic day rate of eight hours per day and work in excess of eight 
hours per day shall be permitted only upon the condition that every such laborer 
and mechanic shall be compensated for all hours worked in excess of eight 
hours per day at not less than one and one-half times the basic rate of pay. 
For each violation of the requirements of this Article a penalty of five dollars 
shall be imposed upon the Contractor for each laborer or mechanic for every 
calendar day in which such employee is required or permitted to labor more 
than eight hours upon said work without receiving compensation computed in 
accordance with this Article, and all penalties thus imposed shall be withheld 
for the use and benefit of the United States; provided, that this stipulation 
shall be subject in all respects to the exceptions and provisions of U. S. Code, 
Title 40, sections $21, 324, 325, 325a, and 326 relating to hours of labor and 
to compensation for overtime. 


PROVISIONS RELATIVE TO EMPLOY MENT 


28. (a) The Contractor shall not discriminate against any employee or appli- 
eant for employment because of race, creed, color, or national origin, and shall 
require an identical provision to be included in all subcontracts; provided, how- 
ever, that this clause does not refer to, extend to or cover the business or 
activities of the Contractor which are not related to or involved in the per- 
formance of any part of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the Contractor shall not employ any person undergoing sentence of imprison- 
ment at hard labor. 

OFFICIALS NOT TO BENEFIT 


29. No member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 


COVENANT AGAINST CONTINGENT FEES 


30. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the 
right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, or 
contingent fee. This warranty shall not apply to commissions payable by con- 
tractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 


TRANSFER OF INTEREST IN CONTRACT BY THE CONTRACTOR 


31. No voluntary transfer of this contract or of the rights of the Contractor 
hereunder shall be made without the written approval of the Secretary of the 
Interior; provided, that any successor to or assignee of the rights of the Contrac- 
tor, whether by voluntary transfer, judicial sale, foreclosure sale, or otherwise, 
shall be subject to all the provisions and conditions of this contract to the same 
extent as though such successor or assignee were the original Contractor here- 
under; and, provided further, that the execution of a mortgage cr trust deed, or 
judicial or foreclosure sales made thereunder, shall not be deemed voluntary 
transfers within the meaning or this Article. 


CONTINGENT UPON APPROPRIATIONS 


32. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress making the necessary 
appropriation for expenditures hereunder after such current year shall have 
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expired. In case such appropriation as may be necessary to carry out this 
contract is not made, the Contractor hereby releases the United Sates from all 
liability due to the failure of Congress to make such appropriation. 


NOTICES 


33. Except as otherwise agreed upon by the parties, any notice, demand or 
request required or authorized by this contract shall be deemed properly given 
if mailed, postage prepaid, to the Contracting Officer at the address shown on 
the sienature page hereof, on behalf of the United States, and to the Vice 
President and General Manager of the Contracor at the address shown on the 
signature page hereof, on behalf of the Contractor. The designation of the 
person to be notified or the address of such person may be changed at any time 
by similar notice. 

WAIVERS 


34. Any waiver at any time by either party of its rights with respect to a 
default or any other matter arising in connection with this contract shall not 
be deemed to be a waiver with respect to any subsequent default or matter. 


CANCELLATION 
35. In the event 
(a) the United States shall construct or contract to acquire a source or 
sources of power other than Project Plants, or transmission lines to a source 
or sources of power other than Project Plants, for connection with Project 
facilities, and this contract is not amended to accommodate the use of such 
power by mutual agreement of the parties within six (6) months after re- 
quest therefor by either party made on or after the commencement of such 
construction or the date of such contract of acquisition, whichever is the 
earlier, or 
(b) the parties fail to agree to a redetermination of Project Dependable 
Capacity pursuant to Article 14 (a) or (b) within six (6) months after the 
date of request therefor, 
then either party may cancel this contract by giving three (3) years’ advance 
notice in writing to the other party not more than sixty (60) days after the ex- 
piration of any such six months’ period. 


PUBLIC UTILITIES COMMISSION 


36. Within thirty (380) days after execution of this contract, the Contractor 
shall file an application with the Public Utilities Commission of the State of 
California for an order authorizing the Contractor to carry out the terms hereof 
and shall prosecute such application and any proceedings thereon diligently. 
If such order is not issued and effective within nine (9) months after execution 
of this contract, the contract shall thereupon become null and void. If such 
Commission by subsequent order shall prevent the Contractor from carrying out 
any of the provisions of this contract the United States may, within sixty (60) 
days after the effective date of such order, terminate this contract by giving 
written notice not less than one year in advance thereof to the Contractor. It 
is understood that the Contractor, by entering into this contract, does not dedicate 
or intend to dedicate its facilities to the service provided for in this contract for 
the use of the United States or anyone else. 


TERM OF CONTRACT 
37. Subject to the provisions of Article 36, this contract shall become effective 
upon the effective date of the authorizing order contemplated by Article 36, and, 


except as otherwise provided herein, shall terminate April 1, 1961. 


AGREEMENTS SUPERSEDED 


38. This contract shall supersede and cancel Contract No. I75r-1595 and Con- 
tract No. 175r—-1631 upon the effective date hereof; provided, that any credit 
to the Contractor in the Exchange Energy Account provided for in Contract 
No. 175r—1631 shall on such date be transferred to the account of the Contractor 
under Article 15. 
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IN WITNESS WHEREOP, the parties have caused this contract to be executed the 
day and year first above written. 
THE UNITED STATES OF AMERICA, 
By RicHArD L. BOoKE, 
Regional Director, Region 2, Bureau of Reclamation, 
U. S. Department of the Interior, Sacramento, California. 
PAcIFIC GAS AND ELECTRIC COMPANY, 
By J. B. Buiack, President, 
U.S. Department of the Interior, Sacramento, California. 
Attest: 
[CORPORATE SEAL] RAYMOND KinpiaG, Secretary. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY ProvgECcT, CALIFORNIA 


(Amendment No. 1 to 175r—3428) 


AMENDMENT to ConTRAcT With Pactr1c GAS AND ELECTRIC COMPANY FOR THE 
SALE AND INTERCHANGE OF ELECTRIC POWER AND ENERGY 


1. THIS CONTRACT AMENDMENT, made this 15th day of October, 1952, between 
THe UNITED STATES OF AMeRrIcA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of 
Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supple- 
mentary thereto, and Paciric GAS AND ELECTRIC CoMPANY, a corporation organ- 
ized and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, 

WITNESSETH: 

2. Whereas the United States and the Contractor have entered into a contract 
(No. 175r—3428), dated October 3, 1951, hereinafter called the Sales Contract, 
providing, among other things, for the delivery of electric power and energy 
between the parties at Tracy Switchyard and at such other points of intercon- 
nection as the parties Nay agree upon; and 

3. Whereas the United States and the Contractor have entered into a contract 
(No. 175r—2650), dated April 2, 1951, whereby the Contractor agreed under 
certain conditions to accept delivery of power and energy from the United States 
into the electric system of the Contractor at Tracy Switchyard and in return to 
deliver power and energy to, or for the account of, the United States; and 

t. Whereas the United States and the Contractor desire to interconnect their 
electric systems at an additional point, to wit, the Shasta Substation of the 
Contractor, in order to secure parallel operation of their transmission lines; 

5. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

6. Article 13 (f) of the Sales Contract is hereby amended by adding thereto 
subparagraph (5) as follows: 

“So long as the trunsmission systems of the parties are interconnected at 
Shasta Substation and Tracy Switchyard, an outage (not agreed upon in advance 
by the parties) of transmission facilities of the United States connecting Shasta 
and Keswick power plants to Tracy Switchyard shall be deemed to have caused 
an interruption or curtailment of the delivery of power and energy by the United 
States hereunder to the extent that transmission of all the power and energy 
(including reserves) of both parties required as determined by the Contractor to 
be transmitted from Shasta Substation cannot be effected over available lines of 
both parties during such outage: Provided, That the amount of such interruption 
or curtailment shall not exceed that which would have occurred had there been 
no such interconnection at Shasta Substation.” 

7. Article 16 of the Sales Contract is hereby deleted and in lieu thereof there is 
inserted the following: 

“ADJUSTMENT FOR LOSSES 


“16. (a) All amount of capacity, power and energy stated in this contract are 
adjusted for losses in transmission to the 220,000 volt bus at Tracy Switchyard 
over Project lines or for an equivalent distance over the Contractor's lines. All 
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amounts of capacity, power and energy measured or determined to be available 
elsewhere shall for all purposes of this contract be adjusted for losses to or from 
Tracy Switchyard except as otherwise agreed upon by the parties: Provided, 
That all power and energy delivered by the Contractor pursuant to Contract No. 
175r—2650 shall be adjusted for losses as therein provided. 

“(b) The adjustment for losses provided for in subparagraph (a) of this 
Article, with respect to all amounts of energy delivered hereunder by the United 
States at Shasta Substation, shall be a reduction of 414 percent and, with respect 
to capacity furnished hereunder by the United States measured or determined 
at the main generator terminals of the Shasta and Keswick power plants, shall 
be a reduction of 9 percent.” 

8. Article 17 of the Sales Contract is hereby deleted and in lieu thereof there 
is inserted the following: 


“DELIVERIES OF ELECTRIC POWER AND ENERGY 


“17. (a) Power and energy furnished under this contract shall be three- 
phase, alternating current, at a nominal frequency of sixty (6) cycles per second, 
and (except the power and energy furnished to or for the account of the United 
States pursuant to Contract No. I75r—2650) shall be delivered at points of inter- 
connection of the systems of the parties and at nominal delivery voltages as 
follows: 

“(1) At Tracy Switchyard, at a nominal voltage of 220,000; 

(2) At Shasta Substation, at a nominal voltage of 220,000; and 

“(3) At such other points of interconnection and voltages as the parties 
may agree upon in writing. 

“(b) The interconnections provided for herein shall be accomplished in a 
manner to be agreed upon by the parties in writing.” 

9, Article 18 of the Sales Contract is deleted and in lieu thereof the following 
is inserted : 

VOLTAGE AND POWER FACTOR 


“18. (a) The United States shall operate and utilize all facilities and devices 
which are sources of reactive megavolt-amperes (megavars) in its system, in- 
cluding the Tracy pumping plant motors, up to the maximum safe capability 
thereof as determined by the Contracting Officer, in accordance with requests of 
the Contractor for reactive support and voltage control. 

“(b) The obligation of the United States with respect to voltage, power factor, 
or reactive supply for the transmission systems of the parties and the Shasta 
and Keswick power plants shall be deemed satisfied so long as the United States 
shall generate at the request of the Contractor during the Contractor’s Peak 
Load Period not less than 140 megavars, as measured at the generator terminals. 
When and as other Project Plants become operative, the United States shall 
deliver megavars in an amount to be agreed upon in writing by the parties. 

“(c) So long as (1) the transmission systems of the parties are interconnected 
at Shasta Substation and Tracy Switchyard, and (2) the megavars available 
from the Tracy synchronous condenser and pumping plant motors equal or 
exceed the megavar requirements of the United States and its Customers, the 
obligation of the United States under Article 12 (b) of Contract No. I75r—2650 
to deliver to the Contractor at Tracy Switchyard megavars equivalent in amount 
to that delivered by the Contractor thereunder to or for the account of the 
United States shall be deemed to have been satisfied. 

“If the megavar requirements of the United States and its Customers exceed 
the megavar capacity of the Tracy synchronous condenser and pumping plant 
motors, the megavar requirements specified in subparagraph (b) of this Article 
may at the Contractor’s option be increased by all or part of such excess; pro- 
vided, that when megavar generating equipment is added to the electric system 
of the United States, the value of such capacity for use in supplying the megavar 
requirements of the United States and its Customers shall be that agreed upon 
by the parties.” 

10. Article 20 (a) of the Sales Contract is hereby amended by striking from 
the third line thereof the words “and reactive kilovolt amperes” and by inserting 
after the words “Article 17” the words “except as otherwise agreed upon by the 
parties.” , 

11. In all other respects, the Sales Contract shall remain in full force and 
effect. 








1018 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


12. No member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benelit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 

13. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the right 
to annul the contract or, in its discretion, to deduct from the contract price or 
consideration the amount of such commission, percentage, brokerage, or con- 
tingent fee. This warranty shall not apply to commissions payable by contrac- 
tors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

14. Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress’ making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
case such appropriation as may be necessary to carry out this contract is not 
made, the Contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 

15. This contract amendment shall, upon the effective date of the order of the 
Public Utilities Commission of the State of California authorizing the Contractor 
to carry out the terms hereof, became effective as of 12:01 a. m., October 9, 1952, 
and shall not be retroactive. 

IN WITNESS WHEREOF, the parties have caused this contract amendment to be 
executed on the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By [s] Ricwarp L. Boxer, 
Regional Director, P. O. Box 2511, Sacramento 11, California. 
PACIFIC GAS AND ELectric COMPANY, 
By [s] L. Haro_p ANDERSON, 
Vice President and Asst. General Manager, 
245 Market Street, San Francisco. 
Attest: 
[CORPORATE SEAL AFFIXED] [s] RayYMoNnp-KINDiG, 
Secretary. 





UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Amendment No. 2 to Contract No. I75r-—3428) 


AMENDMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR THE 
SALE AND INTERCHANGE OF ELECTRIC POWER AND ENERGY 


1. THIS CONTRACT AMENDMENT, made this Ist day of July 1954, between Tru 
UNITED STATES OF AMERICA, hereinafter called the United States, acting pursuant 
to the Act of Congress approved June 17, 1902 (82 Stat. 588), the Act of Congress 
approved August 26, 1937 (50 Stat. 850), and the Act of Congress approved 
August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary 
thereto, and PAciFic GAs AND ELecTric COMPANY, a corporation organized and 
existing under and by virtue of the laws of the State of California, hereinafter 
called the Contractor, 

WITNESSETH : 

2. Whereas the United States and the Contractor have entered into and sub- 
sequently amended a contract (No. 175r—2650), dated April 2, 1951, and a 
contract (No. 175r—3428), dated October 3, 1951, wherein the United States 
agreed to provide the megavars required for service thereunder to the United 
States and its Customers; and 

3. Whereas because of the increased loads of the United States and its Cus- 
tomers, as of July 1, 1954, the United States will not have available the neces- 
sary megavars required pursuant to the above mentioned contracts ; 

1. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

>. In consideration of the payments provided for in Article 6 hereof, the 
United States shall be deemed to have fully satisfied all its obligations under 
Article 18 (¢) of Contract No. 175r-3428 for the period July 1, 1954, through 
June 30, 1955. 
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6. (a) The United States shall pay to the Contractor the sum of One Hundred 
Eight Thousand Dollars ($108,000) during the period beginning July 1, 1954, 
and ending June 30, 1955, in twelve equal monthly payments. 

(b) Except for outages agreed upon by the Contractor, the United States 
shall pay to the Contractor each month the sum of Twenty Dollars ($20) for 
each hour or fraction thereof in any Contractor’s Peak Load Period during 
which the synchronous condenser of the United States presently installed at 
its Tracy Switchyard shall be out of service for one hour or longer in the 
preceding month. 

7. On the first day of the month after all the Tracy Pumping Plant motors 
have been tested and it has been determined to the satisfaction of the Contractor 
that one or more of them can furnish reactive power, the United States may 
make such power, or a portion thereof, available to the Contractor at the Tracy 
Switechyard. For the minimum number of megavars thereafter continuously 
made available to the Contractor through June 30, 1955, except for outages 
agreed upon by the Contractor or caused by failure of Tracy Pumping Plant 
motors, the Contractor shall, on or before August 1, 1955, pay to the United 
States the sum of One Hundred Dollars ($100) per megavar times the number 
ot months such reactive power was so made available. 

8. In all other respects Contract 175r—242S as amended shall remain in full 
force and effect. 

9. This Amendment snall be effective for the period July 1, 1954, through 
June 30, 1955. 

10. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its genera! benetit. 

11. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

IN WITNESS WHEREOF, the parties have caused this contract amendment to be 
executed effective as of the day and year first above written. 

THe UNITED STATES OF AMERICA, 
By /s/ C. H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation, 
P.O. Bor 2511, Sacramento 11, California. 
Approved as to legal form and sufficiency. 
E. K. Davis, Attorney. 
Paciric GAS AND ELectriIc COMPANY, 
By /s/ lL. HARoLp ANDERSON, 
Vice Pres. & Asst. Gen’l. Mor., 


245 Market Street, San Francisco 6, California. 
Attest: 
[CORPORATE SEAL] /s/ E. E. Manuarp, Secretary. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D. C.. August 22, 1955. 
Mr. ARTHUR PERLMAN, 
Staff Director, Subcommittee on Public Works and Resources, 
Old House Office Building, Washington, D.C. 
(Attention: Mr. James A. Lanigan.) 
My Dear Mr. PertMAN: In response to your telephone request, we are en- 
closing a copy of the power sales contract with the Pacific Gas & Electric Co, 
Sincerely yours, 
E. G. NIev_sen, Assistant Commissioner. 
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UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(175r-2650) 


CONTRACT WitTH Paciric. GAS AND ELEcTRIC CoMPANY FOR TRANSMISSION AND 
EXCHANGE SERVICE 


INDEX 
Article No. 
1. Preamble. 
2-7. Explanatory Recitals. 


Part 1. Agreement To Deliver Electric Power and Energy to the United States 
From the Contractor’s Electric System 


8. Use of the Contractor's facilities. 

9. Deliveries of Electric Energy. 

10. Payment for Use of the Contractor’s Facilities. 
l. Standby for the United States, 

2. Power Factor. 


Part 2. General Provisions 


13. Measuremeant of Electric Power and Energy. 

14. Control and Maintenance of the Contractor’s Electric System. 
1. Control and Maintenance of Electric System of the United States. 
(. License to the United States to Instalkand Operate Facilities. 
17. License to the Contractor to Install ana’ Operate Facilities. 

Is. Publie Utilities Commission. 

iY. Term of Contract. 

20. Liability. 

“1. Kules and Regulations, 

2”. Continuity of Service. 

> Uncontrollable Forces, 

24. Amendment of Power Contract. 


25. General Power Contract Provisions. 


1. THrs conrract, made this 2nd day of April, 1951, in pursuance of the Act 
of Congress approved June 17, 1902 (82 Stat. 388), and acts amendatory thereof 
or supplementary thereto, hereinafter referred to as the Reclamation Law, be- 
tween THe UNrrep STATES OF AMeERICA, hereinafter called the United States, 
represented by the officer executing this contract, his duly appointed successor, 
or his duly authorized representative, hereinafter called the contracting officer, 
and Pactric GAs AND ELEcTRIC COMPANY, a corporation duly organized, created, 
and existing under and by virtue of the laws of the State of California, herein- 
after called the Contractor, its successors and assigns, 

WITNESSETH : 

2. Whereas the United States is constructing the Central Valley Project, in- 
cluding facilities for the generation and transmission of electric power and 
energy, and is entering into contracts for the marketing of electric power and 
energy under existing laws; and 

3. Whereas the Contractor is engaged in the business of generating, transmit- 
ting and distributing electric power and energy in Northern and Central Cali- 
fornia; and 

t. Whereas the United States and the Contractor have entered into a Con- 
tract (No. 175r—1595) dated December 21, 1948, which provides among other 
things for the sale by the United States of power and energy to the Contractor ; 
and 

5. Whereas the parties intend to enter into a new contract at the earliest 
possible time for the sale of such power and energy by the United States to the 
Contractor, which new contract will complement the mutual obligations provided 
for herein; and 

6. Whereas it is the mutual desire of the parties hereto that the Contractor 
accept delivery of electric power and energy from the United States into the 
Contractor’s electric transmission system at specified points of interconnection 
and in return, to the extent that the Contractor has available excess capacity in 
its electric system, that the Contractor make delivery of an equivalent amount 
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of electric power and energy (adjusted for losses) to the United States and/or 
its customers at specified points under the terms and conditions hereinafter set 
forth; 

7. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties hereto agree as follows: 


PART 1. AGREEMENT T0 DELIVER ELECTRIC POWER AND ENERGY TO THE UNITED STATES 
FROM THE CONTRACTOR’S ELECTRIC SYSTEM 


Use of the contractor’s facilities 

8. (a) The Contractor hereby agrees to accept delivery of electric power and 
energy into its electric transmission system as now or hereafter existing to the 
extent that the Contractor has available excess capacity in said transmission 
system, not necessary to serve the Contractor’s customers, as determined by the 
Contractor, and to deliver an equivalent amount of electric power and energy 
(adjusted for losses) to the United States for its own use, or for the customers 
of the United States as defined in Article 9 (¢c) hereof, at such points as the 
United States may from time to time designate on the system of the Contractor 
upon the conditions hereinafter provided. This agreement shall include the 
use of all facilities of the Contractor, including transforming, switching, con- 
trol, and protective equipment, necessary or used in the transmission and 
delivery of said electric power and energy. In furtherance of this agreement, 
the Contractor will, upon request of the United States, make the arrangements 
necessary to permit such connections to the Contractor’s electric system as may 
be necessary, as determined by the Contractor, to receive and deliver electric 
power and energy of the United States into and from said system pursuant to the 
terms of this contract. 

(b) When, because of conditions on the power system of the Contractor re- 
sulting from causes similar to the types specified in Article 22 hereof, the system 
of the Contractor is temporarily unable to supply the requirements of the 
Contractor’s customers and in addition to deliver energy required by the United 
States and/or its customers, necessary curtailment of loads will be effected in 
a manner that will cause least hardship to the entire area affected, without 
regard to the party serving the customer. General procedure for effecting neces- 
sary curtailment shall be agreed upon in advance by the contracting officer and 
the Contractor. 

(ec) The United States will inform the Contractor in writing at least annually 
of the estimated future requirements for the ensuing four-year period of existing 
or anticipated loads of the United States and of existing or anticipated customers 
of the United States (of the classes which the Contractor has undertaken to 
serve pursuant to Article 9 (c)) to which the United States desires, or may 
desire, the Contractor to deliver power and energy hereunder. Within ninety 
days after receipt of such estimate, the Contractor shall inform the United 
States in writing whether or not it can deliver the power and energy to meet 
each load included in said estimate. If the Contractor’s reply is in the affirma- 
tive it shall be obligated to make the capacity of its electric system available to 
serve said loads to the extent of said estimates for the entire four-year period. 
Deliveries of clectric energy 

9. (a) The United States, under the terms and conditions stipulated herein, 
will furnish the electric power and energy required for the United States and/or 
its customers as three-phase, alternating current, at a nominal frequency of 
sixty (60) cycles per second, at the points of interconnection and at nominal 
delivery voltages as follows: 

(i) At the switchyard of the United States located near Tracy, California, 
at a nominal voltage of 220,000; 

(ii) At such other points of interconnection and voltages as the parties 
hereto may agree upon in writing. 

(b) The electric power and energy will be furnished and delivered to the 
Contractor in such amounts and at such rates of delivery as are from time to 
time required by the United States and/or its customers, plus losses in transmis- 
sion equal to: 

(i) Five (5%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at 44,000 volts or higher: 

(ii) Nine (9%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at less than 44,000 volts. 


71597—56-— 66 











{022 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Provided, that the electrical load thus added plus the then existing load on the 
Contractor's facilities will not exceed the normal capacity thereof, as determined 
by the Contractor. Schedules for deliveries of power and energy to the United 
States and/or its customers shall be prepared, and changed from time to time 
as conditions require, by the parties hereto for system operating controls, and 
deliveries that are inadvertently greater or less than requirements to serve the 
United States and/or its customers shall be corrected in later deliveries in 
accordance With schedules agreed upon between the Contractor and the con- 
tracting officer. 

(c) The electric power and energy to be delivered by the Contractor to the 
United States and/or its customers from the system of the Contractor shall be 
limited to such electric power and energy as is necessary for the following classes 
of customers located at any point on the Contractor’s system within the Sacra- 
mento and San Joaquin Valleys and the Counties of Solana, Contra Costa, 
Alameda, and Santa Clara (which area is shown on the attached map) : 

(i) Preference customers (as defined in the Reclamation Law) and 
federal establishments which (1) on the effective date of this agreement 
are served by the Contractor and, except as otherwise agreed upon in writing, 
(2) have had monthly maximum demands of 500 kilowatts or more for three 
consecutive months in the twelve months immediately preceding the date 
on which the Contractor is requested to commence service, and (3) are 
located and use such power and energy outside the corporate boundaries 
of municipalities wherein the Contractor serves at retail; Provided, That 
reductions in the monthly maximum demand of any customer after delivery 
to such customer commences hereunder shall not affect the obligation of 
the Contractor to continue delivery. 

(ii) Contractors for the construction of Bureau of Reclamation projects 
or parts thereof, or any development which has been authorized to be added 
to the Central Valley Project, also the power requirements of the United 
States itself necessary in the construction, operation or maintenance of any 
Bureau of Reclamation project or part thereof; provided, that such service 
shall be rendered only for use outside the corporate boundaries of munici- 
palities to loads where the monthly maximum demand for three consecutive 
months during the twelve months immediately preceding the date of request 
for service has been, or during the ensuing twelve months is expected to be, 
one hundred (100) kilowatts or more, except as otherwise agreed upou in 
writing. 

(iii) In view of the difficulty of anticipating future facts and conditions, 
it is understood that if additional loads of the United States or customers 
of the United States become prospective, the parties hereto will then con- 
sider the problem of serving such loads, and the Contractor will advise the 
United States within ninety (90) days after request whether or not service 
to such additional loads or customers shall be made available hereunder. 

This contract does not terminate or in any way affect any contract between the 
Contractor and any of such customers. 

The Contractor shall deliver the energy supplied hereunder as three-phase 
alternating current at a norminal frequency of sixty (60) cycles per second, and 
shall not be required to deliver energy at less than 2,000 volts. 

Payment for use of the Contractor’s facilities 

10. (a) The United States will compensate the Contractor for the use of its 
facilities to effectuate the delivery of electric power and energy to the United 
States and/or the customers of the United States in accordance with the fol- 
lowing rates applicable monthly at each point of delivery: 

(i) For delivery at 44,000 volts or higher: 1 mill per kilowatt-hour; 
Provided, that in respect to delivery at any such point of 25,000 kilowatts 
or more, this charge shall not be less than 25 cents per kilowatt of the 
maximum 30 minute integrated demand in the month: 

(ii) For delivery at less than 44,000 volts but not less than 22,000 volts, 
where the demand is not less than 20,000 kilowatts: 1 mill per kilowatt-hour 
plus 10 cents per kilowatt of monthly maximum 30 minute integrated 
demand; 

(iii) For all other deliveries: 1 mill per kilowatt-hour plus 22 cents per 
kilowatt of monthly maximum 30-minute integrated demand. 

This compensation shall be exclusive of power and energy furnished by the United 
States. 

(b) The amount of power and energy delivered by the Contractor to which the 

above rates apply shall be determined as provided in Article 13 (h). The Gon- 
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tractor shall render an itemized pill for the amount due hereunder from the 
United States not later than twenty (20) days after receipt from the United 
States of the information, as to the amounts of power and energy delivered by 
the Contractor, that is required for preparation of the bill, and such bills shall 
be due and payable as soon after receipt thereof as the necessary vouchers can 
be prepared. 

Standby for the United States 

11. The Contractor agrees to deliver to the United States such power and energy 
as the Contractor has available above its own requirements, as determined by the 
Contractor, for the loads of the United States or customers of the United States 
being served from the system of the Contractor in the event of the inability of the 
United States to supply such electric energy by reason of a failure or reduction 
of generation at powerplants of the United States or failure of transmission lines 
of the United States. The electric energy So furnished by the Contractor, in- 
creased by losses as determined under Article 9 (b) hereof to cover the Con- 
tractor’s losses in transmission, shall be returned by the United States, kilowatt- 
hour for kilowatt-hour, at the earliest practicable time and in accordance with 
schedules to be agreed upon between the Contractor and the contracting officer. 
The United States shall pay the Contractor the charge for use of the Contractor's 
facilities in accordance with the terms of Article 10 hereof, exclusive of trans- 
mission losses, the same as though the standby service had been energy furnished 
by the United States tor transmission. It is mutually agreed that the standby 
provided for in this article is to be supptied only during outages or reductions in 
delivery of power by the United States due to the failure of facilities and not due 
to inadequacy of water for power generation. 

Power factor 

1. (a) The United States and its customers shail maintain a power factor at 
the points of deliver) provided for in Article 9 (¢) hereof of not less than ninety 
(90) percent lagging; provided, that the United States and its customers will be 
permitted to operate ata lower power factor when conditions are such, as de- 
termined by the Contractor, that a lower power factor will not prevent the Con- 
tractor from making full use of its available generating and transmission 
facilities. 

(b) The power to be delivered hereunder to the Contractor at Tracy Switch- 
yard shall be delivered at voltages ranging from 209,000 to 231,000 as the Con- 
tractor shall request from time to time, together with reactive kilovolt-amperes 
equivalent in amount to that delivered by the Contractor hereunder, and each 
party shall carry on its system the reactive kilovolt-amperes originating thereon ; 
provided, that operation at other voltages and with other reactive flow will be 
permitted upon request of the Contractor if the United States in the judgment of 
the contracting officer will not be prevented from making full use of its available 
venerating and transmission facilities. 


PART 2. GENERAL PROVISIONS 


easurement of electric power and energy 

12. (a) The United States will provide and maintain metering equipment of 
a recording type to measure the electric power and energy and reactive kilovolt- 
amperes furnished to the Contractor at the points of interconnection and at the 
nominal delivery voltages specified in Article 9 (a) hereof. The United States 
agrees to read all meters on the last day of each billing period and at such other 
times as may be required under the operation of this contract and to submit 
a copy of all readings to the Contractor for its records. The United States will 
service and maintain recording charts on all meters, and will make such charts 
available to the Contractor upon request. 

(b) With respect to the electric power and energy delivered by the Contractor 
to the United States or to its customers pursuant to Part One hereof : 

(i) Such electric power and energy shall be measured at the voltage at 
which it is delivered to the United States or its customers at or near the 
points of delivery of such electric power and energy, by metering equip- 
nent, including reactive kilovolt-ampere meters of a suitable type, to be 
furnished and maintained by the United States ; provided, that such power 
and energy delivered at any point or points of delivery on the high voltage 
side of any substation not provided by the Contractor may, at the option of 
the United States, be measured on the low-voltage side of such substations 
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at or near said point of delivery, in which event the meter rez udings at said 
point of delivery will be increase d by two percent (2%) in order to compen- 
sate for transformer losses, except that #f the metering equipment auto- 
matically adjusts for transformer losses, the actual readings thus adjusted 
shall be used; provided further, that if such power and energy delivered at 
any point of delivery is transmitted an appreciable distance before it is 
measured, the meter readings for said point of delivery will be increased by 
an amount to be agreed upon in writing by the parties hereto in order to 
compensate for transmission losses between the point of delivery and the 
point of measurement, except where the metering equipment automatically 
adjusts for such losses. 

(ii) The United States agrees to read all meters on the last day of each 
billing period and as required at other times in connection with standby 
service provided hereunder, and to submit a copy of all readings to the 
Contractor for its records. The United States will service and maintain 
charts on all recording meters, and will make such charts available to the 
Contractor on request. 

(iii) The amount of standby electric energy supplied by the Contractor for 
the loads of the United States or its customers pursuant to Article 11 hereof 
will be determined as in subsection (b) (i) above or, in the absence of proper 
meter readings, from the best information available. 

(c) The meters shall be sealed and the seals shall be broken only upon occasions 
when the meters are to be inspected, tested, or adjusted, and representatives of the 
Contractor and the contracting officer shall be afforded reasonable opportunity to 
be present upon such occasions. ‘The meters shall be tested at least once each 
year and at any reasonable time upon request therefor by either party hereto. 
Any metering equipment found to be defective or inaccurate shall be repaired and 
readjusted or replaced. Should any meter fail to register, the electric power and 
energy delivered hereunder during such period of failure to register, shall, for 
billing purposes, be estimated from the best information available. 

(ad) If any of the meter tests provided for herein discloses that the error of any 
meter or meters exceeds two percent (2%), correction based upon the inaccuracy 
found shall be made of the records of electric service furnished since the begin- 
ning of the monthly billing period immediately preceding the billing period during 
which the test was made; provided, that no correction shall be made for a longer 
period than such inaccuracy may be determined by the parties hereto to have 
existed. Any correction in billing resulting from such correction in meter records 
shall be made in the next monthly bill rendered, and such correction when made 
shall constitute full adjustment of any claim between the parties hereto arising 
out of such inaccuracy meters. 

Control and maintenance of the contractor's electric system 

14. (a) The electric system of the Contractor shall at all times be and remain 
in the exclusive possession and control of the Contractor and this agreement shall 
not be construed to grant to the United States any rights of ownership in or 
possession of said electric system. The Contractor shall operate and maintain 
said electric system in good and satisfactory operating condition. 

(b) The United States will install, maintain, and operate, or will require ‘ts 
customers, as defined in Article 9 (c) hereof, to install, maintain, and operate, 
such proper service protective equipment as up-to-date electrical engineering 
practices recognize as necessary and efficient for the purpose of clearing and 
protecting the Contractor’s electric system from the faults, grounds, and other 
types of electrical disturbances that originate upon the power systems of the 
United States or its customers. 

Control and maintenance of electric system of the United States 

15. (a) The electric system of the United States shall at all times be and 
remain in the exclusive possession and control of the United States and this 
agreement shall not be construed to grant to the Contractor any rights of owner- 
ship in or possession of said electric system. The United States shall operate 
and maintain said electric system in good and satisfactory operating condition. 

(b) The Contractor will install, maintain and operate, such proper service 
protective equipment as up-to-date electrical engineering practices recognize as 
necessary and efficient for the purpose of clearing and protecting the transmis- 
sion system of the United States from the faults, grounds, and other types of 
electrical disturbances that originate upon the Contractor’s power system. 
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License to the United States to install and operate facilities 

16. The Contractor, upon request from time to time by the contracting officer, 
will grant to the United States a license or licenses to construct, install, operate, 
maintain, replace or repair, upon the property of the Contractor such facilities 
as in the opinion of the Contractor are necessary or desirable for the purposes 
of this contract. The license or licenses so granted shall be in form and of legal 
sufficiency acceptable to the contracting officer, shall be and remain in effect 
during the term of this contract, and shall expire coincidently therewith. Any 


' facilities so installed by the United States pursuant to said license or licenses 


shall be and remain the property of the United States notwithstanding that the 
same may have been affixed to the premises, and the United States shall have a 
reasonable time after the expiration of said license or licenses in which to remove 
its facilities so installed. 
License to the Contractor to install and operate facilities 

17. The United States hereby grants the Contractor a license to construct, 
install, operate, maintain, replace, or repair, upon property of the United States 
under the administrative control and jurisdiction of the Bureau of Reclamation, 
such facilities as in the opinion of the contracting officer are necessary or desira- 
ble for the purposes of this contract. Said license shall remain in effect during 
the term of this contract and shall expire coincidentally therewith. Any facilities 
so installed by the Contractor pursuant hereto shall be and remain the property 
of the Contractor, notwithstanding that he same may have been affixed to the 
premises, and the Contractor shall have a reasonable time after the expiration 
of said license in which to remove its facilities so installed. 
Public Utilities Commission 

18. Within 30 days after execution of this contract, the Contractor will file 
an application with the Public Utilities Commission of the State of California 
for an order authorizing the Contractor to carry out the terms hereof and 
will prosecute the application and any proceedings thereon diligently. If such 
order is not forthcoming within 6 months after execution of this contract, the 
contracting officer may terminate this contract by giving written notice thereof 
to the Contractor. It is understood that the Contractor, by entering into this 
contract, does not dedicate or intend to dedicate its facilities to the common 
carrying of electric energy for the account or use of the United States or anyone 
else, 
Term of contract 

19. Subject to the provisions of Article 18 hereof, this contract shall become 
effective upon the date of its execution and shall remain in effect for a term of 
ten (10) years. 


Liability 


20. 'The Contractor, its officers, agents, and employees or any of them, shall not 
be liable for any claim for injuries or damages arising from the construction, 
operation, and maintenance of the facilities of the United States under this con- 
tract. The United States, its officers, agents and employees, or any of them, 
shall not be liable for any claims, demands, costs, losses, causes of action, dam- 
ages, or liability of whatsoever kind or nature, arising out of or resulting from 
the construction, operation, and maintenance of the facilities of the Contractor 
under this contract. 


Rules and regulations 


21. The United States and the Contractor shall mutually agree upon and put 
into effect from time to time such rules and regulations as may be required in 
order to establish the methods of operation to be followed in the performance 
of this contract. 


Continuity of service 

22. The delivery of electric power and energy hereunder will be made con- 
tinuously except (1) for interruptions or reductions due to uncontrollable 
forces, as defined in Article 23 hereof; (2) for interruptions or reductions due 
to operation of devices installed for power system protection; and (3) for 
temporary interruptions or reductions, which, in the opinion of the delivering 
party, are necessary or desirable for the purposes of maintenance, repairs, re- 
placements, installation of equipment, or investigation and inspection. The 
delivering party, except in case of emergency as determined by it, will give the 
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other party reasonable advance notice of such temporary interruptions or re 
ductions and will remove the cause thereof with diligence. 


Uncontrollable forces 

23. Neither party shall be considered to be in default in respect to any obliga- 
tion hereunder, if prevented from fulfilling such obligation by reason of an 
uncontrollable force. For the purpose of this contract the term “uncontrollable 
force” means any cause beyond the control of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority which by exercise of due diligence and foresight 
such party could not reasonably have been expected to avoid. Either party ren- 
dered unable to fulfill any obligation by reason of an uncontrollable force shall 
exercise due diligence to remove such inability with all reasonable dispatch. 


Amendment of power contract 

24. Upon the date the Public Utilities Commission authorizes the Contractor 
to carry out the terms hereof, the provisions of the aforesaid contract No. 175r 
1595 with respect to exchange of electric energy for the use of Central Valley 
Project facilities shall terminate; also it is understood that declarations ot 
capacity and energy under said contract shall not include capacity and energ) 
required for discharge of obligations of the United States under this contract. 


General power contract provisions 
25. The General Power Contract Provisions attached hereto are hereby made 
a part of this contract the same as if they had been expressly set forth herein ; 
provided, that provisions A, B, C, D, E, F, G, H, I, J, K, L, M, Q, and R thereof 
shall be inoperative for the purpose of this contract. 
IN WITNESS WHEREOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 
THE UNITED STATES OF AMERICA, 
By (s) R. S. CALLanp, 
Acting Regional Director, Region 2, Bureau of Reclamation, 
U. S. Department of the Interior, Sacramento, California. 
Paciric GAS AND ELEcrRic COMPANY, 
By (s) J. B. Biack, President, 
245 Market Street, San Francisco, California. 
Attest: 
[SEAL] (s) RayMonp Kinpie, Secretary. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Supplement No. 1 to 175r—2650) 


AMENDMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR TRANS- 
MISSION AND EXCHANGE SERVICE 


1. THIS AMENDATORY CONTRACT, made as of the 27th day of August, 1951, in 
pursuance of the Act of Congress approved June 17, 1902 (32 Stat. 388), and 
acts amendatory thereof or supplementary thereto, hereinafter referred to as 
the Reclamation Law, between THE UNITED STAtTes oF AMERICA, hereinafter 
called the United States, represented by the officer executing this contract, his 
duly appointed successor, or his duly authorized representative, hereinafter 
called the contracting officer, and Paciric GAs AND ELEcTRIC COMPANY, a corpora- 
tion duly organized, created, and existing under and by virtue of the laws of 
the State of California, hereinafter called the Contractor, its suecessors and 
assigns, 

WITNESSETH ! 

2. Whereas the United States and the Contractor have entered into a certain 
contract No. 175r—2650, dated April 2, 1951, herein called the “Exchange Con- 
tract’, whereby the Contractor agreed under certain conditions to accept de- 
livery of power and energy from the United States into the electric system of 
the Contractor and in return to deliver power and energy to, or for the account 
of, the United States; and 

3. Whereas, the Exchange Contract requires that all power and energy de- 
livered by the Contractor to the United States and to its customers shall be 
measured by metering equipment to be furnished and maintained by the United 
States; and 
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4. Whereas, the parties may desire in some cases that the Contractor tem- 
porarily furnish and maintain said metering equipment, or part thereof; 

5. Now, therefore, in consideration of the mutual promises herein set forth, 
the parties agree as follows: 

6. Upon request by the Contracting Officer, the Contractor will furnish and 
maintain at existing locations metering equipment, or any part thereof, which 
it may have installed prior to such request and which is required by Article 
13 (b) of the Exchange Contract to measure electric power and energy delivered 
by the Contractor at any particular point of delivery, at a monthly charge, pro- 
rated for a fractional part of a month on the basis of the number of days of 
rent, of 1.2% of the reproduction cost new of said equipment or part thereof, as 
estimated by the Contractor and quoted to the United States upon inquiry in 
advance of said request. Rent of any metering equipment or part thereof shall 
be for such temporary period of time not exceeding twelve months as may be 
desired by the United States and may be terminated by the United States upon 
ten (10) days’ written notice in advance to the Contractor. 

7. The bill submitted by the Contractor to the United States pursuant to 
Article 10 (b) of the Exchange Contract shall include an itemized statement of 
the amount, if any, due for rental of metering equipment during the preceding 
month pursuant to Article 6 hereof, and shall be paid by the United States as 
provided in the Exchange Contract. 

8. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

9. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the 
right to annul the contract or, in its discretion, to deduct from the contract price 
or consideration the amount of such commission, percentage, brokerage, or con- 
tingent fees. This warranty shall not apply to commissions payable by con- 
tractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose 
of securing business. 

10. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress making the necessary appro- 
priation for expenditures hereunder after such current year shall have expired. 
In case such appropriation as may be necessary to carry out this contract is 
not made, the Contractor hereby releases the United States from all liability due 
to the failure of Congress to make such appropriation. 

IN WITNESS WHEREOF, the parties have caused this contract to be executed as 
of the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ RicHarp L. Boxe, 
Regional Director, Region 2, Bureau of Reclamation. 
Paciric GAS AND ELeEctTRIC COMPANY, 
By /s/ N. R. SuTHERLAND, 
Vice President & General Manager. 
Attest: 
[SEAL] s/ RAYMOND KINpIG, Secretary. 


UnrIrep STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 2 to [75r—2650) 


SUPPLEMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this 15th day of October 1952, between 
THE UNiTED STATES OF AMERICA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (22 Stat. 388), the Act 
of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 

59 


approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or sup- 
plementary thereto, and Paciric GAs anp ELecrric COMPANY, a corporation 
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organized and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, 

WHITNESSETH : 

» Whereas the United States and the Contractor have entered into a contract 
(No. 175r-2650), dated April 2, 1951, hereinafter called the Exchange Contract, 
whereby the Contractor agreed under certain conditions to accept delivery of 
power and energy from the United States into the electric system of the Con- 
tractor at Tracy Switchyard and in return to deliver power and energy to, or 
for the account of, the United States; and 

3. Whereas the United States and the Contractor have entered into a contract 
(No. 175r-3428), dated October 3, 1951, hereinafter called the Sales Contract, 
providing, among other things, for the delivery of electric power and energy 
between the parties at Tracy Switchyard and at such other points of inter- 
connection as the parties may agree upon; and 

4. Whereas, the United States and the Contractor have entered into a contract 
(Amendment No. 1 to 175r—3428), dated October 15, 1952, amending the Sales 
Contract to provide for parallel operation of the transmission lines of the parties: 

5. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

6. So long as Amendment No. 1 to I75r—3428 is in effect. 

(a) Points of interconnection and voltages contemplated by Article 9 (a) 
(ii) of the Exchange Contract shall be those points of interconnection and 
voltages provided for in said Amendment No. 1, 

(b) The provisions of Article 12 (b) of the Exchange Contract shall be 
modified as provided in said Amendment No. 1, and 

(c) The provisions of Article 18 (a) of the Exchange Contract shall be 
suspended. 

7. In all other respects the Exchange Contract shall remain in full force and 
effect. 

8. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 

9. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States the 
right to annul the contract or, in its discretion, to deduct from the contract price 
or consideration the amount of such commission, percentage, brokerage, or con- 
tingent fee. This warranty shall not apply to commissions payable by contrac- 
tors upon contracts or sales secured or made through bona fide established com- 
mercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

10. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary 
appropriation for expenditures hereunder after such current year shall have 
expired. In case such appropriation as may be necessary to carry out this 
contract is not made, the Contractor hereby releases the United States from 
all liability due to the failure of Congress to make such appropriation. 

11. This contract supplement shall become effective as of the effective date 
of Amendment No. 1 to I75r—3428. 

IN WITNESS WHEREOF, the parties have caused this contract supplement to be 
executed the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ Ricwarp L. Boke, 
Regional Director, P. O. Box 2511, Sacramento 11, California. 
PactIFIC GAS AND ELECTRIC COMPANY, 
$y /s/ L. Harotp ANDERSON, 
Vice President & Asst. Gencral Manager, 
245 Market Street, San Francisco. 
Attest: 
| CORPORATE SEAL ] /8/ RayMonpd Kinpie, Secretary. 
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UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 8 to Contract No. I75r—2650) 


SUPPLEMENT TO CoNTRACT Wi1TH Pactric GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this Ist day of July 1954, between THE 
UNITED STATES OF AMERICA, hereinafter called the United States, acting pursuant 
to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of Congress 
approved August 26, 1937 (50 Stat. 850), and the Act of Congress approved August 
4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary thereto, 
and Paciric GAS AND ELEectrric COMPANY, a corporation organized and existing 
under and by virtue of the laws of the State of California, hereinafter called 
the Contractor, 

WITNESSETH : 

2. Whereas the United States and the Contractor have entered into and sup- 
sequently amended a contract (No. I75r-2650), dated April 2, 1951, and a con- 
tract (No. 175r—3428), dated October 3, 1951, wherein the United States agreed to 
provide the megavars required for service thereunder to the United States and 
its Customers ; and 

3. Whereas, because of the increased loads of the United States and its 
Customers, as of July 1, 1954, the United States will not have available the 
necessary megavars required pursuant to the above-mentioned contracts and the 
parties have entered into a contract (Amendment No. 2 to Contract 175r- 
3428) providing for the sale of megavars by the Contractor to the United 
States ; 

4. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

5. So long as Amendment No. 2 to Contract No. I75r—-8428 is in effect, the 
obligation of the United States under Article 12 (b) of Contract No. [75r—2650 to 
deliver to the Contractor at Tracy Switchyard megavars equivalent in amount 
to that delivered by the Contractor thereunder to or for the account of the 
United States shall be deemed to have been satisfied. 

6. So long as Amendment No. 2 to Contract No. 175r—3428 is in effect, the 
United States shall be relieved of its obligation to provide reactive kilovolt-ampere 
meters as required by 18 (b) (i) of Contract I175r—2650. 

7. In all other respects Contract I75r—2650 as supplemented and amended shall 
remain in full force and effect. 

8. This Supplement shall be effective for the period July 1, 1954, through 
June 30, 1955. 

9. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

10. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, or 
contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab- 
lished commercial or selling agencies maintained by the Contractor for the purpose 
of securing business. 

IN WITNESS WHEREOF, the parties have caused this contract supplement to be 
executed effective as of the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ C. H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation, 
Post Office Box 2511, Sacramento 11, California. 


Approved as to legal form and sufficiency. 

E. K. Davis, Attorney. 

PAcIFIC GAS AND ELECTRIC COMPANY, 

By /s/_ L. HAroLp ANDERSON, 
Vice Pres. € Asst. Gen’l. Mar., 

245 Market Street, San Francisco 6, California. 
Attest: 
[CORPORATE SEAL] /s/ E. E. MANHARD, Secretary. 
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Mr. Cuuporr. The next gentleman is Mr. Robert Welty. Is he in 
the room ? 

Mr. Welty, will you take the chair and identify yourself for the 
reporter ¢ 


STATEMENT OF ROBERT WELTY, CONSULTING ENGINEER, ON 
BEHALF OF THE HARNEY ELECTRIC COOPERATIVE, BURNS, 
OREG. 


Mr. Wetry. My name is Robert Welty. I am an engineer from 
The Dalles, Oreg., and I am representing the Harney Electric Coop- 
erative. 

Mr. Cuuporr. Mr. Welty, do you have a preliminary statement to 
make before submitting to questions by the members of this com- 
mittee ¢ ‘ 

Mr. Werry. Mr. Chairman, I have a statement. Two of us were 
going to present this. The other man, Mr. Henry Alderman, from 
the Northwe st Rur: alite, a cooperat ive newspaper in ‘Oregon and W ash- 
ington, was unable to attend, and I would like to offer his statement 
for the record if it can be accepted. 

Mr. Cuuporr. Suppose you make your own first and then we will 
look at it and see whether we can accept it. 

Mr. Werry. I have my own statement prepared,:and I have a mul- 

tiple of copies. I would like to have that made as a part of the record 
if I can. 

The first 15 pages are my statement. The balance are copies of 
the correspondence to which I refer in my statement, in full, in order 
that where I have taken excerpts there be no question that I have 
changed the meaning with an excerpt. 

Mr. C erncer. Do L understand that you are not going to read this 
statement ; that you are going to comment from it and then offer it for 
the aa is that right ¢ f 

Mr. Wevry. The way it stands, it has been briefed to the point 
that this really constitutes a brief rather than a summary of the 
statement. 

Mr. Crruporr. Do you want to read it / 

Mr. Weury. I would like to read it. 

Mr. arte You may proceed. 

Mr. Jonas. Before he begins, Mr. Chairman, is he going to read 
just the first 13 pages? 

Mr. Cuuporr. Are you going to read all the correspondence ? 

Mr. Wevry. My intention was just to read the first 13 pages of my 
statement. 

Mr. Cuuporr. As I understand it, any comment that you might 
have concerning any communications between yourself and other 
parties will be referred to these communications which are in the 
appendix of the letter, so when you talk about a letter, we can look 
at the letter if we wish ? 

Mr. Wevry. That’s right: in fact they are indexed in my statement 
where I have a subnumber that appears as appendix item A, B, or C. 

Mr. Crrvporr. I want to say to you for myself I think you have 
done this the right way so we will be able to understand what you 
are talking about with a minimum amount of trouble. 
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Mr. Jonas. Mr. Chairman, before he begins, I have here the count 
of these pages, and there are over 14 pages in this document. 

Mr. Cuuporr. He says the first 13 pages are his statement. The 
others are appendix and letters. 

Mr. Jonas. To have any understanding of what is in the document, 
I am going to have to read the letters, also. That is 41 pages. I don’t 
see why this gentleman didn’t furnish us these copies yesterday so I 
could read them last night. Isn’t that the rule? 

Mr. Cuuporr. That is the rule, but you know we don’t enforce it, 
Mr. Jonas, and I certainly think—— 

Mr. Jonas. What I am complaining about—and it is not a com- 
plaint so much as a discussion with you—Mrs. McDonald yesterday 
put in the record 19 pages of material suddenly without any oppor- 
tunity to read it in advance, and it just strikes me—— 

Mr. Cuuporr. | want to— 

Mr. Jonas. Will you permit me to finish / 

Mr. Cuuporr. Surely. 

Mr. Jonas. It strikes me m: aybe the majority members of the com- 
mittee and its staff has seen these documents and know what is in 
them, but I don’t. 

Mr. Moss. Neither do I. 

Mr. CuuporF. I would like to answer both your statements. 

No. 1, so far as Mrs. McDonald was cencerned, I believe Mrs. Me- 
Donald came to the committee table yesterday about a quarter of 10 
and gave each one of us a copy of her statement. She didn’t get on 
until after 5 o'clock. That is better than we have been doing for the 
average witness. 

And as far as the other question is concerned, I never saw Mr. Welty, 
I never received a statement from him, and the staff never received a 
statement. This is the first time that I have seen his statement. 

I don’t know what is in it, and I certainly think we ought to listen 
to him. Certainly if you object as he goes on, you can make your 
objection as he goes on. If it gets so complicated you can’t under- 
stand it, maybe this is going to be the easiest witness to understand 
we have heard so far. 

I think it is prepared in the best possible fashion because he refers 
to it, each time he talks about a letter he refers to it, and I think that 
some of it may be surplusage. Maybe we only need a paragraph or 
asentence. I don’t know what the situation is. 

Mr. Jonas. The type used seems a little familiar to me. It is simi- 
lar to some we saw in Idaho Falls, and I just wonder if this informa- 
tion was available before this morning—— 

Mr. Cuuporr. I want to say this to you: It has been my experience, 
I believe, that this was made on a ditto machine, and anything which 
you get on a ditto machine is the same. 

Then this statement of Mr. Lambert’s was done on a typewriter and 
some we get done on a mimeograph machine. I don’t care where it 
was prepared. Iam just interested in the contents of it. 

Mr. Jonas. I just wonder if I am out of order in suggesting that 
since the staff certainly knows in advance who is to be present as 
witnesses, that it would have been a little nicer if we had had this 
statement yesterday so I could have read it last night and had an 
opportunity to know what sort of questions to ask. 
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Mr. Cuvporr. I would have liked to have had it myself last night, 
but we didn’t have it. I want to say this to you. 

Maybe we can make this a little easier. There are some other 
witnesses from Oregon, a number of them, Oregon and Washington. 
I would like the group, if you have a statement that you are going to 
offer, if we could get them in the next 10 minutes by bringing them to 
the committee table so we have them. I don’t know what these wit- 
nesses are going to say. I haven’t interviewed a witness and haven't 
the least idea what they are going to say. Some of these men I never 
saw before. I met Mr. Norwood in Idaho Falls. Did you ever see me 
before ? 

Mr. Werry. No, sir; not before yesterday morning when I came into 
the room to watch. 

Mr. Jonas. May Task a question first 

Mr. Crruporr. Surely. 

Mr. Jonas. Did you have this statement prepared yesterday 
morning ? 

Mr. Wenry. Yes, sir. I am very sorry that I didn’t understand 
the committee wanted it, because I had it in my briefcase and I sat 
here all day waiting for an opportunity. 

Mr. Jonas. Noone asked you for a prepared statement ? 

Mr. Wetry. No, sir. 

Mr. Jonas. And you didn’t volunteer the information ¢ 

Mr. Wetry. I didn’t. 

Mr. Jonas. You had these in your briefcase all day yesterday and 
today 4 

Mr. Wetry. Yes, sir. 

Mr. Jonas. I wish I had one yesterday. I could have read it last 
night. 

Mr. Horrman. May I put my objection on the record. For myself, 
I object to admission not only of this statement but to the admission 
of any subsequent statements where the members of the committee have 
had no opportunity, and will have no opportunity, to read the state- 
ments before the witness testifies, and thereafter will have no oppor- 
tunity to examine at length the maker of the statement. 

Mr. Cuvuporr. Will you note Mr. Hotfman’s objection, Mr. Reporter, 
and I just want to comment on that by saying that Mr. Hotfman, hav- 
ing stood by and not objected to any previous statements, I am afraid 
he has waived any right to object to those, but nevertheless, we will put 
it on the record so we can keep the record straight. 

It is just the same as when you ask the witness a question, you don’t 
like his answer and then you try to say well, don’t put that answer 
down. Nevertheless, would you read your statement ? 

Mr. Weuvry. Mr. Chairman, you asked for all the balance of the 
statement. Are you interested in this one that you had me table for 
the moment ? 

Mr. Criuporr. That one, of course, we will have to take up later. 

Mr. Werry. I would not care to comment on that statement. I acted 
as the messenger for the man, and I didn’t discuss it with him. 

Mr. Cuvporr. When you are through, we will take that up. You 
may proceed. 

Mr. Wexry. Before I start reading, might I say for the past 10 
years I have been the engineer for 9 of the 14 REA cooperatives in 
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Oregon and have built approximately 40 percent of all of the REA line 
in Oregon and roughly 40 percent of all the REA line in Idaho. | 

The Harney Electric Cooperative is a planned power-distribution 
system proposed for construction with funds to be obtained from the 
Rural Electrification Administration. The area to be served is the 
Harney-Malheur Lake Basin in southeastern Oregon——the last major 
rural area of Oregon remaining unserved by central station service. 
The area to be served is an ancient lakebed now a portion of the arid 
southeastern Oregon plateau. The region in the past has been prin- 
cipally devoted to cattle raising, but in recent years exploratory work 
with drilled wells has pointed up a changing economy for the area, 
which would, with the advent of reasonably-priced power, reach snow- 
balling proportions. The region has in the past few years been 
under the close scrutiny of farmers from the recent Colorado, Arizona, 
Nebraska, Texas drought area. Many land sales have been made to 
these people. 

Irrigation well drilling has progressed at an accelerated pace. 

For years the people of the area had attempted to get extension of 
electric service throughout the area by either the Idaho Power Co., 
who own the only existing power supply in the area with access to 
the outside, or the California-Pacifie Utilities Co., who own a 38-mile 
connecting link to the Idaho Power Co. and the distribution system 
in the joint towns of Burns and Hines. Extension construction over 
the period of time, however, covered only the fringe area around the 
towns, and then usually only after the contribution by the consumer of 
a major portion of the construction cost. 

in April 1954, a group consisting of the county agent of Harney 
(County and several leaders of the various community areas requested 
a meeting with representatives of the loans and engineering divisions 
of the REA to review the possibilities of formation of a new REA- 
tinanced cooperative for self-service in the entire logical geographic 
arent. From this meeting with two of REA’s field personnel the im- 
pression was reached that chances were favorable, and decision was 
made to proceed with community mass meetings to crystalize the com- 
munity sentiment. These were held at intervals throughout the area 
until midsummer of 1954, at which time I was retained by the group 
to develop the accumulated data into an application for a loan to be 
submitted to the REA. 

Since an adequate, reasonable wholesale power source was obviously 
one of the prime requisites for successful system development, letters 
were sent, early in August 1954, to the Idaho Power Co., California- 
Pacific Utilities, and the Edward Hines Lumber Co., who own a sub- 
stantial steam generating plant, requesting a tentative wholesale rate, 
and also inquiring, should none of the three have sufficient excess ca- 
pacity to serve the proposed co-op, whether either or all would consider 
purchase from the co-op or from the Bonneville Power Administration 
if a new transmission line should be constructed. 

The BPA Walla Walla district office was also requested to analyze 
possibility of direct service into the Burns area and to investigate 
the possibility of wheeling through Idaho Power Co. and California- 
Pacific Utilities facilities to deliver power to the proposed co-op. 
Reply from Hines Lumber indicated negative interest in either. 
California-Pacific replied only by acknowledgement of the letter and 
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promise of information at a future date, and the Idaho Power Co. 
requested additional information of the nature of the co-op load. 
Informally one of the Idaho Power Co. men left a tentative rate 
schedule which would compute to approximately 9.5 mills per kilo- 
watt-hour under ideal conditions, but under normal conditions would 
approximate 12.5 mills, and under adverse conditions might reach 
3 cents or more. A top limit of 1,000-kilowatt demand was also 
included in this informal offer. 

The BPA reply, contained in an exchange of letters between the 
BPA Walla Walla district office and myself, virtually bypassed the 
direct service possibilities and disposed of the wheeling question by 
stating that while California-Pacifie was connected with BPA facil- 
ities at La Grande, Oreg., California-Pacifie did not own connecting 
facilities between the La Grande properties and their Burns proper- 
ties, and would, therefore, not be able to wheel without consent of the 
Idaho Power Co. who do own the connecting facilities. The Idaho 
Power Co., in turn, did not have a contract in any form with BPA, 
and therefore no vehicle existed through which a wheeling arrange- 
ment could be consummated. Since I had heard rumors that nego- 
tiations were underway for interconnection of Idaho Power Co. and 
BPA facilities, I requested that the needs of the Harney Electric 
Cooperative be kept in mind by the negotiators. During the ensuing 
months whenever | chanced to talk to any of BP.A’s personnel, L again 
brought up this point. 

In order to have a concrete, stable nucleus with which to work, a 
general area mass meeting was held for selection of a board of directors, 
who in turn proceeded to incorporate the Harney Electric Cooperative 
under the laws of the State of Oregon, on October 8, 1954. 

Throughout these exchanges of correspondence the REA had been 
kept posted. By early Oc tober a preliminary system design had been 
established and rough estimates made for the construction cost of such 
system. At this time, since a map of prospective members was avail- 
able, the REA sent in Mr. Bufford, a field appraiser from the Mid- 
western States, for a load appraisal of the area. 

I met this man on the day following his arrival in town, and after 
an hour or two of discussion I felt so , strongly that he would submit 
an adverse report that I contacted two of the directors to inform them 
of my opinion. The impression that I gained during my brief dis- 
cussion with the appraiser was that he defied the system to prove 
itself, and further felt that his contacting many of the people would 
have the effect of depressing or antagonizing them. Apparently his 
approach was toned down somewhat by the fact that he was escorted 
at almost all times by one member of the board or another, but the 
report he submitted has been the load figures on which REA has made 
their feasibility analysis, and which has established the groundwork 
for many of the co-op’s troubles since that date. This point will 
reappear frequently later in this statement. Copy of this report was 
made available to the cooperative in February 1955. 

Once an overall cost. for the distribution system was developed, it 
was possible to approximate the minimum guarantee required of each 
prospective member to make a feasible distribution system. After a 
thorough review by the Board, it was decided that a tentative minimum 
schedule of $25 per month per ranch unit; $10 per month per tenant 
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house; and $15 per horsepower per year for irrigation pumps would 
be used as a base. 

An intensive signup campaign was then undertaken in November 
and December 1954, and January 1955. Excellent reaction to these 
minimums were found, with virtual 100 percent signup of the occupied 
units, and a response both from existing wells and from new wells. 
Results of this signup campaign produced an initial service group of 
280 domestic and small commercial users and 27 irrigation pumps with 
a combined horsepower guarantee of 770 horsepower. 

A revenue guarantee ‘from the signup totals $6,995 monthly from 
the domestic and small commercial users, and $11,475 annual for the 
irrigation pumps, for a pledged review total of $95,415 annual from 
the starting group. In guiding this group, my load figures, use esti- 
mates, and cost estimates were all based upon my day-to-day experience 
with such operating co-op systems as the WASCO Electric Co-op, The 
Dalles, Oreg.; the Columbia Basin Electric Co-op, Hep ypner, Oreg. ; 
the Umatilla Electric Co-op, Hermiston, Oreg. ; and others in the large 
farm area of eastern Oregon. By my computations the Harney Co-op 
could expect an approximate 1,500-kilowatt peak at the end of the Ist 
year of operation; a 2,500-kilowatt peak at the end of the 3d year; and 
a 5,000-kilowatt peak at the end of the 10th year. It is not estimate, 
but actual condition that such loads are existent as normal on the sys- 
tems mentioned above, and on others in eastern Oregon and Washing- 
ton. 

During this development period no commitment of any kind could 
be obtained from the BPA since no specific load data could be sup- 
plied, nor did the co-op receive further word from either of the private 
power companies other than occasional verbal comment when a com- 
pany representative was in the area. However, the size of the guaran- 
tee required and the enthusiasm shown by the prospective pumpers 
clearly indicated that both a low cost and a reasonably large volume 
wholesale power source would be required for feasibility. 

The informal offer made by the Idaho Power Co. clearly limited the 
supply to too low a level, and the cost to too high a price to be ac- 
ceptable, so the board decision was made to specifically request service 
from BPA as a preference customer, leaving the method of getting 
service to the cooperative to the opt ion of BPA. 

Encouraged by the results of the signup, a complete formal appli- 
cation for a loan for a distribution system was submitted to the REA 
on February 14, 1955, accompanied by two board resolutions directed 
to the REA, and two to the BPA. Resolutions to BPA requested 
that: 

1. BPA provide a power supply at or near Burns at 14.4/24.9 kilo- 
volts—which is the proposed distribution voltage of the system—with 
an estimated first year load of 1.500 kilowatts and . 10th year load of 
5,000 kilowatts. Service to be ready by September 1, 1956. 

2. In the event that supply cannot be eaciauk by the specified 
time, BPA investigate their a bility to participate in amortization of a 
co-op built transmission line through a lease or wheeling arrangement 
with allowance for BPA service to other customers. 

Resolutions to REA requested that: 

REA make an allotment of $909,440 to build a power distribution 
system to serve 307 consumers on 385 miles. 
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REA consider an additional loan for transmission line to be 
secured by lease or wheeling agreement with BPA. 

Copies of the application and of the resolutions were sent to both 
REA and BPA, and on February 18, 1955, were sent to Senators 
Morse and Neuberger, and to Second District Congressman Sam 
Coon. 

Upon receipt of their copies on February 23 and 24, each member 
of the Oregon congressional delegation listed promptly requested 
early and sympathetic action from both agencies. Meanwhile, on 
February 25, Dr. William Pearl, Administrator of BPA, wrote to 
the Board acknowledging the resolutions. This letter stressed the 
point that many difficult problems were raised, but that BPA would 
proceed with a study. This letter also indicated that BPA would 
explore wheeling through existing facilities. 

A reply by Dr. Pearl in similar vein was sent to Senator Neuberger 
on March 3 and Senator Morse on March 4, stating in each that 
BPA was interested very much since it represented almost the last 
area within the BPA service area that did not have BPA power 
available. 

Mr. Fred Strong, of the REA, also replied to the co-op and to the 
congressional letters on March 4 stating that the REA acknowledged 
the application, but could take no action until a firm wholesale power 
supply had been established. This, in effect, threw the burden back 
upon BPA to complete a power source plan before further action 
could be expected. 

On March 8 I stopped at the BPA office in Portland to determine 
if any action had been taken by BPA, but could obtain nothing con- 
crete. However, I was told the basic elements which were to appear 
in a letter to the co- op shortly, and which the co-op did receive under 
date of May 5. 

On March 14 Mr. R. A. Hogg, the commercial manager of the 
Idaho Power Co., and Mr. Evans, division head of the Oregon Prop- 
erties of California-Pacific, came to my office in The Dalles to discuss 
possibility of service to the Harney Co-op by an arrangement in 
which Idaho Power Co. furnished and sold the power and California- 
Pacifie wheeled it in to the delivery point at Burns. In this verbal 
offer, confirmed in writing later, the wholesale rate remained sub- 
stantially the same as the informal offer of the previous summer, but 
the ceiling on load had now been raised to 2,000 kilowatts. 

A further item was advanced at this time, that in addition to the 
Idaho Power Co. offer, California-Pacifiec would charge three-quarters 
mill per kilowatt- hour plus top or incremental losses for delivery 
of the power. I told them that at the time the cooperative would 
take no action on any power company offer until a definite statement 
had been received from the BPA, from which could be evaluated 
the cooperation we might expect from BPA. 

No statement was made by either Mr. Hogg or Mr. Evans on the 
possibility of their buying power from BP. \ or the co-op, nor was 
wheeling from BPA over Idaho Power Co. lines made a part of the 
discussion. The following day, March 15, the BPA and the Idaho 
Power Co. jointly announced a 20-year interconnection agreement 
at LaGrande—an agreement that made no provision for wheeling 
power to customers such as the Harney Electric Co-op. 
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In reply to an inquiry for information on the status of a contract 
-— delivery point in the Burns area for Harney Electric Co-op. 

Mr. Henry Alderman, publisher of the Northwest Ruralite, an 
doa co-op sponsored newspaper, Dr. Pearl on March 25, stated 
that— 

No decision has been reached, although Bonneville desires to act as expeditious- 
ly as possible in this and similar matters. The cooperative is considering alter- 
nate plans, and it is too early to say what its ultimate plan will be. 

At this time the cooperative was definitely not considering alternate 
plans and was awaiting w ith decreasing patience the reply promised 
in Dr. Pearl’s February 25 letter. 

During this period an exchange of correspondence between the 
Board and REA had taken place, culminating in a letter of April 11, 
1955, from Mr. Joseph Montgomery of REA, in which again was 
stressed the fact that REA could do nothing until a power source had 
been determined. ‘The letter went on to state: 

We regret your cooperative is having difficulty in arranging an adequate 
wholesale power source. One of the difficulties may be due to the fact that it 
appears your engineer has overestimated the kilowatt demand of your cooperative 
for the 5- and 10-year period. We estimate the kilowatt demand for these years 
will be 1,116 and 1,228 kilowatts, respectively— 

I might point out that constitutes roughly 2 percent increase per year, 
end I know of no power system that has been restricted to that type 
of growth— 
with corresponding annual kilowatt-hour requirements of 2,302,290 and 
2.896.900. * * * 

Taking into consideration the 27 irrigation consumers on your “A” loan, they 
will account for 60 kilowatts of the demand in the 5th and 10th year. 

There was no allowance for the addition of a single pump from 
the initial date of signed pledges to the end of the 10th year. 

We suggest that these demands and kilowatt-hour requirements be used 
in your negotiations with the power company. 

As soon as I learned of this statement, I protested to the Board in 
my letter of April 28, citing the fact that existing systems in eastern 
Oregon had use at the present time on a level of those in my estimates, 
and that it would be sheer folly to design and plan on figures so un- 
realistic to the conditions which may be expected. Certainly when a 
farmer guarantees a $25 monthly minimum bill the system should 
be able to deliver an equivalent amount of power. Another point in- 
dicated by the REA letter is their belief that at the end of 10 years 
not one more additional irrigation pump will have been installed than 
originally signed up prior to construction of the project. This is 
certainly not the experience of adjacent counties. 

Later the agi received a letter from Mr. Fred Hamlin, of 
REA, dated May 9, admitting that my comments had considerable 
merit, but suggesting delay on any reconsideration until a whole- 
sale power contract could be determined. This has resulated in the 
condition that only the protested figures are in the REA records, and 
many subsequent analyses have reverted to use of the discredited fig- 
ures. This line of thinking, originating with the Bufford report, has 
led to the continuous merry-go-round that the co- op cannot get an ade- 
quate low-cost power source because the loads are too low, and they 
cannot build load because the price is too high. 
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At the request of the Idaho Power Co. and the California-Pacific 
Utilities, a joint meeting was held, at which time the power company 
presented to the Board a formal booklet containing a wholesale rate 
offer similar to what was verbally offered to me in March (about 4 
times the BPA rate), but to whic h had been added the trimmings of 
an offer to negotiate a joint management and maintenance contract, 
a suggested retail rate schedule, a load estimate in keeping with the 
2,000 kilowatt demand maximum their system could deliver, and 
a 10-year estimate of operating costs cockeyed around to show the co- 
op could operate in the black even at the high wholesale rate being 
offered. 

This last was accomplished by reducing other operating costs to 
a ridiculously low figure. The board did not buy this offer, but 
tabled it, and in turn at this meeting passed another resolution citing 
to BPA that their failure to reply to the February 14 resolution had 
stopped REA from further action, and requested an immediate reply. 
BPA was also informed that no action would be taken on any power 
company offer until the BPA position was definitely determined. 

On May 5 BPA submitted a letter to the cooperative stating that 
BPA could not justify a transmission line to Burns from Redmond 
on the basis of the co-op load alone. This letter called for a minimum 

feasibility load of 9,473 kilowatts over a 10-year period (compared 
to my 10th year for the co-op of 5,000 kilowatts). 

No alternate possibility of wheeling through Idaho Power Co., or 
lease or wheeling through co-op built line was mentioned, though 
consideration of each had been repeatedly requested. 

Following the board’s meeting of May 25, to consider their next 
course of action, I wrote my May 26 letter confirming my verbal 
comments on the offers received; the Idaho Power Co. offer of the 
month before and the Bonneville offer of May 5. 

These offers, together with my letter, were forwarded to the REA 
for their review and comments. At this meeting it was also decided 
that I should prepare an estimate of the cost of transmission line ade- 
quate to serve the co-op from a BPA source at Redmond, Oreg., 130 
miles away. 

A meeting was then to be scheduled with Mr. Callard, chief of 
operations and maintenance of BPA to discuss BPA’s ability to par- 
ticipate in amortization of this line. This I proceeded to do, sub- 
mitting to the co-op, to REA, and to BPA on June 6, my cost estimates 
on various classes of transmission line, all more than adequate to serve 
the needs of the cooperative. These ran from $570,000 to $976,000— 
amounting to figures from one-third to one-half those estimated for 
construction of the facilities Bonneville planned. 

My comments, which accompanied the cost figures pointed out that 
fe: sibility of the transmission line would be obtained by the co-op, 
using my load estimate, at a total wholesale power cost ‘of approxi- 
mately half of the Idaho Power Co. offer. Such assistance as could 
be offered by the BPA in the form of lease or wheeling would make 
the investment by REA in transmission that much more secure. 

A meeting was called with Mr. Callard on June 13, at which the 
board was told there would be no wheeling over Idaho Power Co. 
lines under any existing or contemplated ‘contract; that wheeling 
over a co-op-financed line would be kept to such a short term it 
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would appear unacceptable to REA; and that no further lease agree- 
ments on co-op constructed lines were to be considered under the 
present BPA policy. ate 

Mr. Callard did promise to have investigated the possibility of 
BPA constructing a portion of the line, to be extended by the coopera- 
tive the balance of the way. Specific pressure was brought to this 
meeting by the fact that on June 10, REA had informed the co-op 
that the Idaho Power Co. offer submitted by the board on May 26, 
was wholly unacceptable. 

Mr. Callard, by his letter of June 24, made a rough guess comment 
that probably the first 30 miles of line could be built under the plan 
mentioned above, but he also offered so many qualifications that it 
actually represented a delaying tactic, rather than a progressive effort. 

REA meanwhile had reviewed their field representatives’ report of 
the June 13 meeting with BPA and on June 27 recommended that 
another try be made to obtain lower rates from the Idaho Power Co., 
even drawing up a suggested form of letter to be used. 

The cooperative questioned the value of this—however, in their 
anxiety to proceed were willing to try every avenue, so the letter was 
sent on July 8. The REA memorandum again suggested possible 
wheeling over the Idaho Power Co. lines, and again discussed the 
“allocated load figures” which were those I thought had successfully 
been protested in April. 

In a sense of frustration at this seemingly endless circle the board 
had packets of all the pertinent correspondence made and sent to 
Senators Morse and Neuberger and Congressman Coon. Taking the 
initiative for the group, Senator Morse on July 22 took both REA 
and BPA to task for their failure to provide aggressive support in 
working out a problem solution. 

Reply to these two letters by the respective Administrators of the 
two agencies have taken the form of protestation that the agency 
means well and will do all in its power to work out a solution while at 
the same time repeating certain data which is intended to produce 
a fallacious impression, or will divert attention from woehuble alter- 
nate methods of accomplishing the desired end. 

Since some of the points were so misleading or incomplete, I wrote, 
on August 22, a commentary on the exchange of correspondence in an 
effort to spotlight the discrepancies. This was addressed to Senator 
Morse, for his use in furthering the co-op’s goal. 

The board of directors were again called into session on September 7, 
to receive the latest offer of the Idaho Power Co. and the California- 
Pacific Utilities, in the form of an afternoon-long discussion supple- 
mented by a well prepared booklet amending the offer made in April 
1955. ‘Terms of the new offer were at the same basic wholesale rate, 
with revision made in the ratchet clause for the offpeak season load. 

Principal part of the discussion, however, stressed the offer to pro- 
vide free management, free office space, and a variety of other fringe 
benefits. A reanalysis of the 10-year operating cost was also pre- 
sented, with generally the same fallacious study of too low operating 
costs to offset too high power cost. 

_ Mr. Earnest Moldenhauer and Mr. Stewart Hamilton of REA were 
in attendance at this board meeting, and quite completely pointed out, 
by questions during the discussion, the weak points of the power com- 
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pany offer. At the conclusion of the discussion, a letter written by 
the Idaho Power Co. the day previously was presented to be signed 
by the board president, presumably outlining all of the points of 
agreement which were reached during the afternoon. 

This letter was immediately tabled by the board, and more than 
ever the co-op realized and was determined to obtain a power supply 
which did not carry, in addition to extremely high cost, strings on 
load growth and management. 


SUMMARY 


It is apparent that the morale of the people who have attempted 
organization of an areawide self-service power distribution unit can- 
not forever withstand the buffeting it is receiving from indifference 
or opposition by the Government agencies established to assist in such 
activities, and from the divertive effort of outside groups interested 
only in control and restricted development. 

Three principal points stand out most clearly in developments to 
date: 

l. (a) Each of the offers of the Idaho Power Co. and California- 
Pacific Utilities on wholesale rates is too high and too restrictive for 
reasonable expansion and development of the power distribution 
system of the co-op, and is therefore unacceptable. 

(2) Management by the above utilities would not constitute the 
continuous, undivided effort the cooperative needs. Working rela- 
tionship of other REA co-ops in the Idaho Power area have been 
such that certainly no confidence can be felt in this scheme. 

2. The REA, through tenacious retention of unrealistic load esti- 
mates is thwarting the development of an adequate, low-cost source. 
Suggestion that high-cost sources be investigated does not aid in maxi- 
mum development of the system, nor will temporary use of the high- 
cost sources promote growth to enable ultimate independence. 

All of the REA personnel stationed in the western area are thor- 
oughly convinced of the feasibility of this project, and of the rea- 
sonable level of my estimates. In fact, it is being advocated by some 
of this personnel that henceforth all study for system design be car- 
ried on at a level about 10 times that estimated by the Bufford report. 

3. The Bonneville Power Administration, through unwillingness 
to work along plans other than complete ownership of a direct serv- 
ice, 1s closing the door to possible development which might at a 
later date make the direct service feasible. Under this comment 
should be regarded : 

(a) Failure or refusal to work out a wheeling agreement over 
Idaho Power Co. lines while a contract with that company was being 
negotiated. ’ 

(4) Refusal to consider a plan whereby wheeling could be paid to 
the co-op over co-op-owned lines. | 

(c) Refusal to consider lease of co-op-owned facilities for which 
there are at least a half-dozen cases as precedent. 

(7) Failure to consider any load except that of the co-op in com- 
puting feasibility, and then restricting the payout to what might be 
earned in the first 10 years of existence. There is not much doubt 
that other loads, already in a recognizable stage of existence would 
be developed. 


j 





ted 
an- 
nce 
ich 


ted 


\la- 
for 
ion 


the 
sla- 
een 


sti- 
ree. 
xi- 
oh- 


or- 
ea- 
me 
ar- 
rt. 
1eSS 
ryv- 
ts 

ent 


ver 
ing 


| to 
ich 
ym- 
be 


ubt 
uld 





7 
? 
8 
q 
a 








: 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1041] 


With a willingness to work together by the two agencies, such as 
marked many of the past years, a complete, adequate low-cost source 
for this unserved area could easily be accomplished. Further fruits 
of this would be realized in the stabilization of the supply of the 
existing utilities. 

Mr. Chairman, that presents my statement which I would like to 
have you accept for the record. 

(The matter above referred to is as follows :) 


APPENDIX ITEM A 


HARNEY ELECTRIC COOPERATIVE, INC., 
Burns, Oreg., February 14, 1950. 
Dr. WILLIAM PEARL, 
Bonneville Power Administration, Portland, Oreg. 

Dear Sir: Whereas a meeting of the Harney Electric Cooperative, Inc., was 
duly and regularly called for the 14th day of February 1955 in the city of Burns, 
county of Harney, and State of Oregon, and said meeting was had with a quorum 
being present, after review of the application to be submitted to REA, it was 
moved by Richard Cowan and seconded by Lyle Vickers that the following reso- 
lution be adopted and the same was unanimously passed. 


RESOLUTION 


Be it resolved, That the Harney Electric Cooperative, Inc., request the BPA to 
provide to them as preference customers, a point of delivery at 14.4 to 24.9 kilo- 
volts in the vicinity of Burns, Harney County, Oreg., for an estimated initial load 
of 1,500 kilowatts by the date of September 1, 1956, and that such source recog- 
nize a potential growth of size to 5,000 kilowatts within 10 years’ time. 

And it was, at the said time and place, further resolved as follows: 


RESOLUTION 


Be it further resolved, That if a point of delivery cannot be provided in the re- 
quired minimum time, then they investigate their ability to participate in the 
amortization of transmission facilities through a lease agreement or wheeling ar- 
rangement with other customers, such facilities herein referred to, to be financed 
by a loan from REA to Harney Electric Cooperative, Inc. 

I, Henry C. Kelley, do hereby certify that I am the secretary of the Harney 
Electric Cooperative, Inc., and that the foregoing copy of resolutions are true and 
correct copies of the originals as the same appear in my files. A 

HARNEY ELECTRIC COOPERATIVE, INC., 
By (signed) Henry C. Kerry, Secretary. 


HARNEY ELECTRIC COOPERATIVE, INC., 
Burns, Oreg., February 14, 19355. 
HEAD, OPERATION SECTION, 
Western Area Office, REA, Washington 25, D. C. 


Dear Str: Whereas a meeting of the Harney Electric Cooperative, Ine., was 
duly and regularly called for the 14th day of February 1955, in the city of Burns, 
county of Harney, and State of Oregon, and said meeting was had with a quorum 
being present, after review and discussion of the application forms and estimated 
cost data, it was moved by Neil Miller and seconded by Marcus Haines that the 
following resolution be adopted and the same was unanimously passed. 


RESOLUTION 


Be it resolved, That the Harney Electric Cooperative, Inc., request of and from 
the REA a loan in the amount of $909,440 for construction of the distribution 
system constituting the Harney Electric Cooperative, Inc., or such funds as the 
REA deems necessary, proper, and adequate for the installation of the system 
and for necessary operating capital and equipment as specified in the application 
for electric loan and additional maps, diagrams, and estimates to be submitted 
with the resolution. 
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At the said time and place it was moved by Neil Miller and seconded by Marcus 
Haines that the following additional resolution be adopted and the same was 
unanimously passed. 


ADDITIONAL RESOLUTION 


Be it resolved, That if and in the event that the BPA is unable to provide an 
adequate power supply in the vicinity of Burns, Oreg., by the time of comple- 
tion of the distribution system of the Harney Electric Cooperative, Inc., request a 
loan from the REA to construct a 115-kilovolt transmission line and substations 
from Redmond, Oreg., to Burns, Oreg., the same to be operated under a lease or 
wheeling agreement with BPA. 

I, Henry C. Kelley, do hereby certify that I am the secretary of the Harney 
Electric Cooperative, Inc., and that the foregoing copy of resolution and addi- 
tional resolutiton are true and correct copies of the originals as the same appear 
in my files. 

HARNEY ELECTRIC COOPERATIVE, INC., 
By (signed) Henry C. Ketiey, Secretary. 





APPENDIX ITEM B 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland 8, Oreg., February 25, 1955. 
HARNEY ELECTRIC COOPERATIVE, INC., 
Burns, Oreg. 
(Attention: Mr. Henry C. Kelley, Secretary.) 


GENTLEMEN: Your letter dated February 14, 1955, reached us on February 21 
and we are pleased to see your plans for getting your REA project underway. 

Your resolution of February 14 addressed to the Bonneville Power Adminis- 
tration to work out sources of power for your cooperative to meet an energization 
date of September 1, 1956, poses quite a problem for us. 

Furthermore, your suggestion of building a 140-mile, 115-kilovolt transmission 
line from Redmond to Burns with substations at each end presents a formidable 
economic study consisting of future load growth. 

We need to explore several avenues of approach including service over utility 
systems in closer proximity to Burns in order to arrive at the best answer on 
the feasibility of serving your project. 

We will proceed as rapidly as possible and will consult with your consulting 
engineer, Mr. Robert Welty. 

Sincerely yours, 
Wma. A. PEARL, Administrator. 





APPENDIX ITEM © 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RurAL ELECTRIFICATION ADMINISTRATION, 
Washington 25, D. C., March 4, 1955. 
Hon. WAYNE Morse, 
United States Senate. 


DEark SENATOR Morse: This is in reply to your letter of February 24, 1955, 
urging that we give our sympathetic and prompt attention to the loan applica- 
tion forwarded by the Harney County Electric Cooperative, Inc., Burns, Oreg. 

The application was received February 23, 1955, and has been reviewed for 
completeness. Our review indicates that the cooperative has not as yet received 
a firm offer for a supply of wholesale power. This is a fundamental require- 
ment since the REA must be assured that adequate wholesale power will be 
available before the application can be processed. The Harney County Electric 
Cooperative has been informed of this fact. 

Depending on the source of power selected loan funds in addition to the 
amount presently requested may be required to make this power available to 
the cooperative. Should this be true the additional funds required for this 
purpose would have to be given consideration in connection with the present 
application. 
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We will place this application in process immediately upon receipt of the 
required information from the cooperative and shall keep you informed re- 
garding its progress. 

Sincerely yours. 
(Signed) Frep H. Strone 
(For Ancher Nelsen, Administrator). 





APPENDIX ITEM D 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington 25, D. C., April 11, 1955. 
Subject: Oregon 41 Harney. 
Mr. Henry C. KELLEY, 
Secretary-Treasurer, Harney Electric Cooperative, Inc., 
Burns, Oreg. 

Dear Mr. KEtiey: This is in reply to your letter of April 4, 1955, in which 
you requested our tentative approval of your cooperative’s A-loan application. 

We regret your request cannot be complied with for the reason that this office 
is not authorized to give any type of approval, tentative or otherwise, to a loan 
application. This approval can only be given by the Administrator of the Rural 
Electrification Administration, and it is final, never tentative. A loan applica- 
tion cannot be forwarded by this office for administrative decision until we have 
definitely determined that it meets all the requirements of REA for a loan, 
and that it is feasible. As mentioned in previous correspondence, we cannot 
determine whether your loan will be feasible until you inform us of (@) the 
cost your cooperative will have to pay for wholesale power and (0) the amount 
of additional loan funds that will be required, if any, to bring this power to your 
cooperative. 

We regret your cooperative is having difficulty in arranging for an adequate 
wholesale power source. One of the difficulties may be due to the fact that it 
uppears your engineer has overestimated the kilowatt demands of your coop- 
erative for the 5- and 10-year periods. We estimate the kilowatt demands for 
these years will be 1,116 and 1,228, respectively, with corresponding annual 
kilowatt-hour requirements of 2,302,920 and 2,896,800. 

Should your cooperative attain its expected growth by the 10th year, the 
kilowatt demand could approximate 1,437 with an annual kilowatt-hour require- 
ment of 3,775,800. 

Taking into consideration the 27 irrigation consumers in your A-loan, they 
will account for 600 kilowatts of the total estimated demand in the 5th and 
10th years, and an estimated 810,000 kilowatt-hours of the total annual require- 
ments for these 2 vears. 

We suggest that these demands and kilowatt-hour requirements be used in 
your negotiations with the power companies. 

Please inform us if we can be of further assistance to you. 

Very truly yours, 
(Signed) JosepH E. MONTGOMERY, 
Operations Section. 


APPENDIX ITEM E 


THE DALLEs, Orec., April 28, 1955. 
Mr. Henry C. KELLey, 
Secretary, Harney Electric Coop., Inc.., 
Burns, Oreg. 

DEAR Mr. Kettey: The following comments concern the letter dated April 11, 
1955, sent to you from Mr. Fred Hamlin’s office by Mr. Joseph E. Montgomery. 

I am cognizant of the fact that REA’s analysis on your loan cannot be completed 
until the points listed under (a) and (b) in the above letter have been established. 
In fact, that is the reason for your recent meetings, congressional pressure to get 
replies when none were forthcoming from prospective power suppliers, ete. 

The third and subsequent paragraphs, however, seem to me to be based upon a 
line of thinking which will be of serious handicap in analyzing the project. The 
following points, I believe, are of importance and should be given added consid- 
eration by REA. Copy of this letter is being sent to Mr. Fred Hamlin. 
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1. To date, no direct reply has been received from BPA concerning either their 
ability or intention to provide either direct or transfer service to the cooperative 
at the standard BPA rate of 3.5 mills, or any other price. My load estimates 
have not been a factor in this delay. The Idaho Power Co.-California Pacific 
tieup has offered at rate of approximately 1 cent per kilowatt-hour, which was 
at first offered with a top limit of 1,000-kilowatt demand, recently revised to 2,000 
kilowatts. A larger demand would necessitate reconstruction of facilities on the 
power company’s part, which they would do if sales proved suflicient to make the 
change. 

2. The rough estimates of demand I made for a 1-, 5-, and 10-year period are 
substantially above those suggested in the April 11 letter, in which it was recom- 
mended to the Board that the lower figure be used in negotiations for a power 
source. I can only presume that the figures were developed from Mr. Bufford’s 
report—which arrives at use conclusions vastly below the experience of such 
projects as Oregon 26 Wasco, Oregon 29 Morrow, the wheat country section of 
Oregon 14, Umatilla, and others in large farm areas, where use per farm is 1,200— 
1,800 kilowatt-hours per month. Such use will produce a demand 2 to 38 times 
that listed in either the Bufford report or in the April 11 letter. Because the 
co-ops above listed did not foresee such average uses, each is faced at present with 
extremely costly conversions and reconstruction to make continued service to 
their members possible. There is no reason to believe uses in this area will not 
rise to similar levels—just as there is no reason to believe that the 770 horse- 
power of irrigation pumping included in the original application is all that will 
come on the line in the 10 years. 

This is a changing country with its future ahead. Our experience at Fort Rock, 
where a supplementary application will soon have to be prepared to provide for 
pumps beyond any originally contemplated, bears this out. 

3. Comparisons such as those supplied by Idaho Power Co., who have even 
offered a suggested retail rate are not the basis on which this Oregon project must 
be judged. 

I have repeatedly reviewed with the Board the fact that a suecessful project 
will not be developed by the bare minimum with which it would be possible to put 
light bulbs in a house, but by availability of adequate power for any and all 
practical purposes. To ask for too little, or to underdesign your system could be 
the greatest economic folly. 

Very truly yours, 
Rosert WEty, Consulting Engineer. 


APPENDIX ITEM F 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington, D.C., May 9, 1955. 
Subject: Oregon 41 Harney. 
Mr. HENry C. KELLEY, 
Secretary, Harney Electric Cooperative, Inc., 
Crane, Oreg. 

We have received a copy of a letter dated April 28, 1955, which Mr. Robert 
Welty had written to you referring to our letter of April 11, 1955. 

Mr. Welty’s comments were reviewed and it is felt that his comments have 
considerable merit. The kilowatt-hour usage of the three Oregon systems cited 
in his letter, although attained after a period of 10 or more years, would appear 
to indicate that your system might, in a shorter period of time, also attain such 
kilowatt-hour usage. However, our estimates of power requirements were based 
on field studies consisting of visits to signed and potential members in the area 
to determine the type and amount of electrical appliances and equipment which 
would be placed on the line and to what extent the electricity will be used by the 
members. Deviation from this method of appraisal to any great extent would 
not necessarily assure more accurate estimates. There is also the possibility that 
the higher kilowatt-hour usage pointed out in Mr. Welty’s letter would not be 
attained. If the system were built to meet such demands it might be overdesigned 
with the further possibility that the cooperative would not be able to meet its 
loan repayments to the Government when they became due. 

We realize there are certain potential factors which may change the estimates 
mentioned in our letter of April 11,1955. One of these factors is the cost of whole- 
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sale power. It is reasonable to assume that if your cooperative can obtain low 
cost power, similar to the rates paid by the majority of other Oregon cooperat ives, 
there would be an increase in the average usage by the members who normally 
would find it economical to use large blocks of the lower-cost power. 

In view of the above we suggest that any further consideration in regard to 
the revision of our kilowatt-hour estimates be postponed until it is determined 
what the wholesale cost of power for your system will be. It is felt that at that 
time there will be a firmer basis upon which these estimates can be further 
reviewed. 

Please be assured that we will give every attention to these matters so that 
your proposed system will neither be underdesigned nor overdesigned with regard 
to its present and future needs. 

Very truly yours, 
FreD HAMLIN, Head, Operations Section. 





APPENDIx ITEM G 


HARNEY ELECTRIC COOPERATIVE, INC., 
Burns, Oreg., April 28, 1956. 
Dr. WM. A. PEARL, 
Administrator, Department of the Interior, 
Bonneville Power Administration, 
Portland, Oreg. 

Dear Dr. PEARL: The Harney Electric Cooperative, Inc., has been informed by 
the Rural Electrification Administration that their application for funds to con- 
struct a power-distribution system cannot be processed until the cooperative has 
established their wholesale power supply. 

In view of the fact that direct service from the Bonneville Power Administra- 
tion represents the cooperative’s most economical source, the board of directors, 
at their meeting April 27, have adopted the following resolution: 

“Be it resolved by the Harney Electric Cooperatives, Inc., at Burns, Oreg., 
That a request be made of the Bonneville Power Administration for a reply to 
our letter of February 14 regarding delivery of power to the Harney Electric 
Cooperative, Inc., at Burns, Oreg. 

An alternate offer has been received from the Idaho Power Co., but no action 
on this offer will be taken until the position of Bonneville Power Administration 
is definitely determined. 

Very truly yours, 


‘ 


Henry C. Kerrey, Secretary. 





APPENDIx ITEM H 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., May 5 1955. 
Mr. Henry C. KELLEY, 
Secretary, Harney Electric Cooperative, Inc., 
Crane, Oreg. 

Dear Mr, KELLEY: We are sorry that it has taken so long to get a final reply 
to your letter of February 14, 1955, in reference to the Bonneville Power Ad- 
ministration construction facilities to supply wholesale power to your newly 
formed REA cooperative. 

Our staff in Portland carefully examined the feasibility of the project in the 
light of the expenditures we would have to make and found that anticipated 
load to be reached over a 10-year period was far below the minimum feasibility 
standards set for new projects. 

We found that our total annual costs of the required facilities and transmission 
line would be $139,834 per year. To meet minimum feasibility, an average load 
of 9,437 kilowatts would be required over a 10-year period. Your own estimates 
submitted to REA indicate a load starting at 1,500 kilowatts, reaching 2,500 
kilowatts in 3 years and 5,000 in 10 years. 

We delayed replying to your request until we could be in Washington to discuss 
the problem further with our Department people. 
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After looking at all angles of the project we have reached the firm conclusion 
that the large dollar outlay on the part of the Federal Government in getting 
Bonneville power to your project could not be justified on the basis of the total 
expected revenue over a 10-year period. 

Sincerely yours, 
(Signed) Wa. A. PEARL, Administrator, 


APPENDIX ITEM I 


RosperRT WELTY, CONSULTING ENGINEER, 
The Dalles, Oreg., May 26, 1955. 
Subject: Oregon 41 Harney. 
BoarD OF DirREcTORS, HARNEY ELECTRIC COOPERATIVE, 
Burns, Oreg. 


DEAB Strs: Pursuant to the request made at your meeting of May 25, I have 
reviewed the report filed with you by the Idaho Power Co. entitled “Estimate of 
Financial Feasibility of Proposed Harney Electric Cooperative.” I have also 
considered the statements made in Dr. William A. Pearl's letter of May 5, 1955, 
and offer the following comments for your consideration. 


IDAHO POWER CO. OFFER 


The following by no means constitutes a complete analysis of the offers, but 
merely is intended to point out a few of the pertinent points. 

1. (a) The rate schedule offered on page 2 of the preliminary draft of con- 
tract computes to an average wholesale rate of approximately 9.31 mills per 
kilowatt-hour based upon a load factor of 45 percent, with high-voltage metering. 
This would provide delivery at Van, about 80 miles from Burns. 

(6) California Pacific Utilities, page 3 of the estimate proper, offers to wheel 
power from Van to Burns for an additional 0.75 mills per kilowatt-hour. 

(c) Net cost of power to the cooperative at Burns, at 69 kilovolts, would thus 
be 10.06 mills per kilowatt-hour. 

(7) Transformer bank and line losses may be expected to be in the range of 
15 percent of the kilowatt-hour purchased. The power cost per kilowatt-hour 
sold would thus be 11.57 mills per kilowatt-hour. 

(e) To utilize the California Pacific point of delivery at Burns, the cooperative 
would have to add approximately $90,000 for transmission line and substation 
facilities to the present distribution line allotment request. 

2. The maximum demand under this contract is specified at 2,000 kilowatts. 
This could become an absolute block to co-op growth in the future. Under the 
proposed rate offer, the estimate is not unrealistic, however, as the high cost 
would tend to promote use of gas, ete., for domestic purposes wherever possible 
thereby probably limiting co-op growth anyway. 

3. The 10-year schedule of operations is based upon power use at virtually 
prohibitive rates, so use figures probably are not out of line in the later years. 
However, the balance of costs between wholesale power, maintenance, operations, 
collections, etc., have been decidedly distorted with the intention of showing 
feasibility even under high power cost. Application of the percentages of the 
national averages for all REA cooperatives will show that the power percentage 
is substantially too large, and the maintenance and operation expenses are too 
low in almost exactly the same amount. The distortion is even more emphatic 
when compared to BPA area REA cooperatives. Method of computation of in- 
terest, amortization, depreciation, do not follow the REA standards for these 
items. 

4. Contract would be for a 10-year period. Once involved in this contract, 
chance of bettering your position would be almost nil, since entry into the area 
by BPA would be only because of largely expanded load, but the contract would so 
stifle growth that the expansion would not materialize. 

5. The suggestion (p. 4 of the report) that management of the cooperative be 
contracted to the California-Pacific Utilities is, in my opinion, extremely unde- 
sirable for the cooperative’s well-being. Past history of all of the cooperatives 
operating in the Idaho Power Co. area has certainly not been other than a lamb- 
and-wolf relationship. The cooperative needs someone in charge who is working 
first, last, and always for the best interest of the cooperative. 
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6. This report indulges in comparisons of this area to Idaho REA projects 
which are not comparable, or which have existed under conditions of restraint 
imposed beyond the cooperatives control. The comparisons do not stand up in 
an area within reasonable service reach of the BPA. Further, rather than from 
that which it is entering with the immigration of experienced irrigation farmers 
from the drought areas. 

As I have expressed previously to the board, a project based upon high power 
cost and restricted use is almost impossible in this sparsely settled area. The 
very life of the cooperative is dependent upon the availability of adequate power 
at reasonable cost for full use in every practicable way. 


BONNEVILLE POWER ADMINISTRATION LETTER OF MAY 5, 1955 


The May 5 letter from Dr. William A. Pearl indicates their inability to justify 
construction of a 115-kilovolt transmission line and substations from Redmond, 
Oreg., to Burns, Oreg., based on the co-op load alone. Apparently their estimated 
cost is in the round figure of $1.8 million, from which is derived the annual cost 
of $139,840 and the load requirement of 9,473 kilowatts. 

Your request for either a wheeling-transfer agreement method of service, o1 
participation by the BPA in the form of lease or wheeling with the co-op on a 
co-op-built line has not been answered. 

It is my firm conviction that a line fully adequate to serve the cooperative can 
be built for a cost so far below the BPA estimate as to bring the entire cost into a 
feasible level with an effective rate substantially below the Idaho Power Co. 
offer. 

I strongly urge that you submit to the Rural Electrification Administration 
for study the report of the Idaho Power Co. and the BPA letter, but that with 
this submission be embodied a request that no final action be taken on the offers 
until the co-op has had time to meet with representatives of the BPA to fully 
review the alternates mentioned above, and to explore other possibilities which 
might effect for the co-op a wholesale rate substantially below offers to date. 

Very truly yours, 
(Signed) Rosperr WELTY. 





APPENDIX ITEM J 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
RurAL ELECTRIFICATION ADMINISTRATION, 
Washington 25, D. C., June 10, 1955. 
Subject: Oregon 41 Harney wholesale rates. 
Mr. MARVIN E. Youna, 
President, Harney Electric Cooperative, Ine.. 
Burns, Oreg. 

Dear Mr. Younc: This is in reply to your letter of May 27, 1955, in which 
you enclosed a copy of Idaho Power Co.’s proposed contract for service to your 
cooperative, and its estimate of financial feasibility for the Harney Electric 
Cooperative. 

We have reviewed the company’s proposed contract and find that the rate 
will average approximately 11.0 mills per kilowatt-hour based on your coopera- 
tive’s particular load characteristics. This 11 mills plus the proposed 0.75 mills 
per kilowatt-hour for wheeling, charged by California-Pacific Utilities Co. would 
result in a power cost of 11.75 mills. 

This high cost of power is a result of the high rate, together with the 100 
percent billing demand ratchet provision which would increase the rate for 
irrigation use; the rate will average 3.45 cents per kilowatt-hour. During the 
irrigation season it will average 8.9 mills per kilowatt-hour. In addition to the 
high rate, we believe the contract term of 10 years is excessive and it should not 
be for more than 5 years. The high rate, the contract term, and the limitation 
of capacity, makes the proposed contract very undesirable. 

In reviewing the Idaho Power Co.’s service to California-Pacific Utilities Co., 
we find that Idaho Power is selling energy to this utility at a much lower rate 
which averages in the neighborhood of 6 mills per kilowatt-hour. Service to 
California-Pacific is under the company’s schedule No. 29. 

A review of the company’s feasibility study indicates that the company’s 
determination of the rate level needed by your cooperative for feasibility is 
below that required. 
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Its comparison with rate levels of other cooperatives is not a criterion for 
determining the accuracy of any rate. The cooperatives listed have conditions 
of service not similar to your cooperative area and a lower power cost than 
that proposed by the power company. 

The loan application submitted indicated that the average investment per 
consumer would be in the neighborhood of $3,000. Under such high investment 
per consumer it is imperative that the lowest possible power cost be obtained 
in order to be able to sell electricity to your members at a price which they 
ean afford. 

A brief review of revenue requirements based on your loan application would 
indicate the following average revenue per kilowatt-hour be required based on 
the Idaho Power Co.’s wholesale rate: 


Farm and nonfarm and small commercial use 5.9 cents per kilowatt-hour 
Irrigation service, 4.9 cents per kilowatt-hour 


» 


If your cooperative is able to purchase power from Bonneville at 3.5 mills 
per kilowatt-hour the following revenue levels would be required: 


Farm and nonfarm and small commercial 4.9 cents per kilowatt-hour 
Irrigation service 3.1 cents per kilowatt-hour 


On the basis of the anticipated average use of farm and nonfarm consumers 
the differences in wholesale rates would result in more than S60 a year and for 
the average irrigation consumer approximately $330 a vear. 

As we mentioned, because of the high average investment per consumer and 
the small size of the cooperative, high retail rates would be required. Con- 
sequently, any savings which can be had with respect to power cost go a great 
way in enabling the cooperative to sell power at the lowest rate possible. With- 
out low cost of power in our opinion the rate level to your members would 
become so high as to prevent electrification of the area and complete electrical 
use of appliances. 

We understand that you are having another meeting with the Bonneville 
Power Administration in regard to service to your cooperative. We would 
appreciate your keeping us informed as to the results of this meeting. 

Very truly yours, 
Frep HAMLIN, 
Operations Section 9, Western Area, 





APPENDIX ITEM K 


UNITED STATES DEPARTMENT OF INTERIOR, 
30N NEVILLE POWER ADMINISTRATION, 
Portland 8, Oreg., June 24, 19355. 
Mr. Ray Novotny, 
Burns, Oreg. 

DeAR Mr. Novotny: We have carefully reconsidered the problem of doing some 
construction on the Redmond-Burns proposed 115-kilovolt line, to be operated for 
some years at 69 kilovolts, 

It is very difficult to come up with a definite figure as there are so many different 
angles, in calculating the load estimates over a 10-year period, necessary in making 
a feasibility study. 

I don’t think that we can come up with a definite figure until REA can give 
us their estimate of the load based upon their study of the project. 

I know that you want some figure to work with at this time and it looks as 
though we might be able to put in the 69-kilovolt line position at Redmond and 
build approximately 30 miles of line, which would take us to some point in the 
vicinity of Prineville. If the Crooked River Irrigation District plan should crys- 
tallize we might build the line to a point where service could be given to any 
possible pumping load that would be occasioned by the development of the irriga- 
tion distriet—but that is still somewhere in the future. 

I am sending a copy of this letter to our Washington office and will ask them 
to get in touch with REA and see what the joint picture looks like. 

As I told your group when you visited us a week ago Monday, these are very 
prelitninary statements on our part and are very definitely subject to review by 
the Department and the Bureau of the Budget. 
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If Mr. Welty and your group have worked out a year-by-year basis as to your 
expected loads in kilowatt-hours, we would like very much to have a copy of such 
a study so that we can again take a look at the 30-mile figure. 

Sincerely yours, 
N. H. CALLARD, 
Director of Operations and Maintenance. 





APPENDIX ITEM L 
OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JUNE 27, 1955. 
To: Fred Hamlin, Head,.Operations Section, Western Area Office. 
From: E. W. Moldenhauer, Head, Power Procurement Section, Electric Operations 
and Loans Division. 
Subject: Oregon 41 Harney wholesale rates. 

We have reviewed Mr. Hamilton’s report of June 13 with reference to the coop- 
erative’s meeting with Mr. Goldhammer and Mr. Callard of Bonneville Power 
Administration. The possibility of the cooperative building any transmission 
line should be considered as a last resort even with Bonneville building approxi- 
mately 40 miles of line east of Redmond. With BPA building 40 miles of line, 
it would be necessary for the cooperative to build approximately 92 miles. Based 
on allocated load conditions, the estimated fixed charges would be well in excess 
of 1.0 cent per kilowatt-hour, which would make it almost impossible to show 
feasibility with reasonable rates. Loads of 5.000 kilowatts or more would reduce 
fixed charges to 3.0 mills per kilowatt-hour. However, the present allocated load 
is 1,245 kilowatts and 2,800,000 kilowatt-hours per year. A short-term contract 
with Idaho Power Co. would be better than constructing a transmission line at 
present. We do not think Bonneville could justify the construction of the entire 
line solely for the purpose of serving the cooperative unless it has other service 
plans. Continued pressure for service from BPA should not discount the possi- 
bility of wheeling by Idaho Power Co. In addition to negotiations with BPA, 
we believe it desirable that the cooperative continue negotiations with Idaho 
Power Co. 

We are attaching a draft of a suggested letter for the cooperative to send to the 
Idaho Power Co. for reconsideration of their contract proposal. We shall be glad 
to assist the cooperative in any negotiations with the Idaho Power Co. or Bonne- 
ville to obtain a satisfactory source of power. 





APPENDIX ITEM M 


HARNEY ELECTRIC COOPERATIVE, INC., 
Burns, Oreg., July 8, 1955. 
Mr. T. BE. Roacn, 
President, Idaho Power Co., 
Boise, Idaho. 

Dear Mr. Roacu: This is in reference to the power contract proposal made 
by your company and the California Pacific Utilities Co. for service to our 
proposed cooperative near the outskirts of Burns, Oreg. 

We have organized a proposed rural electric cooperative and have made appli- 
cation for funds from the Rural Electrification Administration for the purpose of 
providing central station service to approximately 307 members which have 
heretofore been denied this privilege. The Rural Electrification Administration 
before making a loan requires that we have made arrangements for a satisfac- 
tory source of power. 

The analysis of the contract proposal made by our engineer and by the Rural 
Electrification Administration indicates that the proposal was undesirable 
because of the high rate, the contract term, and the possible limitations of 
capacity. We find that on the basis of our load characteristics, which call for 
a high summer demand because of irrigation, the proposed rate, considering the 
€.75 mill per kilowatt-hour for wheeling to California Pacific, would result in an 
overall power cost of 11.75 mills per kilowatt-hour. Because of the 100 percent 
billing demand racket, the cost of power would average 3.45 cents per kilowatt- 
hour during the nonirrigation periods and 8.9 mills per kilowatt-hour during 
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the irrigation period. This is, of course, a very high price to pay for power in 
the Northwest when comparing it with power cost available from other suppliers 
in this area. 

We are already faced with a very high investment cost per consumer because 
of the 385 miles of line needed to serve our 307 consumers. This makes it impera- 
tive that we purchase wholesale power at a very low rate. 

Your commercial manager, Mr. Hogg, made an estimate of the financial feas- 
ibility of our proposed cooperative. The Rural Electrification Administration 
reviewed this estimate and found that considerably higher rates would be 
required than those suggested in his feasibility study. In addition, REA stated 
that we could not compare our proposed cooperative with those listed in the 
feasibility study as conditions of service were not similar to our cooperative 
area and that these cooperatives paid a much lower price for power. Our 
proposed cooperative area is one of the few remaining areas left in the State 
of Oregon to which central station service has not been made available. It is 
imperative, in order to serve our members and to succeed, that the lowest cost 
of power possible be obtained. 

We would appreciate it if your company would reconsider the power contract 
proposal previously made with respect to a lower rate which would be more in 
line with the cost of power normally associated with the Pacific Northwest and 
also consider a 5-year rather than a 10-year contract term with adequate 
guaranty for delivery of capacity as may be needed. 

Very truly yours, 
Marvin YOUNG, President. 





APPENDIX ITEM N 
JULY 22, 1955. 
Ir. WitttaAM A. PEARL, 
Administrator, Bonneville Power Administration, 
Portland, Oreg. 


Desr Dr. PEARL: As I indicated during your recent visit to my office, I have 
been greatly concerned with the progress of the newly formed rural cooperative 
in Harney County, Oreg. Since I feel very strongly that it was to assist organ- 
izations of this sort that the preference clause was included in the Bonneville 
Project Act, I have been dismayed to learn that it is apparently your decision 
that the Administration cannot serve this new cooperative because of its distance 
from already established lines, and I urge this finding be reviewed. 

Your letter of May 5, 1955, to the cooperative stated : 

“We found that our total annual cost of the required facilities and trans- 
mission line would be $139,834 per year. To meet minimum feasibility, an 
average load of 9,473 kilowatts would be required over a 10-year period. Your 
own estimates submitted to REA indicate a load starting at 1,500 kilowatts, 
reaching 2,500 kilowatts in 3 years, and 5,000 in 10 years. 

“After looking at all angles of this project we have reached the firm conclusion 
that the large dollar outlay on the part of the Federal Government in getting 
Bonneville power to your project could not be justified on the basis of the 
total expected revenue over a 10-year period.” 

It would appear from your letter that you have attempted to determine the 
feasibility of this line and reached your “firm conclusion” solely on the basis of 
the load which the co-op itself will supply, which appears to me on its face to be 
too limited a view. 

There are other loads, both existing and potential, that such a line could 
serve in addition to that of Harney Co-op. Mr. Callard of Bonneville men- 
tioned one of them in his letter of June 24, 1955, to the co-op in which he dis- 
cussed the possibility of serving the Crooked River Irrigation District, a de 
velopment which Senator Neuberger and | hope will be a reality in the near 
future. There are also the power requirements of the Pacific Power & Light 
Co. at Prineville, presently served by its own 69-kilovolt line from Redmond 
with very little if any spare capacity: with even average load growth in the 
next 10 years this line will have augmented, and the Prineville area could provide, 
a considerable market for power from a line through to Burns. In addition there 
is the load of CalPac at Burns, which is presently supplied by the Idaho Power 
Co. line from Vale, again with comparatively little excess capacity to allow for 
future growth; although perhaps CalPac would not care to commit itself in ad 
vance, it would appear almost self-evident that this utility should be very glad 
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to supply its future load growth in the area by using Bonneville power at ap- 
proximately half the cost of power available over a doubled-up or enlarged- 
capacity Idaho Power Co. line from Vale. 

The aforementioned loads are practically certain to develop. If the history of 
power load growth on other lines in the Northwest is any precedent, it would 
be a matter only of a decade until this line would be overloaded. In addition, 
from the time of its completion a Redmond-Burns line would constitute another 
intertie with eastern Oregon. 

I am also very disappointed to note that no provision for wheeling was in- 
cluded in the exchange agreement with Idaho Power Co. for the Baker-LaGrande 
intertie. Since at the time this agreement was signed it was well known that the 
Harney Co-op was anxious to obtain Bonneville power, it would seem to me that 
in failing to insist on a wheeling provision in that contract for Harney at least 
there was a failure to carry out the spirit of the Bonneville Project Act. As you 
probably know, Idaho Power Co. has offered to provide the co-op 2,000 high-cost 
kilowatts over its line from Vale: a 3- or 5-year agreement with Idaho to wheel 
even this much power to Harney would at least have provided the co-op with 
low-cost power to permit it to commence operations pending some permanent 
arrangement for a completely adequate source of power. 

I urge every effort to rectify this omission in the agreement with Idaho 
Power Co. Failing this, I urge you to arrange with the co-op to provide it with 
power at Burns by working out a wheeling arrangement with it over a line to 
be built by the co-op itself, as requested in the second resolution of the co-op 
board on February 14, 1955. Even without such an agreement Robert Welty, the 
co-op’s engineer, has estimated that such a co-op-constructed line would be 
feasible, and I think your own engineers will concur that in the light of his 
past performance in such matters, his estimate is not lightly to be dismissed. 
There is, as you know, considerable precedent for such a wheeling or lease agree- 
ment, and I suggest that you give the possibility your further and very serious 
consideration. 

Another possibility to which you have already given preliminary considera- 
tion is the construction by Bonneville of part of the required line and delivery 
of power to the co-op at some point between Prineville and Burns. This would 
at least be a partial assistance to the co-op and would decrease the economic 
burden on it. Please follow through on your consideration of this alternative 
and keep me informed of the progress of your study. 

The Harney Cooperative has had an unsatisfactory offer of power from the 
Idaho Power Co. On June 10 the Rural Electrification Administration com- 
mented as follows on the Idaho Power Co. offer : “The high rate, the contract term, 
and the limitation of power makes the proposed contract very undesirable.” 

I am sure you are completely aware of the undesirable effects of this period 
of delay and uncertainty on the co-op’s development and spirit, as well as on 
the entire economy of the Burns area. I trust you will give this problem your 
close consideration and do all in your power to accelerate the supply of power 
to the farmers in the Harney County area. I shall appreciate hearing from 
you on this matter at your earliest convenience. 


Very truly yours, 
WAYNE MORSE. 





APPENDIX ITEM O 
JULY 22, 1955. 
Re Oregon 41 Harney. 


Mr. ANCHER NELSEN, 
Administrator, Rural Electrification Administration, 
Washington 25, D.C. 


Dear Mr. Netsen: I have been following with considerable interest the 
progress of the newly formed Harney Electric Cooperative in my State, and have 
been greatly concerned by the difficulties which this group has encountered in its 
attempt to obtain a low-cost power supply for its system. 

The co-op has applied for a loan of $909,440 from REA for the construction of 
its distribution system, and your agency informed the co-op that no action on 
the request was possible until a source of power had been obtained, in order to 
permit a finding on the feasibility of the proposed system. 

As you are also aware, the co-op has had an offer of power from the Idaho 
Power Co. Concerning this offer, your agency concluded on June 10, “‘The high 
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rate, the contract term, and the limitation of capacity makes the proposed con- 
tract very undesirable.” The co-op in the first instance should not have been 
forced to consider Idaho Power as a supplier. Idaho Power Co.'s offer eliminates 
it asa source of power, 

This appropriate source of power is the Bonneville Power Administration, but 
the problem with it has been how this power can be delivered to the co-op. There 
are three physically possible solutions to this problem, which are: (1) Wheeling 
of BPA power by the Idaho Power Co., (2) construction of a line by BPA from 
its substation at Redmond, Oreg., and (3) construction of this same line by the 
co-op. 

I understand that the first solution is not possible because the Idaho Power 
Co. has refused to discuss any wheeling arrangement with BPA, As to (2), BPA 
has indicated that its construction of the line would be infeasible because its 
estimates of the co-op load would be inadequate within the next 10 years to pay 
the costs of the Government line. I have requested BPA to restudy the problem 
with a more complete investigation of other possible loads in the area which 
might make the line feasible. A copy of my letter to Administrator Pearl is 
enclosed, but the recent attitude of BPA indicates that this solution is not likely 
to become an actuality in the foreseeable future. 

This leaves the coinstruction of at least the major part of such a line by 
the co-op itself with a loan from REA as the other alternative. Robert Welty, 
engineer for the co-op, has estimated that this solution would be feasible after 
a careful study of the problem, and his past record of success in handling such 
problems is an excellent recommendation of the probability that his estimate is 
correct. However, the REA has taken issue with his load estimates in the setting 
of its ‘allocated load” for the co-op on which the feasibility estimates for the 
co-op must rest. In a letter of April 11 of this year to the co-op from Mr. Hamlin 
of your agency, signed by Mr. Joseph E. Montgomery, it was stated: 

“Tt appears your engineer has overestimated the kilowatt demands of your co-op 
for the 5- and 10-year periods. Weestimate the kilowatt demands for these years 
will be 1,116 and 1,228, respectively. * * * 

“Should your co-op attain its expected growth by the 10th year, the kilowatt 
demand could approximate 1,427.” 

On May 9, in answer to a letter date April 28 from Welty, Mr. Hamlin of 
your agency admitted that the “allocated load conditions” of 1,245 kilowatts 
and 2,800,000 kilowatt-hours per year might be low, but suggested deferment 
of any revision of these estimates until the wholesale rate of the co-op’s eventual 
power supply could be determined, so to date these allocated load figures are 
the only ofticial ones available, and BPA or anyone else using them could only 
find that they render any system of supply completely infeasible, regardless of 
who builds the line required. 

One additional compromise is currently being considered by BPA, the con- 
struction by them of part of the line east from Redmond, with the co-op to 
construct the remainder to Burns. In a letter of June 24 of this year to the 
co-op Mr. Callard of BPA discussed this possibility, but added that BPA ‘can- 
not come up with a definite figure until REA can give us their estimate of the 
load based on their study of the project.” 

I realize that REA must be conservative in its estimates on new projects simply 
because it is entrusted with the responsibility of making good loans with the 
public’s money. However, I am unable to understand how it can justify esti- 
mates as low as those in the present case, especially when these estimates stand 
as the major stumbling block between several hundred farmers and proper 
electric service. Mr. Welty’s estimates of load after 10 years are approximately 
4 times those of REA, and they are based on the experience of several other 
similar co-ops in the eastern Oregon area as well as the considerable experience 
of Welty with this type of problem. 

T note for example, that the REA estimate seems to contemplate no irrigation 
load growth over the present existing demand, even though the entire de- 
velopment of irrigation pumping in this area has occurred in the past 2 years 
and is presently growing very rapidly. In addition it would seem to me that 
the figures for load growth are most unrealistic when they contemplate an 
increase of only about one-third of a kilowatt per farm during the 5-year period 
between years 5 and 10 of the co-op’s life. For sizable farms in this area such 
an estimate does not seem reasonable, without even taking into account the low 
ngure used for the 5-year period. 

In short, it is my earnest hope that you will have made as soon as possible 
a very comprehensive further study of this problem, possibly including con- 
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sultation with Welty of the co-op, to check his figures most carefully and se¢ 
if thev are not verifiable. The Harney Co-op is in need of the understanding 
and assistance of both REA and BPA. It has been forced to go back and forth 
between both agencies without simultaneous consideration of the interrelated 
problems. 

I urge that a concentrated attempt be made by both agencies to produce a 
coordinated plan among the alternatives I have outlined. 

I trust you will keep me informed of whatever progress occurs in this matter 


Very truly yours, 
WAYNE MORSE. 


APPENDIX ITEM P 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., August 3, 19509. 


Hon. WAYNE Morse, 
United States Senate, 
Washington, D.C. 

My Dear SENATOR Morse: Service to the Harney County Electric Cooperative, 
the subject of your letter of July 22, is a matter to which the Bonneville Power 
Administration has given a great deal of thought. The cooperative is located 
in the last great area of Oregon which does not have Bonneville service. 1] 
believe that it logically should be in our service area and it has been my hope 
that some means could be found to provide energy from the Federal projects. 

Our letter of May 5, 1955, to the coopetative pointed out that service could 
not be justified on the basis of total expected revenue over a 10-year period. 
The standards of feasibility used in arriving at this conclusion were established 
in 1945 and are more liberal than any others of which we have knowledge. In 
applying these standards we were aware of the other potential loads and alter 
native means of providing Harney service which you mentioned in your letter. 
However, no dollar value was assigned to these items as we have had no assur- 
ance that they will materialize. 

Your question concerning the possible revision of the exchange agreement 
between BPA and the Idaho Power Co. does not appear to offer a solution to 
the Harney problem. The Baker-LaGrande intertie arrangement, which is ex 
tremely advantageous to the Government, is for the disposition of interruptible 
dump power which otherwise would have been wasted, as I pointed out to you in 
a previous letter. The agreement is for a period of 5 years and may be canceled 
at any time by either party. Consequently, it would not be a suitable medium 
for the inclusion of a wheeling provision, which would have to be for a longer 
term and on a firmer basis to have any value. 

As indicated above, I shall do all in my power to reach a solution to the Harney 
problem. You will be kept advised of developments. 

Sincerely yours, 
Wm. A. Peart, Administrator. 


APPENDIX ITEM Q 
AvuGUST 12, 1955. 
Hon. WAYNE MORSE, 
United States Senate. 

Drak SENATOR Morse: Conditions governing the possibility of a loan of more 
than $900,000 to the Harney Electric Cooperative of Oregon have been carefully 
examined in the light of suggestions and comments made in your letter of July 
22, 1955. 

The loans, if made, would provide electric distribution facilities to serve 307 
consumers, an average capital outlay per consumer of approximately $3,000. 
The average distribution system outlay per consumer in the State of Oregon on 
REA-financed lines approximates $975. The Rural Electrification Act requires 
that all such loans shall be self-liquidating within a period of not to exceed 35 
years, and States specifically that “Loans * * * shall not be made unless the 
Administrator finds and certifies that in his judgment the security therefor is 
reasonably accurate and such loan will be repaid within the time agreed.” 
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In order for the Harney project to be feasible, the cooperative must be 
assured of a power supply consistent with its needs at a cost which will permit 
establishment of retail rates that would encourage liberal use of electricity by 
its consumer members. In this instance and in accord with established REA 
policy of aiding its borrowers to obtain the lowest cost source of power supply, 
this agency has asked the cooperative to negotiate not only with Idaho Power 
Co. but with the Bonneville Power Administration and any other possible supplier 
of power. It is our hope that by such negotiation a power supply can be found 
that will be both adequate in volume and sufficiently reasonable in price to 
enable a finding of feasibility for this loan. No money is included in the con- 
templated loan for transmission line construction. Our load estimates indicate 
that the fixed charges on a cooperative-owned and solely used transmission line 
from Burns to Redmond would result in an unfeasible overall cost even if power 
were purchased from Bonneville Power Administration. We have offered to 
assist the cooperative in its negotiations for a power supply. 

The estimate of kilowatt-hours consumption was prepared after careful study 
by the REA staff members who have specialized in this work for many years, 
and takes into account all factors pertinent to the Harney situation. We will 
review these estimates gladly at any time pertinent information is received. 
We have assigned our irrigation specialist to further survey the cooperative’s 
area to chart a course of probable future development along this line. 

We shall keep you informed of any further major developments. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 





APPENDIX ITEM R 
ROBERT WELTY, 
CONSULTING ENGINEER, 
The Dalles, Oreg., August 22, 1955. 

Re Oregon 41 Harney 

Hon. WAYNE L. MOoRsE, 

Senate Office Building, 
Washington, D. C. 


DEAR SENATOR Morse: Thank you for copies of the exchange of correspondence 
between yourself and Mr. Nelsen, of the Rural Electrification Administration, 
and Dr. William Pearl, of the Bonneville Power Administration. I am sure that 
from the nature of the replies you have received you can see why the morale of 
the area sags continually lower. Both agencies voice their interest in developing 
this system, yet neither will move toward taking the first step. 

At the risk of repetition of earlier comments, I cannot help but single out 
several of the points in which I believe the replies rely on fallacious premises. 


Mr. Ancher Nelsen’s letter of August 12, 1955 


Acknowledging the fact that the Administrator of the REA is “charged by 
the Rural Electrification Act to make loans only when he can certify that in 
his judgment the security is reasonably accurate and such loan will be repaid 
within the time agreed,” nevertheless, the approach to the analysis can be used as 
a device either to delay or to promote. 

Mr. Nelsen's letter cites the probable investment per consumer of approximately 
$3,000, while the average for the State of Oregon as a whole is only $975. The 
effect of this comparison should be as obvious to him as to anyone—the Wil- 
lamette Valley and Coos-Curry areas, in which lie most of the REA cooperative 
served consumers, just are not comparable territory. The power use in a 
logger’s shanty or on a small valley farm is not comparable to that of a farm 
mechanically operating an area of several thousand acres. 

The signup campaign, conducted by the Harney Electric Cooperative, Inc., was 
based upon the availability of an abundance of reasonable price power. The 
average farm pledged a minimum of $25 per month, and the pumps were signed 
on the basis of a minimum of $15 per horsepower per year. The aggregate total 
of these pledges was $6,995 per month on domestic use type of service and 
$11,475 annual on irrigation for a pledged annual revenue of $95,415. A system 
of this type should be able to operate efficiently and “in the black” on an annual 
gross earning of 10 to 11 percent of their total investment. The pledged total, 
you will notice, is in the order (10.5 percent). Basic design of the distribution 
system, estimated to cost $909,440, is adequate to carry power estimated at 3 
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times or more the initial pledge. The initial pledge is adequate to pay for the 
heavy system growth of use and increase in number of consumers will tend to 
strengthen the safety margin of feasibility. The pledge alone, disregarding 
natural growth, should enable Mr. Nelsen to certify to feasibility once the whole- 
sale power problems are solved. 

Everyone is agreed that low-cost power is necessary to make all of this possible 
Neither the cooperative nor I needed any urging to explore the possible power 
sources and rates. Possibly we gave up more quickly on such possibilities as 
Idaho Power Co., though I regard the possibility of their reversing all past atti- 
tudes and becoming the benefactor of the Harney Electric Cooperative, as highly 
improbable. If the cooperative is unable to get participation of the Bonneville 
Power Administration in developing an adequate low-cost source, they would 
still be better off economically constructing a transmission line of their own 
than purchasing power from Idaho Power Co. at the only rate they have been 
offered. 

At this point we return to the nub of the matter, cited in several letters of 
analysis 1 have written, and stressed in the Mapes memorandum of July 21 
As long as REA continues to use unrealistic load figures, which have been chal- 
lenged (my letter, April 28, 1955) and have been admitted as possibly too low 
(REA letter May 9) no feasibility can ever be worked out. Why the insistence on 
continued use of these figures prevails, when all of REA’s western representatives 
who have visited the project area are enthusiastic to proceed, I cannot 
understand. 

To the best of ny knowledge, the only man (Mr. Bufford) from REA who has 
spent appreciable time on the system was sent in from the Midwestern States 
I met him on the day following his arrival, and after an hour or two of discus- 
sion I felt so strongly that he would submit an adverse report that I contacted 
two of the directors to inform them of my opinion. The impression I gained 
during our brief discusion was that Mr. Bufford’s attitude defied the project 
to prove itself, and further I felt that his contacting very many of the people 
would have the effect of discouraging the people in their fervor for an electric 
system. From reports I have received, Mr. Bufford’s approach to the prospective 
coopérative members was considerably toned down, and his visits did not have 
the effect that I feared. However, the results which he submitted to REA 
are the basis for load figures which REA has used. I have repeated time and 
again that they do not take into consideration the experience record of such 
systems as Oregon 26 Wasco, Oregon 29 Morrow, the wheat country of Oregon 
14 Umatilla, and similar large-farm areas. Even those of REA’s personne! 
familiar with Western States areas are continually amazed at the usage figures 
of the above-mentioned systems. Any study by specialists which ends up with 
a 10th year estimate no greater than the initial pledge, and which does not 
recognize the expanding economy of the West is a poor study indeed. 

Dr. Pearl's letter of August 3, 1955 

For better or for worse, the wheeling arrangement over the Idaho Power 
(o. line apparently is to be kept a dead issue. Since this alternate would at best 
be only a stopgap measure, maybe it is just as well that it be left dead before 
expenditure of a large sum would force its continuance when it is not the 
technically best solution. This should allow concentration on the prime objective 
of a completely adequate direct source without any form of tribute payment to 
the Idaho Power Co. 

The alternates of direct construction of a transmission line by BPA, or con 
struction by the cooperative with assistance in the form of lease or wheeling 
payments by BPA are, in my opinion, a far more satisfactory long-term solution 
The ‘policy on either of these seems to be a willingness to venture a tentative 
forecast on cooperative load, but unwillingness to attempt a forecast of any 
other participating group. 

The combination of the cooperative’s ability to construct cheaply with REA 
funds and BPA’s ability to expend a certain amount of money to make service 
to a customer possible should enable construction of a feasible system at this 
time, bolstered by additional sales to other customers as they develop. 

It seems that plant investment everywhere is based on faith in our future 
expansion. Why, suddenly, it is necessary in this case to have what virtually 
amounts to firm contracts is beyond me. 

The cooperative and I will welcome, and will assist in every way possible, 
anyone either agency wishes to assign for analysis, load study, or appraisal 
of the territory, as long as the assigned personnel comes with an open mind and 
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a recognition of Oregon's changing and expanding economy. No sincere person 
would disagree that the REA cooperatives existing in Oregon and elsewhere are 
a sound jnvestment in America’s future. The Harney Electric Cooperative would 
be no less so if given a chance to prove itself. 
Very truly yours, 
(Signed) Rosert WEtTy, 
Consulting Engineer. 





APPENDIX ITEM S 
RATE SCHEDULE AS SUBMITTED BY IDAHO POWER AS OF APRIL 27, 1955 


Monthly charge: 
Demand charge: 
$25 for first 10 kilowatts of demand 
1.15 per kilowatt for all additional kilowatts of demand 
Energy charge: 
11.5 mills per kilowatt-hour for the first 100 kilowatt-hours per kilowatt 
of demand 
10.5 mills per kilowatt-hour for the next 15,000 kilowatt-hours 
7.0 mills per kilowatt-hour for the next 25,000 kilowatt-hours 
4.0 mills per kilowatt-hour for the next 150 kilowatt-hours per kilowatt 
of demand 
2.85 mills per kilowatt-hour for all additional kilowatt-hours 

High-voltage credit: The delivery voltage of 69,000 volts will entitle the 
customer to the following credit on the above monthly charge when cus- 
tomer’s demand exceeds 100 kilowatts: $40 for the first 100 kilowatts of 
demand plus 0.15 per kilowatt for all additional kilowatts of demand, 

Metering: Service will be metered at point where customer accepts service 
from company at Van, Oreg. 

Demand: The average kilowatts supplied during the 15 consecutive minute 
period of maximum use during the preceding 12 months ending with 
the current month as determined from readings of the company’s meter, 
adjusted for power factor. 

Adjustment: When the customer’s power factor is less than 85 percent 
lagging, as determined by measurement under actual load conditions, com- 
pany may adjust the kilowatts measured to determine the billing demand 
by multiplying the measured kilowatts by 85 percent and dividing by the 
actual power factor percentage. 

In consideration of the company making available its facilities up to a maxi- 
mum of 2,000 kilowatts for customer’s sole requirements and to supply the service 
to be provided by company hereunder, customer promises to pay to company, re- 
gardless of the amount of power and energy used, a monthly minimum, beginning 
with the fifth vear of the term of this contract based upon a minimum billing 
demand of not less than 1,000 kilowatts. 


MODIFICATION AS SUBMITTED BY IDAHO POWER CO. AS OF SEPTEMBER 1955 


Demand: The demand is defined as the average kilowatts supplied during the 
15 consecutive minute period of maximum use during the month as determined 
from readings of the company’s meter, adjusted for power factor. 

The billing demand for any month shall be the highest of the following: 

(1) The demand established in the current month, or 

(2) The maximum demand established in the preceding 12 months ending 
with the current month exclusive of the months June, July, August, and 
September. 

(3) Not less than 75 percent of the maximum demand established in 
period of June through September, inclusive, of the previous 12 months 
ending with the current month. 


Mr. Cuuporr. Mr. Welty, I simply want to say for myself that I 
think this is one of the best prepared statements that we have received 
from any witnesses we have heard in any city that we have been in. 

I think it presents your problem concisely and intelligently, and is 
easy to understand, but IT am sure we certainly have some questions, 
and the statement is accepted in the record. 





SABES ATA RE 5 AYR REA: SI 


a a Rite AE PE I 


Ot atl nd 





3 
; 
$ 


6 OEE es 2 


Bao aed RM i 4. AS ep ee Pe. 





BO AE NAS iy RA OSE: 


ae pes 


ae 


Wins a 


Pca a. 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1057 


Mr. Austin, do you have any questions ? 

Mr. Austin. I will defer to the Congressman. 

Mr. Cuuporr. Mr. Knox. 

Mr. Knox. Mr. Welty, on page 7 you have reference in your state- 
ment to negotiations with the REA. Was that for a co-op generating 
plant / ; 

Mr. Wetry. No, sir. This is a distribution system only. 

Mr. Knox. A distribution system / 

Mr. Wetry. Yes, sir. 

Mr. Knox. And their denial, from what I was able to absorb from 
your statement, was that you could not show a sufficient amount of 

revenue to justify the loan; is that right? 

Mr. Wetry. Fundamentally that would be it, if they had progressed 
to the state where they would say so. They have not progressed to 
that stage, because the reply has been until a stable power source is 
determined, the load cannot be determined. 

However, they have made up an estimate which has been put in the 
record as of October of last year, though our copy did not arrive until 
February of this year. 

Mr. Knox. Mr. Welty, as I followed you in your statement, I under- 
stood that you had signed up customers at a definite rate. 

Mr. Wetry. We had signed them up at a minimum guaranty that 
they would put up at least $25 a month, regardless of how much power 
thev used, for instance. 

Mr. Knox. And that was insufficient in the REA’s estimates to grant 
the loan. 

Mr. Wetry. No; it would be sufficient, that guaranty would be sufli- 
cient to pay out the distribution line alone, exclusive of any additional 
investment which would be taken to obtain a power source. In other 
words, that is sufficient to build the distribution line if there is a 
source at, you might say, the load center of the system. 

If they have to go outside of the load center for a source, there will 
be additional money that needs to be added to the distribution system 
cost to bring the power in. 

Mr. Kwox. I would take it, then, that REA was reluctant to grant 
the loan or approve the loan, because there was nothing binding upon 
the customers you had contacted that they would absorb that amount 
of energy so that they could definitely say that this was the amount 
of money that eon be forthcoming from the area to retire the loan? 

Mr. Wenry. I don’t believe REA had reached the stage in their 
analysis of it. They have continually deferred it by saying the power 
source must be determined first, but they won't talk dollars of what 
it costs to get the power source. 

Mr. Knox. REA, then has not denied the loan? 

Mr. Wetry. No, sir; they have not rejected the application or denied 
the loan. They have left it dormant. 

Mr. Knox. My experience with the REA has always been that where 
there was a justification and responsibility shown in the ability to pay 
off the loan, the loans were always granted, and in a great many cases 
the loans have been granted, and then it has been necessary through 
the audit of the revenues in the status of the co-op financially, that the 

rates had to be raised. 

Now, what would happen if the rates had to be raised above the 
minimum ? 
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Mr. Wetrty. I believe that if we went back through the area, that 
the people would agree to a higher minimum. At the same time, [ 
believe that it would warrant a study by REA in line with what all of 
the other REA’s in that part of the State are doing. 

In other words, we have an estimate here, which REA has as the 
only document on their records and which they refer back to as the 
allocated load estimate, which is probably one-fourth, I would say, as 
large as the average use of some of the surrounding REA projects 
that are in operation now, and I know tliat that is the c ase, because | 
happen to work for each one of them, and we have spent a good share 
of our recent years building up a complete progressive program of 
keeping up with that load. 

Some of the co-ops have gone back for as much as $600,000 of sys- 

tem improvement money to try to keep pace with their load growth. 
Yet here we have a system that is just at the stage where we could 
say it is designed properly for a load in keeping w vith what the other 
REA’s in the State or doing, but we are told that you cannot have 
more than 500 kilowatt-hours a month as an average use when the 
other co-ops in the general area may be running a thousand to 1,200 
at the present time. 

In other words, their unrealistic approach to what is a reasonable ex- 
pectancy from these people stifles any further study. 

Mr. Knox. Whose approach / 

Mr. Werry. REA’s. 

Mr. Knox. REA’s approach ¢ 

Mr. Wetry. REA’s loan men’s analysis, or possibly I should say 
their lack of loan men’s analyses. We don’t see an REA man often 
enough to know who they are, hardly; except those men who are sta- 
tioned in the Western States who don’t have e specific loan authority. 
We do have their agreement that we are not talking about unreasonable 
terms. 

Mr. Knox. The power supply that you have been negotiating for 
could be increased, could it not, if the REA loan was granted ? 

Mr. Wexry. Which one are you talking about? We have been ne- 
gotiating with Idaho Power and with Bonneville, both. The Idaho 
Power offer which was limited to 2,000 kilowatts, I have asked several 
times in conference what will happen when we go over 2,000. I have 
not gotten an answer to that at all. I have gotten an answer that 
“We will take care of you.” At the same time we have also gotten 
wn answer that our facilities are so loaded now that we question 
whether we could carry substantially more than that with our own 
growth provided for. 

In other words, the only transmission line in the area at the present 
time is an Idaho Power Co. line which principally serves California 
Pacific Utilities and the distribution agency. 

Mr. Knox. Is the statement of the Idaho Power Co. the factor, 
the main factor that you are apprehensive to proceed with the project 
because of the said 2.000? 

Mr. Wenry. I would say that would be a limiting condition. How- 
ever, a price of roughly a cent and a quarter wholesale is sufficiently 
another limiting condition to make things questionable when you 
are dealing with a project that will have as an investment in round 
figures $3, 000 in distribution line per consumer served. 
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Mr. Knox. I noted that according to the statement you made you 
would not have one customer per mile. 

Mr. We ry. It would run about 0.8, something like that, roughly. 

Mr. Knox. Are you somewhat fearful that the power company, 
after constructing a line in, would not furnish the required amount 
of power to the re op? 

Mr. Wetry. I think that could very logically happen, yes. If 
we produced a load of 5,000 kilowatts, that is quite likely that the 
capacity of the power company’s line is not sufficient to carry that, 
and we have no offer of anything beyond the 2,000 at their stated rate. 

If we are going to renegotiate a rate, then, to pay for their building 
150 miles roughly of new lines, that may be an entirely different 
thing, and it may be something that comes along when the project 
is still in its childhood stage, you might say, and when it is not 
in position to absorb maybe a doubling of their power rate, or 
something like that. 

I have no assurance that it will ever be any better than what is 
already an unacceptable thing, and this is the third time that they 
have come through with the revised offer, but fundamentally it is 
the same offer. There are fringe benefits, possible. 

Mr. Knox. Am I led to believe from your statements, then, that 
the Idaho Power Co.’s engineers do not project their views into 
the future ¢ 

Mr. Wetry. I don’t say that one way or the other. I say that they 
have not made to us any indication of what they would or could 
do, and quite possibly that they, without regard to what the co-op 
— use as a load, have not projected it. 

I do know the line that they constructed not too many years ago 
is not large enough to carry the loads we are talking about for the 
co-op and ‘the loads they are talking about for themselves. 

Mr. Knox. Your estimate, as I recall, was 1,500 kilowatts, is that 
right ¢ 

Mr. Wetry. That is about the end of the first year of operation, 
I would say, after they had got going and had everything connected 
and they had sufficient time to say, “Get started.” 

Mr. Knox. And the potential growth of how many 

Mr. Wetry. I ran it up to about 2,500 kilowatts at ‘the end of the 

} years, about 5,000 kilowatts at the end of 10 years. 

“Mr. Knox. And you have been able to show the power companies 
that you have this potential growth and expansion in the offing, 
have you? 

Mr. Wexry. I have shown them. I don’t.know if I have ever con- 
vinced them. 

Mr. Knox. I didn’t say convinced. 

Mr. Wexry. They have seen the figures that we are discussing, 
yes. We have had 2 conferences, 3, I should say, once by myself and 
twice with the board in attendance, that have lasted, I would say, 
close to 4 hours each. 

Mr. Knox. Did you make a thorough coverage of the area to be 
served in order to arrive at the 1,500 kilowatts? 

Mr. Wetty. I have gone over that area just about as thoroughly 
as I can go over an area 

My 1,500 was arrived at as follows: There are 770 horsepower 
which have been pledged as the initial pumping load, there are two- 
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hundred-and-eighty-odd people who at the present time have light 
plants of their own that may run as high as 15 kilowatts diesel, based 
on a guaranty of around $25 a month, and assuming it takes them 
around 2 years to get the appliances that would utilize that much 
power, allowing for about half of that growth at the end of the 
first year, the accumulation of that many people would approximate 
a demand which would make, you might say, about half the load; 
the pumping being in round figures half, a little under, possibly, 
and the consumer’s domestic type of loading being the other half. 

Mr. Knox. What do you use as a base that in 10 years your power 
requirements would be increased by 3,500 kilowatts ? 

Mr. Wevry. Principally on the basis of the other REA projects 
in eastern Oregon and projection of their load curves for their exist- 
ence, and some of them have been in existence since 1941. 

Mr. Knox. And you would say, then, that on these other REA 
projects that about the same survey had made an analysis of the use 
of power ? 

Mr. Werty. Yes, sir. 

Mr. Knox. And that is what you are using as something that is 
in existence in the curve that brought it up to show there was this 
amount of kilowatts required. 

Mr. Wetry. That’s right. 

Mr. Knox. But vou have stated that the REA has not denied your 
application, but is attempting to justify the loan. 

Mr. We ry. It is sitting on the table, as far as I know. No action 
is being taken on it. 

Mr. Kwox. If it is sitting on the table, Mr. Welty, as you eall it. 
there must be some reason why it is sitting there, and it is because of 
the fact, possibly, that the figures that you have brought to them do 
not justify the expenditure of money that you may be able to turn 
back from the revenues, which you would derive from the project, is 
that not so? 

Mr. We ry. I can’t answer that one in that manner, because I don’t 
believe that is the case. 

I think the case is that it is sitting on the table until Bonneville 
does something, and each agency is sitting back. For many years in 
the past, the two agencies were able to work together and would get 
together on those things and we would be consulted on it during the 
time of their discussion. There has been apparently isolated action 
in each case here that I can’t get the two agencies together and to sit 
in on their meeting. 

Mr. Knox. Mr. Welty, you wouldn’t expect your Government to 
make a loan for a project unless the power was going to be available, 
would you? 

Mr. Wetry. Very definitely not. 

Mr. Knox. Have you ever submitted any figures to the REA in 
a form that you would set up your own generating plant for your 
project ¢ 

Mr. Wetry. We have never submitted costs of a generating unit 
talking in terms of a diesel generating panes no. 

Mr. Knox. Would that be excessive ? 

Mr. We ty. I believe it would be excessive in this case; yes. I 
believe that the transmission lines which we did set up costs for and 
which we sent to Washington would be substantially under for a sub- 
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stantially larger capacity, that is under the generation costs, the plant 
costs. 

Mr. Knox. I have had several dealings, of course, with REA’s, and 
I belong toan REA co-op. I am interested in seeing that some of the 
isolated spots have an opportunity to receive power that is needed 
for their convenience and the operation of the industry, whether it 
be agriculture, or otherwise, and my questions have primarily tried to 
deter mine as to whether a Government agency has been prudent in 
analyzing the application and reporting to you its position, and as you 
have said, it is a question that you have not decided to find the avai] 
able power, and I would believe from what you have said that if the 
power was available, that the REA possibly would come forth with 
theirloan. Is that correct ¢ 

Mr. Wetty. The REA has not indicated they would come for . h wit 2 
anything, and they have not indicated th: at they will even help us 
study this thing to the extent that they would be willing to sit in 
and consider a transmission loan. In other words, I am getting no 
activity, instead of positive or negative activity, am getting no activity. 

Mr. Knox. A transmission loan would cert: ainly increase your overall 
cost tremendously. It cert: amly would reduce your costs from the 
source of power to be supplied, but your require ments of the Govern- 
ment would be greatly increased, which must be passed on to your con- 
sumers. as far as the payments on the loan are concerned. 

Mr. We try. I grant that, that there would have to be a larger 
loan, but at the same time if you segregated the parts into distribution 
and transmission and took the transmission part of it and, in effect, 
wrote that in as power cost, the amortization of the transmission line, 
that we could amortize a transmission line at a substantially lower per 
kilowatt-hour millage cost than what we are getting from, say, Idaho 
Power’s offer. 

In other words, if we could buy overall for half the power that 
Idaho Power is offering us, I can see nothing wrong with asking REA 
for an additional $600,000 to build that line where it means, maybe. 
a saving of 7, 8, or 9 mills a kilowatt-hour. That will very easily pay 
for that transmission line. 

Mr. Knox. As an engineer, have you produced the figures that would 
show you could construct the transmission line and vour distribution 
lines for the area with the cost of the power at the source and repay 
the loan? 

Mr. Wevry. Yes. sir. 

Mr. Knox. You have submitted those ? 

Mr. Wetry. [have submited those figures to Washington. 

Mr. Knox. To REA ? 

Mr. Wetty. To REA and BPA, both. In fact, that was the funda- 
mental statement or document which was the foundation for a meet- 
ing with Mr. Callard of June 15, Mr. Callard being Bonneville’s opera- 
tions and maintenance chief at that time. 

Mr. Knox. When was your last contact with REA on this question ? 

Mr. Wetry. September 7 i. last Wednesday. 

Mr. Knox. Last week ? , 

Mr. Wetry. Last Wednesday. 

Mr. Knox. And what was the report from REA ? 

Mr. Wetry. That contact was the attendance of REA rate de aby 
ment head, Moldenhauer, and REA’s field management man, Hamil- 
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ton, in attendance at the offer the Idaho Power Co. made to the Board 
last Wednesday afternoon, a week ago today, and at that time they 
again, after discussion, said this Idaho Power offer is no better than 
what we turned down in our earlier letter. 

They said this offer is no different, it still is an unacceptable offer 
as far as REA is concerned, and they did say that REA indicated 
they would make another study, but they have never set a time when 
they will make another study. I mean there is no designated date 
when a new man, for instance, would come into the area to review 
our claims which are 8 or 9 months old now. 

Mr. Knox. But they have been working on it but have not desig- 
nated a day certain to review the project / 

Mr. Weury. There is no day certain for review of the project. 

Mr. Knox. That could possibly be because of limited staff and other 
projects that are also pending. Could it, or would you say it would 
not? They must have been working on it. 

Mr. Wetry. I don’t know how limited REA’s staff is in the matter, 
The people in this area are able to attend the thing. Whether REA 
can’t take the word of the people they have in the area I don’t know. 

Mr. Knox. I wouldn’t know either. 

Mr. Wetty. I wouldn’t know, and frankly I was an REA engineer 
for 5 years myself, and on their staff directly. 

Mr. Knox. What was your experience while you were an engineer / 

Mr. Wetry. I was with REA during the prewar days, and very 
little postwar days, and I think the complexion of REA has changed 
considerably since those days. 

Mr. Knox. In w hat way? ” 

Mr. Wetry. One is their attitude on the construction itself. We 
at that time were dealing with an expanding program. I think that 
at the present time their view is not in getting out into the unserved 
territories, but in consolidating, you might say, the existing systems. 

Mr. Knox. Isn’t it true that the 83d C ongress made greater appro- 
priations and progress in REA than was ever known in its history 4 

Mr. Wetry. I don’t know how they figure it dollarwise. I realize 
that there was a larger appropriation made. I know that one of the 
reasons the co-op felt confident they could proceed was because there 
was a large dollar figure available. I do know we didn’t get any 
of it. 

Mr. Knox. Do you know of any other REA cooperatives that have 
gotten it? 

Mr. Wetry. Loans? 

Mr. Knox Yes. 

Mr. Wetry. Yes; there have been 8 or 10 loans made in the systems 
that I worked for in the past year or year and a half. 

Mr. Knox. Then the REA is not dormant. 

Mr. Werry. The REA as a group on this project is. 

Mr. Knox. What I was trying to bring out is you admit that REA 
loans have been made in the areas that you have served before in this 
last year or two, but your particular project has not come forth as you 
would have it or desire to have it do so? 

Mr. Wetrty. Very definitely it has not. 

Mr. Knox. There must be some reason for it, of course, and I don’t 
know what the reasons are, but 

Mr. Horrman. Will you yield? 
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Mr. Knox. I would presume that it is because of justification by the 
REA of your ability to pay the loan off, and not lead you down a blind 
alley and get you into a lot of trouble where then you would have 
excessive rates that possibly your customers would be unable to pay. 

Mr. Wetry. I don’t know what it would take, frankly, under the 
statement you are making right now, that we haven’t provided suffi- 
cient proof of. If the existing experience record in the eastern Oregon 
area isn’t suffic lent to convince the group, I don’t know what is. I 
mean there is a limit to how hard and fast I can talk to convince 
somebody. 

Mr. Knox. Well, I will agree with you, Mr. Welty. Of course, 
what I was looking at is your load factor, which is rather low. And 
then you expect that it is going to take a rise, and basing that prin- 
cipally upon what other co-ops have done, is that true é 

Mr. We try. Yes, sir. I have no other device to measure by. 

Mr. _— MAN. Will you yield for a question ? 

Mr. Knox. Yes; I yield. 

Mr. acm an. I understood that Mr. Knox was asking you as to 
the reason why REA hadn’t acted, and I thought you indicated by 
your attitude that you had a reason. If you did, I would like to have 
it. What is your reason for the failure of REA to grant this loan to 
your particular company, inasmuch as it has gr anted loans to others? 

Mr. We try. The simple answer to that is I do not know. 

Mr. Horrman. You just didn’t get it 

Mr. We try. I just do not know why we cannot get any action. 

Mr. Horrman. And it might be that REA doesn’t consider granting 
of the loan to be in accordance with sound business principles? 

Mr. Wetry. They write to me and say, “We regard your statement 
as having merit.” 

Mr. Horrman. But not enough merit ? 

Mr. Werry. They have never drawn a line as to what constitutes 
enough merit. They won't restudy it. 

Mr. Horrman. They won't tell you what you must do in order to 
get a loan; is that it? 

Mr. Wetry. That’s right. I have received nothing that says what 
is wrong to try to accomplish a corrective measure. 

Mr. HorrmMan. But you do know of other loans that they have made 
to other companies which you represent ? 

Mr. Weury. Yes, sir. In fact the adjacent county—this is Harney 
County we are talking about is in southeastern Oregon. Lake County 
is in the immediate adjacent county to the west and almost identically 
the same type of terrain with almost identically the same irrigation 
characteristics. 

Mr. Horrman. Are your figures and facts similar ? 

Mr. Wetty. Very, very much so, ves, and they made a loan of nine 
hundred and some thousand dollars to that co-op roughly a year ago. 
That system is I would say at the 80 percent construction stage of 
completion. We are building that system at the present time. 

Mr. Horrman. That doesn't indicate that the policy of the Interior 
Department has been to destroy the REA, does it ? 

Mr. Wetty. Nobody has said they are intending to destroy. I am 
trying to get some activity to proceed instead of to sit. 

‘Mr. Horraan. Do you agree to this statement: “The administra- 
tion seems much more concerned with turning our public power re- 
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sources over to private monopoly than it is to making the new power 
starts”—that is the word, “starts”; I don’t know what that means— 

“required by our national defense and by our farms, domestic, and 
industrial demands.” Do you agree with that ? 

Mr. Cuvporr. Mr. Hoffman, I would like you to yield to me. That 
is my statement. I want you to know where that came from. 

Mr. Horrman. Mr. Chudoftf—— 

Mr. Cuvuporr. If you are going to quote me, I think the witness 
is entitled to know where you are getting it from. 

Mr. Horrman. I wasn’t quoting you. 

Mr. Cuvporr. I don’t back up one bit from that. I still stand on 
that statement, and I want you to know that is my statement. You 
are not answering for my statement. You don’t have to apologize for 
anything that I say or back up anything that I say, and I think if 
you wanted to be fair ane it, vou would read the whole statement 
and not pick out one sentence that vou could twist to your benefit which 
you are very capable of doing. 

Mr. Horrman. It is a strange, strange procedure. 

Mr. Cuuporr. There is nothing strange about what I say. 

Mr. Horrman. When I ask a question as to a statement which has 
been given publicity and I ask the witness as to whether he takes that 
attitude, for you to come in and identify yourself as the author—lI 
wouldn’t draw it, but some individual in the audience or some adverse 
newspaper reporter or commentator might conclude that you were 
trying to advise the witness of your views, so perhaps he might agree 
with them. 

Mr. Cuuporr. In order that it is not misinterpreted and in order 
that some newspaper commentator may not think I am trying to ad- 
vise the witness, 1 want to say I am not trying to advise the witness 
as to what to say. 

I am simply saying the witness is not bound by anything I say, 
he can make aiiy comment he wants to on my statement. In all fair- 
ness to the witness I think you ought to have the whole statement and 
not one sentence of it. 

Mr. Horrman. I asked him a simple question. It just happened to 
be something that you had said. Now why am I not permitted an 
answer, Mr. Chairman ? 

Mr. Cuuporr. You can have an answer. 

Mr. Horrman. Wait a moment. Without you interjecting the fact 
that you had made that statement ? 

Mr. CuuporF. I think the witness is entitled to know who made the 
statement. 

Mr. Horrman. Before he answers it ? 

Mr. Cuuporr. Surely. 

Mr. Horrman. Must the witness know who made a statement before 
he can agree to a statement of fact or conclusion? What has that to 
do with it? Who authorized it ? 

Mr. Cuvporr. I don’t think Mr. Welty is going to be influenced by 
whether I made a siatement or not. Everything I say is not holy. 

Hr. Horrman. You mean full of holes? 

Mr. Cuuporr, You would like to interpret it as being full of holes. 

Mr. Horrman. No; I am just asking. 

Mr. Cuvporr. Mr. Hoffman, I have no objection to the question. I 
think if you wanted to be fair to me, and I guess you don’t want to be 
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fair to me, read the whole statement. But Mr. Welty ought to know 

that I made the statement. Now he can answer it anyway he wants, 

but I don’t want to say he is bound by anything I say. 

Mr. Horrman. The whole statement covers almost all of a 13 by 8 
sheet of paper single spaced. Will you read the question which I asked 
him ¢ 

Mr. Cuuporr. Mr. Hoffman, I take it you don’t want to put the 
question— 

Mr. Horrman. It seems the purpose of your interruption has been 
accomplished. Listen to this statement and what L intend to ask you 
as to whether or not you agree with it: 

The administration seems much more concerned with turning our public power 
resources over to private monopoly than it is to making the hew power starts 
required by our national defense and by our farms, domestic and industrial 
demands. 

Do you agree with that, that this is the attitude of the administration ¢ 
Mr. Cuuporr. I will read the whole statement to you, Mr. We lty. 
Mr. Horrman. Is there any question I might ask the witness without 

you interrupting and interjecting a statement between the question 

and answer ¢ 

How old are you? 

Mr. Werry. Forty. 

Mr. Horrman. Now go back, if you will please and answer the other 
question. 

Mr. Cuuporr. I don’t know what the witness’ age has to do with the 
question. 

Mr. Horrman. I don’t either. I just wanted to see if I could ask 
one question and I did without you getting in between my question and 
the answer. 

Mr. Cuuporr. I got into it: didn’t I? 

Mr. Horrman. That was the sole purpose. Do you have my ques- 
tion in mind? 

Mr. Wetry. Yes, sir; I have your question in mind. 

Mr. Horrman. All right, now if you will give your own views, not 
the views of anyone else, in your answer, | will appreciate it. 

Mr. Wetry. I think it should be shown in the record that I am repre- 
senting here the Harney Electric Cooperative and that the answer I 
um going to give you is my expression and not an official expression of 
the board. 

Mr. Horrman. And has to do, may I ask, with your experience w 7 
reference to this one loan, not to others which have been granted: 
that right ? 

Mr. Cuuporr. How can you ask a question like that? 

Mr. Horrman. There you go again. 

Mr. Cuuporr. You are asking him to evaluate the administration on 
the basis of one loan and not on the basis of —— 

Mr. Horrman. No, no. 

Mr. Cuuporr. Then what are you asking? 

Mr. Horrman. The witness started to qualify his answer. Didn't 
you? That is it doesn’t apply. 

Mr. Wetry. I wanted a to understand what I was saying. 

Mr. Horrman. Now go ahead if you will please, and don’t pause too 
long, because there might be an interruption in between. 
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Mr. Wetry. The results we have obtained to date in obtaining this 
loan bear out that statement. 

Mr. Horrman. Which loan / 

Mr. Wetry. The loan for the Harney Electric Cooperative. 

Mr. Horrman. And the results obtained by the other co-ops which 
you represent where the loans were gr: anted—the statement doesn’t 
appear to be sound ; does it / xh 

Mr. Wevry. They are not identical—similar power source conditions 
there. 

Mr. Horrman. Oh, well, isn’t that difference probably the reason 
why they didn’t grant it? Do you want to get in there’? He has got 
it now. 

Mr. Knox. Mr. Welty, I think I asked of you a question relative 
to the loans that have been made to other REA’s, and you said they 

seemed comparable and yours had not been approved but the others 
had; is that not true / 

Mr. Wevry. And on the others I have gotten cooperation from 
REA in assisting in developing loans. There have been transmission 
loans made. 

Mr. Knox. You said you used the same curve. 

Mr. Wetry. On the load estimates; yes. 

Mr. Knox. And these others were approved ¢ 

Mr. Wetry. Yes, sir. 

Mr. Knox. Now yours has not been approved, it has not been denied, 
and the REA administration has assured you that there would be a 
resurvey and study made of your application. 

Mr. Wetry. Not in writing. Mr. Moldenhauer, when he is there, 
says we have got one coming up and that’s all he said. I don’t know 
when it is or whether they intend to do it this year or next. 

Mr. Knox. May I ask you this question then. Did you request of 
the REA administration in Washington the status of your application 
in writing since this last reply / 

Mr. Wevry. Not since September 7; no. In fact I have been on 
the way down here since that time, or shortly after that. 

Mr. Knox. Then you don’t take the gentleman’s word that they 
are going to make a resurvey and study of your application; is that it? 

Mr. Wetry. I will believe his word that it will be made. I intend 
very definitely to request, in writing just as soon as I get back home, 
a date. 

Mr. Knox. Then you have not had time since September 7, in order 
to write the letter to the REA making the request ; is that true? 

Mr. Wetry. I have not had time to write that letter. But that 
letter, however, could be very definitely taken as my statement to 
REA, to the Board which was transmitted to REA back in April. 

At that time I protested the load figures they were using, and since 
then I have written letters of which REA has also been sent copies, 
stating that a reappraisal was necessary, and that we would invite 
anybody and help them any way we could to bring them through the 
area to show them what we were talking about. That has happened 
periodically in the correspondence. 

Mr. Knox. Mr. Welty, you are still rather optimistic that vou are 
going to rec eive this loan; are you not ? 

Mr. Werry. It is weakening, and the people out in that area are 
weakening considerably more. 
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Mr. Knox. Why are the people weakening, because of the cost 
to them ¢ 

Mr. Wetry. No, they can’t wait any longer. Many of them are in 
the process at the moment, for instance, of putting another two or 
three or four thousand dollars inte buying light plants, not all of 
them, of course, but many of them are. 

There are others who are installing, for instance, bottled gas be- 
cause they have virtually given up hope of getting power, and many 
of them are just not drilling the wells which they bought land for, 
until they have an assurance that there is going to be power to pump 
the water onto that land. 

Mr. Knox. Well, Mr. Welty, you know I went through that period 
also. I had my own light plant, powerplant on two farms, and REA 
came along and I disposed of my powerplants at a terrific loss, and 
I believe that we expect that we are going to have the power we want, 
and it is not available from some public source, that we then have to 
look to the private sources, but I do not believe that the REA has 
in any way declined to consider your application further because of 
statements that you have made, and I would feel that you would be 
rather reluctant to make such a statement. 

Mr. Wetry. They have also not done anything progressive on it. 

Mr. Knox. You just stated, Mr. Welty, that they had in the other 
co-ops. Now it is unfortunate that the co-op you are with right now, 
that they haven’t, not in your thinking, but at the same time possibly 
they haven’t gotten to it. 

There is something that undoubtedly has delayed it, and I believe 
it is because of the power question, because you mentioned the power 
question and the amount of money it was going to cost per kilowatt 
in order to get the power. 

And if the REA through their figures engineeringwise have deter- 
mined that the loan is not in the best interest of the people and of 
the Government, then I think you should wait until something could 
be developed. 

Now they haven't said they will not. They have told you accord- 
ing to your own statements, that they would restudy and resurvey 
your particular project. 

Mr. Weury. I can’t agree that I should leave it sit. I think that 
I have got to keep pushing it forwerd. 

Mr. Knox. Oh yes you should, you shouldn’t stop. By all means 
don’t stop, if you ever expect to bring it to a head. 

Mr. Wevry. Very definitely. That is why I am here today, because 
I feel like I am not getting anywhere, and maybe if I can’t stir up 
something to get a little action, maybe somebody else can. 

Mr. Knox. I believe according to your statement and letters to Sen- 
ator Morse and Senator Neuberger and Congressman Coon that they 
have interceded in your behalf, and what did the REA tell them ? 

Mr. Wevry. It told them just as I said before, they passed off with 
the statement that there must be a power source determined. 

But there has been no cooperative effort to further that power 
source in answer to Resolution No. 2, that the co-op sent in in Febru- 
ary. No effort has been made to study that. 

Mr. Cuuporr. Mr. Welty, when you finish your sentence I am going 
to recess for 10 minutes to give the reporter a little rest. | 
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Mr. Horrman. Mr. Chairman, I only intended to yield for a ques- 
tion. I didn’t finish mine at all. 

Mr. Cuuporr. You don’t have the floor. Mr. Knox has the floor. 
He yielded to you and then you gave it back. 

Mr. Horrman. Why heavens and earth. 

Mr. Knox. Mr. Hotfman, I yielded to you for a question. 

Mr. Horrman. No, no. 

Mr. Cuuporr. Let him finish his sentence and you can get back 
after the recess. Are you finished ¢ 

Mr. Wetry. Yes. 

Mr. Cuuporr. We are going to have a 10-minute recess. I want to 
announce at this time we have four more witnesses, and I had hoped 
we would be able to finish by 2 o’clock. 

I feel that that is absolutely impossible at the present time, and 
since these witnesses have come from Oregon and Washington, we 
are going to hear them tonight. We are going to give everyone a 
chance to get through if we have to sit until 6 or 7 o’clock. 

We will recess until a quarter after 12. 

(Short recess.) 

Mr. Cruuporr. The subcommittee will be in order. Mr. Knox, I 
think it is your witness. 

Mr. Knox. Mr. Chairman, I have no further questions at this time. 

Mr. Cruporr. Mr. Jonas, 

Mr. Jonas. Yes, 1 have a question or two I want to ask Mr. Welty. 
How many customers do you have in this proposed distribution sys- 
tem ¢ 

Mr. Wetry. Initially there were 307. 

Mr. Jonas. 307? 

Mr. Wrury. Yes. 

Mr. Jonas. And you applied for how much loan? 

Mr. Wetry. $909,000. 

Mr. Jonas. Have you figured that out with division to see how 
much that amounts to per customer ? 

Mr. Wevry. In round figures $3,000, yes. 

Mr. Jonas. About $3,000 investment per customer ? 

Mr. Wertry. Yes, sir. 

Mr. Jonas. And was your application for the loan based upon your 
estimate of power to be used by the 307 customers over this period 
of 10 vears ¢ 

Mr. Wetry. It was based on my load figures which would be normal 
growth to a level above the 300 that might be expected as indicated 
by the growth of the other REA’s in the area. 

The system was designed to carry fully the load that I set up as 
the 10-year estimate, and then reductions made from that, you might 
say, ultimate system to reduce it wherever possible to provide say an 
interim period economy. 

Mr. Jonas. Of course, the distribution system won't do you any 

vood unless you have got some power to go through. 

Mr. Werry. That’s right. 

Mr. Jonas. So that involves another investment to get the power 
to the distribution system. 

Mr. Wenrry. Yes, sir. 

Mr. Jonas. And that is oyer a transmission line? 

Mr. Wrtry. Yes, sir. 
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Mr. Jonas. You had made an application to Bonneville to build a 
transmission line, or had you applied to borrow money to build it 
yourself ? 

Mr. Wey. We had by resolution asked Bonneville to, (1) provide 
a source of power at Burns, in other words, to build the transmission 
line and substation themselves, or (2) as an alternate we would go to 
REA and ask to borrow enough money to build the transmission line 
with Bonneville to lease that line for service to the cooperative, and 
any other customer that Bonneville might develop in that area. 

Mr. Jonas. What is the length of that transmission line? 

Mr. We ry. It is 130 miles in round figures. 

Mr. Jonas. 130 miles, and it was to be what capacity line? 

Mr. We ry. If Bonneville built it, it would presumably be 115 
kilovolts. 

Mr. Jonas. What was the estimate of cost of that line? 

Mr. Wetry. Bonneviille’s estimate on that together with the sub- 
stations required was about $1,900,000. 

Mr. Jonas. That total could not be charged up against your group, 
exclusively though. I assume some of that power brought over that 
transmission line might be available to other customers ? 

Mr. Wetry. Very definitely, that is the way I felt about it, that it 
could be and would be available to other customers. 

Mr. Jonas. If and when they need it ? 

Mr. Wetry. If and when they need it. 

Mr. Jonas. But initially it is proposed or it is your proposal to 
build the transmission line to serve your 307 customers? 

Mr. Wetry. That’s right. 

Mr. Jonas. If you add that $1,900,000 that the transmission line 
was to cost to the $909,000 that the distribution system was to cost, 
I come up with a total of $2,809,000. And what would that represent 
by way of an investment for 307 customers, per customer ? 

Mr. Wetty. May I point out that I also set up cost figures of our 
own which were adequate to serve the cooperative that would invest 
roughly a third of Bonneville’s figures, and that we could build a 
line of substantially the same capacity that Bonneville has proposed 
for about half of Bonneville’s figures. 

Mr. Jonas. I didn’t know that. 

Mr. Wetry. I am sorry, that was in my statement. 

Mr. Jonas. I can’t remember everything that was in your state- 
ment. In other words, you had an argument with Bonneville as to 
what that 115-kilovolt line would cost. Bonneville said it would cost 
$1,900,000, and you said it would cost less ? 

Mr. Wetry. Yes, sir. 

Mr. Jonas. Assuming that Bonneville is right, and they have their 
own way of estimating costs of construction I assume, they do and 
have participated in the construction of m: iny transmission lines; is 
that correct ? 

Mr. Wetty. Yes, sir. 

Mr. Jonas. Assuming as I do for the moment that Bonneville’s ‘ig- 
ures are correct and the line will cost $1,900,000, what would that 
amount to as an investment per customer when you add that to the 
distribution system? Have you figured that out ? 

Mr. Weury. It would be close to $10,000. 
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Mr. Jonas. About $10,000 per customer ? 

Mr. We ty. Not quite, eight, seventy-five hundred. 

Mr. Jonas. Now, Mr. Welty, the truth about the matter is that REA 
and Bonneville have both told you that this project is not financially 
feasible and that is the reason they haven’t encouraged you to go ahead 
with this development, isn’t that true 

Mr. We ry. 1 beg your pardon, they have not told me it is not finan- 
cially feasible, and they have told me, “We will not study something.” 
I am not asking them to set the money up today. I am asking them 
to give us a detailed study to show us why they can’t do it, and I am 
not getting it. 

Mr. Jonas. Who is Mr. Henry C. Kelley? 

Mr. We try. He isthe secretary of the board. 

Mr. Jonas. Your board ¢ 

Mr. We ry. Yes. 

Mr. Jonas. Secretary of your board. Did you read this letter, Mr. 
Montgomery wrote him, that is from the REA office in Washington on 
April 11, 1955 ¢ 

Mr. We try. Yes, sir. 

Mr. Jonas. Are you aware of the fact that Mr. Montgomery, who is 
the REA official, made this statement in that letter, and I quote: 

One of the difficulties may be due to the fact that it appears your engineer 
has overestimated the kilowatt demand of your cooperative for the 5- and 10-year 
periods. 

Mr. Wetry. Yes, sir; Iam well aware of that. 

Mr. Jonas. Now that does amount to a statement or an opinion on 
the part of REA that you have been wrong in your calculations, 
doesn’t it ¢ 

Mr. Wettry. May I point out—— 

Mr. Jonas. You may if you answer my question. 

Mr. Wetry. Will you ask it again, please ? 

Mr. Jonas. Read it to him, Reporter. 

(‘The reporter read back the question.) 

Mr. Jonas. Is he not notifying Mr. Kelley that you are wrong and 
have made overestimates in your computations ? 

Mr. Wetry. You wouldn’t let me reply to a statement that Mr. 
Montgomery’s immediate superior made to Mr. Kelley shortly 
thereafter. 

Mr. Jonas. Sure I will let you. I just want you to answer my 
question. 

Mr. Wetty. That would be my answer. 

Mr. Jonas. What would that be ? 

Mr. WELTY (reading) : 

Mr. Welty’s comments were reviewed and it is felt that his comments have 
considerable merit. 

And that statement is made in answer to my protest that Mr. Mont- 
gomery’s figures were wrong and mine were right. 

Mr. Jonas. Where is that ? 

Mr. Wetty. That is in the letter of May 9. 

Mr. Jonas. That isa letter to Mr. Kelley ? 

Mr. Wetry. It is appendix item F. 

Mr. Jonas. From Mr Hamlin ? 

Mr. Werry. And that in turn was written because on April 28 I 
protested Mr. Montgomery’s letter as being in error on REA’s part. 
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Mr. Jonas. I think you ought to read that full paragraph in Mr. 
Hamlin’s letter. uo 

Mr. Wetrty. I am willing to read it. Do you want me to read it! 

Mr. Jonas. I think youshould. That is your answer to the question 
I asked you, if REA had not taken the position that you have overesti- 
mated or had been overgenerous in your computations, and you cite 
this letter of Mr. Hamlin as your answer to that question, but you only 
read the first sentence of the paragraph. 

Mr. We ry. I am willing to read it. Do you want me to proceed 
withreadingit? 

Mr. Jonas. Yes, sir. 

Mr. WE tty (reading) : 

Mr. Welty’s comments were reviewed and it is felt that his comments have 
eonsiderable merit. The kilowatt-hour usage of the three Oregon systems cited 
in his letter, although attained after a period of 10 or more years, would appear 
to indicate that your system might, in a shorter period of time, also attain such 
kilowatt-hour usage. However, our estimates of power requirements were based 
on field studies consisting of visits to signed and potential members in the area 
to determine the type and amount of electrical appliances and equipment which 
would be placed on the line and to what extent the electricity will be used by 
the members. Deviation from this method of appraisal to any great extent 
would not necessarily assure more accurate estimates. There is also the possi- 
bility that the higher kilowatt-hour usage ponted out in Mr. Welty’s letter would 
not be attained. If the system were built to meet such demands it might be 
overdesigned with the further possibility that the cooperative would not be able 
to meet its loan repayments to the Government when they become due. 


Mr. Jonas. That’s right. Now when you consider the whole para- 
graph, he is not very far from the position expressed by Mr. Mont- 
gomery. He was not saying that you have convinced him at all that 
you were correct; was he? 

Mr. Wettry. No; he doesn’t say he is convinced of it. 

Mr. Jonas. And, as a matter of fact you know that REA has never 
yet been convinced that you were correct. They have always taken 
the position that this project of yours is not financially feasible; isn’t 
that true? 

Mr. Wetty. No, sir; I don’t say that is so. 

Mr. Jonas. You don’t think so? 

Mr. Wetry. No, sir. 

Mr. Jonas. And you don’t think this correspondence indicates that 
that is their position ? 

Mr. Wetry. No, sir. 

Mr. Jonas. Well, now with respect to the Bonneville situation, you 
are of course familiar with the letter from Mr. Pearl to Mr. Kelley, 
your Secretary, dated May 5, 1955, and I would like to quote two para- 
graphs in that letter and ask you to advise this committee if that 
doesn’t indicate that Bonneville likewise considers the project pro- 
posed by you lacking in financial feasibility, and I quote 

Mr. Cuvuporr. Mr. Jonas, what appendix number is that, please? 

Mr. Jonas. This is H reading: 





Our staff in Portland carefully examined the feasibility of the project in the 
light of the expenditures we would have to make and found that anticipated 
load to be reached over a 10-year period was far below the minimum feasibility 
standards set for new projects. 

_We found that our total annual costs of the required facilities and transmis- 
sion line would be $139,834 per year. To meet minimum feasibility, an average 
load of 9,437 kilowatts would be required over a 10-year period. Your own esti- 
mates submitted to REA indicate a load starting at 1,500 kilowatts, reaching 


2,500 kilowatts in 3 years and 5,000 in 10 years. 


1072 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Now isn’t that a statement on the part of the Administrator of 
Bonneville to the effect that you have not submitted a proposition that 
is financially feasible to justify the loan or the expenditure of the 
money you have requested ? 

Mr. Wetty. It is a statement on Dr. Pearl’s part that they have 
considered that one aspect of it and have not yet answered the other 
possible alternates. 

Mr. Jonas. Well, at least it indicates that you have been corre- 
sponding with Bonneville and also with REA, that is your association 
has, and they have been pointing out to you, and have done so re- 
peatedly, that your proposal is not sound from a financial or feasibility 
standpoint, and you have not yet been able to convince them that it is 
sound. Isn’t that true? And you are asking this committee to pick 
up your battle for you and try to convince REA and Bonneville that 
your figures are correct and theirs are wrong; isn’t that the picture? 

Mr. Weury. I am asking them to take the realistic approach that 
what we are proposing here is no variable from what is happening in 
the other eastern Oregon cooperatives. 

Mr. Jonas. That is your position. You have got an argument 
with them about it; haven’t you? 

Mr. Wetrty. Yes, sir. 

Mr. Jonas. They say one thing and you say another? 

Mr. WEetty. " hey are not saying much of anything i is the trouble. 

Mr. Jonas. I don’t agree with you, Mr. Witness. You have fur- 
nished us correspondence here, about 15 or 20 pages of it, running as 
late as August 22, 1955, and beginning back in the spring, which w ould 
indicate that all parties are still expressing their views back and 
forth, and that this matter has not been concluded. You still have an 
opportunity to convince them that you are right and that they are 
wrong, but you haven’t done that yet. 

Mr. Werty. I agree that it has not been concluded. 

Mr. Jonas. Your complaint is that they don’t agree with your 
feasibility figures and grant you the loan; ‘that’s right, isn’t it? 

Mr. Wetry. My complaint is that they have actually made no study 
to determine the true feasibility figures for themselves. 

Mr. Jonas. All right, sir. I understood you to say that you had 
been on your way down here since September 7 and hadn’t been able 
to answer that last letter; is that correct ? 

Mr. Wetty. Not directly. I want to correct that. I came down here 
Monday. I came back to my office—I was in Burns, which is 300 miles 
from my headquarters. I spent only about 1 day in my headquarters 
from the time I left Burns to the time I had to come down here, which 
was insufficient time for me to take care of the accumulated business 
in my office and also write those letters. 

Mr. Jonas. You have been here then since Monday ? 

Mr. Wetry. Monday night; yes. It is seven hundred and some 
miles from home. 

Mr. Jonas. Did you participate in the conference in Oregon with 
Mr. Norwood, Mr. Gus Norwood and representatives of this com- 
mittee, members of the staff? 

Mr. Wetry. Very shortly. I was there I would say probably an 
hour. 

Mr. Jonas. Did you discuss this situation with members of the staff ? 

Mr. Wetry. In a general way; yes. 
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Mr. Jonas. Did you explain to them what your problem was? 

Mr. We tty. I think I reviewed the basic story of the Harney Co-op; 
yes. 

Mr. Jonas. And you reviewed in substance with staff members of 
this committeee the testimony you have given here? 

Mr. We ry. In substance; yes. 

Mr. Jonas. Had you had it prepared in writing up until that time? 

Mr. Weutry. No, sir. 

Mr. Jonas. How many others were present at that conference? 

Mr. We try. I don’t remember who all were there. Mr. Norwood, 
Mr. Alderman, whose statement I have here. 

Mr. Jonas. Who arranged the conference, if you know? 

Mr. We cry. Frankly, I don’t know. I was informed that repre- 
sentatives of this committee were going to be in the Western States. 

Mr. Jonas. By whom? 

Mr. Wetry. By Mr. Alderman, who is the editor of the co-op news- 
paper of Oregon and Washington. 

Mr. Jonas. Do you know if the staff members who were present at 
that conference discussed your complaint with the Bonneville 
Administrator ? 

Mr. We ry. I do not know. I stopped at that time on my way 
through — home to Seattle and I stopped off en route for about 
an hour. I didn’t talk to the men. 

Mr. Jonas. And the conference was in progress after you left? 

Mr. We ty. It was in progress when I came, it was in progress when 
I left. 

Mr. Jonas. You just discussed your general situation with the staff 
members and told them you would be here as a witness 

Mr. Wetry. That’s right. In fact, I in effect asked whether we 
could be given time if we did appear. 

Mr. Jonas. Were you instructed to prepare a written statement? 

Mr. Wexty. Not at that time, no. I talked to Mr. Alderman since 
then, and he suggested that w hatever I had to say, it be prepared in 
writing in the ev vent the time was cut short, that it wouldn’t be possible 
to discuss it. 

Mr. Jonas. When did you prepare the statement ? 

Mr. Wetty. This statement was prepared principally in that day 
that I came home from Burns, after I came home from Burns. 

At the board meeting on Wednesday, September 7, and prior to that 
time I was under the impression that one or more of the directors of 
the board were going to come down here. At that time September 7, 
the board said, “Here is a job we want you to do.” 

Mr. Jonas. To satisfy my own curiosity, you didn’t prepare it this 
way. It is either mimeographed or prepared in some other way. 
Where was that accomplished ? 

Mr. Wetry. That was done in my office by my secretary. 

Mr. Jonas. It is done on a mac hine @ 

Mr. Wetty. Yes. This is a ditto process where you type with a 
carbon on the back and the machine itself through a fluid process 
reproduces it. 

Mr. Jonas. You call it a what? 

Mr. We try. Ditto. 

Mr. Jonas. I was right intrigued by your statement, and this is my 
last question, on the first page of your statement. I understand the 
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area in which your 307 proposed customers live has been principally 
devoted to cattle raising? 

Mr. We tty. Yes, sir. 

Mr. Jonas. Down through the years? 

Mr. Wetrty. That’s right. 

Mr. Jonas. Traditionally : vattle-grazing country ? 

Mr. Wetrty. Yes, sir. 

Mr. Jonas. But in the last year or two, particularly since we have 
had drought conditions in some parts of the Southwest, people have 
begun converting those grazing lands into the production of agri- 
cultural ¢ rops; is that correct ? 

Mr. We ry. Intensified growing, yes, much more so than cattle 
raising. 

Mr. Jonas. You have got a regular program of land selling to 
farmers from drought-stricken areas ? 

Mr. Wetry. I have none. There are people in the area, yes, very 
definitely, who you might say are inviting people in to look the land 
over. Iam not one of them. 

Mr. Jonas. I mean the people in the area which has been cattle- 
growing country in the past are now inviting farmers from other 
sections of the country to come there and to buy land ? 

Mr. Wetty. Yes, sir. 

Mr. Jonas. And go into the farming business ? 

Mr. Wetty. Yes, sir. 

Mr. Jonas. All right; that is all. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. When Mr. Knox yielded to me and I was asking 
questions as to the reason why the REA hadn’t granted your loan, 
you told me, did you not, in substance, that the applications filed by 
the companies you represent, the REA’s—I call them companies— 
were, for practical purposes, similar in nature, and that some had 
been granted, but the one for this particular company had not? Did 
you not so testify ? 

Mr. Wetry. Yes, sir; similar in nature. 

Mr. Horrman. Then, later on, when I asked you whether or not 
you agreed with a certain statement which I read to you, and after 
Mr. Chudoff, our chairman, had stated that he had made that state- 
ment, you testified in substance, did you not, that the situation with 
reference to your application, that is, the company’s application, which 
was denied, was different from tie others; did you not ? 

Mr. We ty. Different only in the degree that no two applications 
are identical. There is a degree of difference of those that were 
granted as well as the ones that were not granted. 

Mr. Horrman. But when I asked you whether you subscribed to 
the statements which I read, you said you did, and you gave as your 
reason that the situation was different where the Joan ‘was granted 
to the other companies. 

I am getting that balled up. The situation between the cases 
where the loans were granted and the one where it was denied were 
different. Didn’t you so state? 

Mr. Wetry. In degree, yes. 

Mr. Horrman. To what degree were they different ? 

Mr. Wetry. They were different to the degree that here we are 
instigating a new system. Those systems were possibly an extension 
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of the existing facilities or a new area maybe not actually a contiguous 
part of the operating plant, that is a new base, you might say, is being 
served to cut off by a mountain range in between which you wouldn't 
make it a continuous extension. 

Mr. Horrman. And as Mr. Jonas suggested, perhaps that difference 
was the reason for the refusal to grant your loan when they granted 
the others, wasn’t it ? 

Mr. Werty. On some of the others the power source question was 
settled by the very device which I am proposing for this system, and 
I cannot even get agreement to study that angle of it. 

On that point right there, I have built over a period of years sever: al 
transmission lines which Bonneville has leased. I have asked, “Can- 
not this be studied with the lease intent,” and my answer there has 
been, “We won’t even consider it.” I mean they won’t even make a 
study of it. 

Mr. Horrman. I yield for a question. 

Mr. Jonas. Will you say, assuming that the Bonneville figures are 
correct and your own application to REA kL correct, that the cost 
of this completed project will be nearly $2,809,000, which warta 
amount to nearly $10,000 per customer ? 

Will you say that is a high figure in comparison with other loans, 
REA loans in Oregon or average, or less? 

Mr. Wexry. With the restrictions you have put on it, it would be a 
high figure. 

Mr. Jonas. Unusually high, wouldn’t it? 

Mr. Wetry. Yes, sir. 

Mr. Jonas. It would take a terrific power rate to repay a $10,000 
per customer investment, wouldn’t it ? 

Mr. Wenry. Yes, sir it would. The answer to that, of course, 
is 





Mr. Jonas. It won’t cost that much ? 

Mr. Wetry. You go out and beat the bushes for more customers 
before you actually settle down to an end figure. 

Mr. Jonas. But your proposal was b: ased on the 307 customers? 

Mr. Weutry. My proposal was based on requesting Bonneville to 
provide a power source or consider some of the alternate plans. 

In other words, if we are going to be confined to Bonneville’s 
$1,900,000, I agree with vou th: it that is going to be exorbitant for 300 
farmers to handle. I don’t think anybody is going to argue that 
point. 

But we are talking about a much lower cost if only the 360 farmers 
are involved. Bonneville’s apacity would be many, many times what 
these farmers themselves would have to have. 

Mr. Jonas. That is all. 

Mr. Horrman. Mr. Chairman, yesterday from, I think, a witness 
or two, and perhaps from members of the committee, the statement 
was made that the public utility companies and espec lally P. G. & E. 
were guaranteed a profit by either the Commission, a profit of 5 per- 
cent by either the public utilities commission of California or by the 
legisl: ature or somebody. Do you say they are? 

Mr. Wetry. Mr. Hoffman, I don’t work in California and I am not 
familiar with California law. 

Mr. Horrman. All right, forget it. In answer to that contention, 
I want to read into the record “from “decision No. 49132, cases No. 
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5492 and No. 5493 (September 28, 1955),” page 786, unanimous, I 
think, except for Commissioner Huls, who was necessarily absent, the 
following: 

Regulation does not guarantee, insure, or assure a utility that it will earn net 
revenues. (Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 
575, 590)— 

Mr. Cuuporr. Mr. Hoffman, you are addressing yourself to me, 
so may I make a suggestion. Why don’t you put the whole decision 
into the record. You just have a bad habit of picking out sentences 
here and there to serve your purpose, and I am not going to agree 
that goes in the record unless you agree to put the whole decision in. 
There is nothing wrong with that. 

Mr. Horrman. Wait a minute now, this decision covers 13 printed 
pages, much of which has absolutely nothing to do—— 

Mr. Cuvuporr. What are you trying to show ? 

Mr. Horrman. With the point I am trying to show. 

Mr. Cuuporr. You picked out a sentence that proves a point, and 
you want to do that? 

Mr. Horrman. I certainly do. 

Mr. Cuuporr. I say to you, Mr. Hoffman, I will not allow that to 
go in the record unless you agree that the whole decision goes in. 

Mr. Jonas. Will the gentleman yield? 

Mr. Horrman. For a question. 

Mr. Jonas. Why don’t you read that part you wish to read and then 
offer the whole decision for the record? Let it all go in the record. 
You can certainly read from a decision. 

Mr. Cuuporr. I have no objection to that, but I am not going to 
have 1 or 2 sentences put in. I want the whole decision. 

Mr. Horrman. May I be heard, Mr. Chairman ? 

Mr. Cuuporr. You certainly may. 

Mr. Horrman. This committee and counsel for this committee and 
members of the committee have, from time to time, in previous hear- 
ings in Washington, which were the only ones I attended except at 
Denver and Idaho Falls, read into the record excerpts from 

Mr. Cuuporr. And then we put the whole decision in the record. 

Mr. Horrman. I know, but they permitted them to read it in. 

Mr. Cuuporr. I have not objected to your reading it, but I want 
the whole decision put in the record. 

Mr. Horrman. Just a minute, let’s get the record absolutely clear. 
The only reason I am not reading the whole decision is in the interests 
of economy. I would like to put in this paragraph here. Then if you 
want the whole decision and assume the responsibility for putting it 
in, I haven’t any objection. 

Mr. Cuuporr. I will assume that responsibility. You read what 
you want to read. 

Mr. Horrman. And I am skipping here the duplicate citations, for 
instance, where they cite United States and then the law edition and 
so on through. 

Mr. Cuuporr. Anybody who reads the record-—— 

Mr. HorrMan (reading) : 





(Federal Power Commission v. Natural Gas Pipeline Co., 315 U. 8. 575, 590, 86 
L. ed. 1037, 1052; Smyth v. Ames, 169 U. S. 466, 544-545, 42 L. ed. 819, 848.) It 
would be contrary to law for a regulatory body to attempt such a guaranty at 
the expense of the public. (8) A utility is constitutionally entitled to an oppor- 
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tunity to earn a reasonable return upon its investment reasonably employed in 
the service of the public but nothing more. If, after using all reasonable means 
available to it, such utility cannot earn a reasonable return and thus suffers 
confiscation, it has a constitutional right to go out of business. (Railroad Com- 


mission v. Eastern Texas R. Co., 264 U. S. 79, 85-86, 68 L. ed. 569, 572; Ft. Smith 
Light & Traction Co. v. Bouwrland, 267 U. 8. 330, 332-333, 69 L. ed. 631, 633.) 
These are rules of law which we desire to impress upon all parties to these pro- 
ceedings. 

Now if you want to offer the rest of it, go right ahead. 

Mr. Cuuporr. Mr. Hoffman, I feel that the record should be com- 
plete. Having cited a decision by the California Public Utilities 
Commission, I think anyone reading the record is entitled to read the 
entire case, and I haven’t read it myself and I don’t even know what 
is in it, but let it go into the record. 

Mr. Jonas. Would you yield? 

Mr. Horrman. Yes. 

Mr. Jonas. I haven’t read it either, and I don’t know anything about 
the decision, and it is all right with me to have it printed, but why 
don’t you have the understanding to let the staff read it and see if it 
would serve any purpose in having the whole thing go in, otherwise 
not encumber the record. 

Mr. Cuuporr. That’s O. K. with me. You and I always get along, 
don’t we? 

Mr. Jonas. That’s right. 

Mr. Cuuporr. Let the staff look through it, and if it serves any 
useful purpose, we will print the entire case. Otherwise we will only 
print that which Mr. Hoffman has read. You still have the floor, 
Mr. Hoffman. 

Mr. Horrman. Mr. Chairman, during the recess I gave the report- 
ers, some of them, anyway—lI didn’t have many copies—a copy of a 
statement which I wish to read into the record either at this point or 
at the conclusion of the hearings. One of the reporters, a member of 
the guild, gave it to Mr. Lanigan, your counsel, and he showed it to 
you, so you are familiar with it, and I offer it now. 

Mr. Cuuporr. You say the reporter is a member of the guild. What 
is the guild ? 

Mr. Horrman. Don’t you know / 

Mr. Cuvporr. No. 

Mr. Horrmanx. You will have to ask counsel. It is a common term. 

Mr. Cuuporr. Are you referring to the man belonging to a subver- 
sive organization, the reporter that gave that to me? 

Mr. Horrman. That what? 

Mr. Cuvuporr. That the reporter who gave that to Mr. Lanigan is 
a member of a subversive organization ? 

Mr. Horrman. I didn’t say anything about him at all. He told 
me he was a member of the guild and I gave it to him to help him out, 
and here he comes peddling it to your assistant. 

Mr. Cuuporr. You want him to print it so everybody will be able 
to read it? =a 8 

Mr. Horrman. Yes. 

Mr. Cuuporr. That wasn’t a privileged document you gave to the 
reporter, was it ? 

Mr. Horrman. Sure I gave it to the reporter. 

Mr. Cuuporr. But it wasn’t privileged, was it? If it was privileged, 
Iam sorry I read it. I wouldn’t have read it. 








1078 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Horrman. It wasn’t privileged at all, and I don’t claim it to be, 
and I intended to put it in the record, and I thought it would help the 
reporters for their editions if they have it in writing. Do you receive 
it at that point? 

Mr. Cuvporr. No; I haven’t said that. 

Mr. Horrman. Can I read it or do you want it later? 

Mr. Cuvporr. Let’s get through with the witness and then you can 
read it later. ; 

Mr. Horrman. I am through, as far as I am concerned. 

Mr. Cuvporr. Then let Mr. Moss have the witness. 

Mr. Horrman. When can I put this in? 

Mr. Cuvporr. A little later. 

Mr. Horrman. And I am putting in the editorial from the Chron- 
icle. 

Mr. Cuvuporr. You are offering the editorial. 

Mr. Horrman. You mean I won't be able to get it in? 

Mr. Cuvuporr. I didn’t say that. I said you are offering it. 

Mr. Horrman. I will get it in; don’t think I won't. 

Mr. Cuvporr. Why don’t you put it in the Congressional Record? 

Mr. Horrman. The Congress isn’t in session, otherwise I would put 
in my views of the hearings. 

Mr. Cuuporr. I could say a lot about that, Mr. Hoffman, but I 
respect you and I wouldn’t do it. 

Mr. Horrman. I don’t know why it is when I begin to examine 
a witness we sure, bet ween us, waste a lot of time. 

Mr. Cuuporr. I don’t waste any time. You do all the wasting. 
Let’s get along with the witness. 

Mr. Moss. 

Mr. Moss. Mr. Welty, the problem you have in connection with this 
district is that one agency says that they can’t move until you have 
a firm power supply, and the other agency apparently isn’t willing to 
get busy and help you get the firm supply; is that about it? 

Mr. Wetry. That is the condition we face; yes. 

Mr. Moss. And until one or the other moves, you are sort of land- 
locked ? 

Mr. Wetty. Yes, sir. 

Mr. Moss. As I recall, Harney County is one of the most isolated 
sections of the United States. Is that correct? 

Mr. We tty. I think that’s right. 

Mr. Moss. It has been suggested that perhaps you should construct 
a steam-generating plant. But you have major problems of fuel 
supply, do you not? 

Mr. Wetty. That’s right. It has no inherent fuel supply of its 
own. It doesn’t even have very much timber on it. It is sagebrush, 
open country almost entirely, and no oil, no coal. It would all be a 
transportation problem. 

Mr. Moss. I have visited the area. 

Mr. We tty. It is a one-end railroad, it is not a through railroad. 
It is a spur line that comes into the county. 

Mr. Moss. I came through from Nevada into Andrews, Oreg., 
which is, I believe, in Harney County, and you have some real prob- 
lems in connection with it. 
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Now isn’t this procedure of signing up customers a usual one to 
determine whether you will have the feasibility to guarantee the cost 
of a distribution system ? 

Mr. Wetry. That has been the way that a large proportion of all 
of the REA’s have started, by that sign-up method to determine what 
kind of a group or what kind of a nucleus would serve as the base 
project, you might say. 

Mr. Moss. W "hat are your qualifications as a consulting engineer ‘ 
What is your experience in this area in designing systems or in 1 advi is- 
ing REA’s or other power groups? 

Mr. Wetry. As I said when I started, I think I started possibly a 
little backward on this point. 

I spent about 5 years total with REA in their Washington office and 
in the field in both Georgia and in Oregon as a field engineer. Oregon 
is my home, by the way. 

I have an electrical engineering degree from Oregon State College, 
and for the past 10 years I have worked as a consultant for, like I 
said, 9 of the 14 Oregon REA systems, have built around 40 percent 
of all of the REA lines that have been built in Oregon, and roughly 
that same figure of the REA lines that were built in Idaho. 

We have set up all of the progressive construction to keep pace 
with growth standards for the various systems that is we set up the 
standard of what they will do when their load grows to a certain 
level, what they should do when they have reached that level and 
need to expand. 

We have set up the design for their extra-large loads or abnormal 
growth in any direction, they consult us on that. 

Mr. Moss. In other words, you have had an extensive background 
in the area, and you are professionally trained and qualified in this 
line of work? 

Mr. We ry. I feel so; yes. 

Mr. Moss. Wouldn’t you then be shunting a responsibility to your 
client if you accepted figures which, in your judgment, were inaccurate 
or excessive ? 

Mr. We ty. I feel so; yes. That is why I wrote a letter of protest 
to the Board as soon as I saw REA’s letter, because I felt fundamen- 
tally their figures were wrong, and that there was sufficient evidence 
throughout the area that mine were right and that mine had been 
accepted as right by REA in every other instance that I can think of. 

Almost every loan that REA has made to the cooperatives that are 
my clients were dollar figures identically with what I asked for as 
the report that was submitted. In other words, if I set up an esti- 

mate of $975,000 as what it takes, REA has made a loan of $975,000. 
If I said that the feasibility was based on such and such figures, that 
was also basically the feasibility study that went into REA’s records. 

Mr. Moss. You cited a change of policy in the attitude, or at least 
in the procedures, of REA and Bonneville in that in the past they 
appeared to get together in an effort to assist the REA co-ops, and 
in this instance they seem to be trying to each arrive at a decision with- 
out consultation, is that correct ? 

Mr. Wetry. That is the i ry einen I get very definitely. I talked 
to one and they say, “Well, we have reached a stage where you have 
to go to the other.” but. we have never been able to get the two to- 
gether at the same time in the same place. 





1080 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Moss. You have not had a specific refusal of your application ? 

Mr. We try. No; there have been no refusals. Nobody has ever 
refused us. I have been, you might say, almost welcomed when I dis- 
cussed this thing with the people, but it didn’t get beyond that stage. 

Mr. Moss. And even the letter from Mr. Montgomery or the letter 
from Mr. Hamlin, neither constituted a refusal ? 

Mr. We ty. No, sir. Just a statement of something we have pro- 
tested that is in effect deferred. 

Mr. Moss. Mr. Hamlin of REA in the third paragraph of his May 9 
letter, item F in the appendix, says: 

We realize there are certain potential factors which may change the estimates 
mentioned in our letter of April 11, 1955. One of these factors is the cost of 
wholesale power. It is reasonable to assume that if your cooperative can obtain 
low-cost power, similar to the rates paid by the majority of other Oregon co- 
operatives, there would be an increase in the average usage by the members 
who normally would find it economical to use large blocks of the lower cost 
power. 

And if you could get from Bonneville some more concrete either 
acceptance or refutation of your cost figures and a willingness to co- 
operate with one or the alternate proposals which you had requested 
comment on, then perhaps you would be able to move ahead and over- 
come the objection of REA, is that correct? 

Mr. We tty. Yes, sir; I believe that’s right. I would go back in the 
record a matter of a few years and somew vhat this same problem was 
presented at that time on one of the other systems which was isolated 
from a power source, 

At that time REA and Bonneville got together. They agreed if 
REA would finance the line, Bonneville would underwrite it in effect 
by leasing the line for up to a certain dollar figure, which was the 
amount that they felt a load of that size could justify. 

Mr. Moss. Have you any comment on that proposal? 

Mr. Wetty. I have asked for that and the comment I have got is 
that the policy now is not to lease any lines. 

Mr. Moss. And to that extent it makes it much more difficult? 

Mr. Wetty. It would close the door to me, and I have built 5 of those 
types of lines—in other words, I have designed and supervised the 
installation of 5 separate leased lines over a period of years from 
1948 to 1952. 

Mr. Moss. In your opinion. why would a 115 kilovolt line be essen- 
tial to serve your people? Why wouldn't a smaller capacity line be 
satisfactory? 

Mr. Wetty. I think that a smaller capacity for our own use would 
be adequate. I think that the figure they have there, and Bonneville 
has, I can’t cite the policy word for word, but it has been pretty well 
confined that Bonneville constructs nothing smaller than a 115 kilo- 
volt line, and that is about, you might say, the minimum capacity line 
that they would consider building is in excess substantially of the 
9,000 that they list there. In other words, they figure it would take 
the 9,000 as a minimum payout to pay for their $1.900,000. 

Mr. Moss. Are there other co-ops in the area that could avail them- 
selves of the excess capacity with a 9,300 kilowatt line constructed ? 

Mr. Werty. Right in the immediate area there is not. En route to 
this area there is one that at the present time would not require it, 
but I believe it would require it within the 10-year period. 
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There is also within this area, for instance, the Crooked River pro}- 
ect which I believe has been up for discussion in Congress. Frankly, 
I do not know what the stage of it is at the present time. It isa 
reclamation project which has been discussed in terms of 6,000 kilo- 
watts for pumping purposes. 

Mr. Moss. Are these lines normally constructed only on a basis 
where they are feasible on a 10-year period, or is there a 20-year 
period involved normally, or a longer period ? 

Mr. We ry. I frankly cannot answer that. I believe that in gen- 
eral Bonneville has based theirs on a 10-year period which may or 
may not be an obsolescent method of computing that. Ten years ago 
the REA program and the knowledge of what is done by a farmer 
in use of power is substantially different than the knowledge today. 

Mr. Moss. A longer period is used in computing feasibility by REA ? 

Mr. Wetry. REA makes a 35-year loan and their basic feasibility 
would be over the life of the loan in order to certify that the loan is 
feasible and that the entire sum can be paid back. 

Mr. Moss. In requesting an REA loan for the construction of the 
transmission line, where would you propose to tie into Bonneville? 

Mr. Wetty. We would tie in at Redmond, Oreg., which is Bonne- 
ville’s only transformation point at the present time in central Oregon. 

Mr. Moss. Would that require additional facilities to be construc cted 
by Bonneville? 

Mr. We try. For a temporary period Bonneville at Redmond at the 
present time has a 230-kilovolt line passing through Redmond, and 
they have a substation at Redmond from which are served two other 
REA cooperatives at 69,000 volts, and also Pacific Power & Light Co. 
at 69,000. 

For a period of years, I would say at least 10 years, a voltage of 
69,000 would probably be adequate to handle the load of the Harne 2 
Co-op. In pr words, there would not have to be other than switch- 
ing contact made at Redmond. 

Mr. Moss. If you could get the REA loan then for your transmis- 
sion line of your design, you feel the project would be fully feasible ? 

Mr. Wety. It would be; yes, sir. 

Mr. Moss. Now, in arriving at the method of underwriting the 
transmission line, is that a different method than a distribution sys- 
tem? The distribution system is based on guaranties by the users 
of a minimum monthly demand charge; is that right 

Mr. We ry. That is what we based it on; yes. 

Mr. Moss. How would you allocate the cost of the transmission 
system ? 

Mr. We ry. In that case we regarded it as part of the power cost. 

Mr. Moss. And that would be reflected in the actual rate for the 
power ¢ 

Mr. Wetry. That’s right. 

Mr. Moss. Would that rate then, under your proposal to get an 
REA loan and construct the transmission line, be lower than the rate 
which has been offered you or result in lower rates than the proposal 
of Idaho Power? 

Mr. Wetry. Yes; on my figures, we could work it out at substan- 
tially half of the offer we have received. 

Mr. Moss. And that would provide substantial benefits to the peo- 
ple in the area? 
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Mr. We ty. Very definitely. 

Mr. Moss. Would it place the total cost of such a system much in 
excess of averages for the area or would it be in excess of averages 
for the area ? 

Mr. Wetry. This system would be in excess of averages for the area, 

Mr. Moss. You have here again an isolated area ? 

Mr. Wetry. That’s right. 

Mr. Moss. With less than a consumer per mile? 

Mr. Wetry. Frankly that is why it is the last area. 

Mr. Moss. But there is an apparently good prospect for expansion 
of load and perhaps of the number of customers? 

Mr. Wetty. Yes, sir. 

Mr. Moss. I think these are all the questions I have. 

Mr. Cuuporr. Mr. Welty, I just have one question. Is there any 
power at all in the area that you are trying to get serviced ? 

Mr. Wetry. You mean available to the individual farmers? 

Mr. Cuuporr. Do they have any electric power now or are they 
using kerosene lamps? 

Mr. Wetry. Most of them have either Delco plants or something of 
that type. They generate their own power in limited supply. 

Mr. Cuuporr. Storage batteries? 

Mr. Wetry. Yes, that type of thing, or small gasoline generator 
plants. 

Mr. Cuuporr. The type of power that they have doesn’t lend to any 
expansion of their farms or allow them to have more modern farming 
methods? 

Mr. We ty. Very definitely it restricts their use to a point where 
it is in most cases not much more than lights. In some cases they 
may have additional facilities, a washing machine or possibly even a 
deep-freeze, but it is not a satisfactory arrangement. 

Mr. Cuuporr. So if you get this power that you are trying to get, 
the farmers of southeast Oregon will be getting on a par with the 
other farmers in the country who have benefited by REA and the other 
public-power programs ? 

Mr. We ty. Very definitely. Those farmers would get that benefit 
and they get it in two ways in that you would take what is now almost 
waste desert land and make productive farms out of it. 

Mr. Cuuporr. It would be a combination of power and irrigation ; 
is that right? 

Mr. We ty. Yes, sir. 

Mr. Cuuporr. And that is the lifeline of the Pacific Northwest ? 

Mr. We try. That’s right. 

Mr. Cuuporr. Any further questions of the witness? If we have 
a considerable number of questions, I will adjourn for lunch. 

Mr. Horrman. Mr. Chairman, before you adjourn, may I now offer 
the statement which I have before offered ? 

Mr. Cuvporr. Not until we finish with the witness. 

Mr. Horrman. Suppose I forget it when you issue your statement ? 

Mr. Cuuporr. I will remind you. 

Mr. Horrman. Why do you want to delay it? 

Mr. Cuuporr. Because I want to finish with this witness, because 
what you have has nothing to do with his problem. 

We will adjourn until 5 after 2. 

(Whereupon, at 1:15 p. m., the subcommittee recessed, to reconvene 
at 2:05 p. m., of the same day.) 
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AFTERNOON SESSION 


FURTHER STATEMENT OF ROBERT WELTY, CONSULTING ENGI- 
NEER, ON BEHALF OF THE HARNEY ELECTRIC COOPERATIVE, 


BURNS, OREG. 


Mr. Cuuporr. Mr. Welty, when we had recessed for lunch I asked 
you the last question that ‘T intended to ask you, I hope. Now, Mr. 
Austin, the cocounsel of the committee, has some questions to ask you. 

Mr. Austin. I wanted to just ask for a little further clarification 
of something that is in your statement that has now become perhaps 
worthy of expansion. 

It runs in my mind that the last page or two here, you could find it 
more quickly than I, you mentioned that if this line were built for 
transmission of Bonneville power to Harney County Co-op, that prob- 
ably there would be other users of the line than just your co-op. 

I wonder if you could expand a little bit on that. You mentioned 
a few moments ago that there was a co-op along in the middle that 
might use some of it, but is there any possibility of further use almost 
in the area of the Harney Co-op substation, that is proposed substa- 
tion for the Harney County Co-op? 

Mr. We try. I mentioned that once or twice during the statement, 
and it may be you are referring to the very last sentence on page 13. 
I am not sure that that is the reference you ar e talking about. I think 
it also appears on the bottom of page 12, item 3 (d). 

Mr. Austin. Wherever it appe: ared, would you tell us a little more 
about potential loads for Bonneville power ? 

Mr. Wetry. One of the potential loads, and frankly I do not know 
what the status of its development is now, is the Crooked River Dis- 
trict reclamation project, which is some 30 miles from the source end 
of this transmission line, 

Mr. Austin. That would make it 100 miles of transmission ? 

Mr. We ry. Yes, roughly beyond that. In fact, I think Bonne- 
ville in their letters commenting on that to Senator Morse have men- 
tioned some 90 or thereabouts miles beyond when they talked about 
that point. 

At somewhere in the neighborhood of the 50-mile stage would be 
where this other co-op would tie in, and they would be able to tie in 
with a relatively short transmission into what will develop into a load 
center for the eastern end of their system, and that load center, in- 
cidentally, pointed out in a study in 1948, that would have to be 
developed sometime probably inside the next 10 years. 

The growth is coming along just about as we anticipated, and I 
think that still within the next 3 or 4 years it will be necessary to 
bring an additional supply of power. 

This was before the Harney Co-op was ever thought of, so actually 
our study shows a transmission line, which is the Central Electric 
(‘o-op in this case, with headquarters at Redmond, showing a trans- 
mision line all the way from Redmond to that load center for that 
co-op on the basis they will have to take care of themselves sometime 
in the future. 

Then out at the end there is possibility, I don’t know whether it is 
probability or not, I would say possibility of service to California- 
Pacific utilities, who now buy power from Idaho Power at some 6 
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mills or thereabouts, and also they buy some from the Hines Lumber 
Co. of steam plant as excess, so it is an undependable source of power. 

The California-Pacific utilities have not answered either yes or no 
in any form to whether they would buy. They have never committed 
themselves in any form. 

My experience on other lines that were built in this manner has been 
that inside of a year the power companies who in fact ridiculed what 
we were proposing to do were asking for power service from that line 
because it was a logical point of service in what amounts to almost a 
starved area. 

Mr. Avstrx. What about the possibility of industrial load in this 
area? Is there any? 

Mr. Wetry. The industrial load is, I would say, under relatively 
minor classification because it is at the present time anyway a strictly 
farming community. 

There have been some, I won't say low-grade, just moderate-grade 
uranimum strikes in the general area. However, beyond that I don’t 
know of any mineral that is of any consequence. They are starting to 
mine uranium in the area south of this project. 

Mr. Avstry. Is there any lumber processing in the area at all? 

Mr. Wetry. The Hines Lumber Co. is about the only one. They 
own a large mill at Hines which is a suburb of Burns. The town of 
Burns is probably 3,000 popul: ae the town of Hines is about 1,000, 
and they are a continuous town. I do know they have 6,000 kilowatt 
generation of their own in steam which they overhaul at quite regular 
intervals. I think they have a unit a year overhaul program. 

They also have bought other mills which have placed them in other 
places into the hardboard manufacturing process, and it is not illogical 
to assume that the sawdust waste which is now going into steam might 
be diverted to hardboard or some other product at some future date, 
which would then require a purchase of power rather than a generation 
of power on their part. 

Mr. Avstrx. Then it would be your conclusion that it is very logical 
that there would be quite a bit more load on this transmission line than 
just the Harney County Co-op, if it were built? 

Mr. Wetry. I believe so, yes. And I made the statement somewhere 
in there; I believe I made this statement in letters to REA, and I be- 
lieve to Senator Morse, that I believed that no matter what was built 
it would be regretted that it wasn’t large enough, inside of 10 years’ 
time. 

Mr. Avstrn. I just have one other statement which again is a clari- 
fication, and I might ask you to summarize the alternatives that are 
possible for bringing power to the Harney County Co-op. 

You have it in your statement, but could you summarize those al- 
ternatives, the ones that have not been thoroughly considered by either 
BPA or REA which you think are worthy of real study ! 

Mr. Wetry. Our first one was wheeling, that is Idaho Power has 
lines into the area, and they have a capacity sufficient that I feel it 
would handle the co-op load for a period of 2 to 3 years if we could 
buy power at Bonneville rate and wheel it into the area, we would be 
in a position to develop our load sufficiently to prove beyond any doubt, 
and that would then possibly enable a transmission line to be built in 
based on developments rather than on estimates. That is one choice. 
The second choice proposed—tirst, of course, we propose Bonneville 
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to build entirely on their own, but the second choice then after wheel- 
ing, and frankly it is my first choice, would be to construct a trans- 
mission line with REA-provided ae, on which Bonneville would in 
effect underwrite as much money as they feel they could pay wheeling 
to Idaho Power, or as much money as they feel a load of that size 
would warrant. 

In effect, that is the lease method that we have talked about earlier. 

We have done that, like I say, in five cases where I have constructed 
the lines. 

The other alternate would be just a variation, and that is that if 
they could not lease the line as a facility, whether they would pay 
wheeling on that line just as they would pay wheeling to Idaho Power 
in the event Idaho Power was the wheeling agency. 

In other words, Bonneville is able, I believe, to produce power or 
to provide power at the point of service, say, at Redmond. There has 
never been any question about there being sufficient power there. As 
far as any discussions, Bonneville has always assured us power was 
there at Redmond if it was possible to get it over to Burns. 

And then from that I feel that a certain portion of what normally 
would be Bonneville’s costs to deliver to a customer could be a to 
divert the customer’s own investment in that case. Like I say, there 
are precedents in more cases than the five I have constructed. 

Mr. Austin. Following one step further cn that, and referring to 
questions that have been asked previously this morning concerning 
the investment per consumer out here, would you say that the figure 
that was used of $10,000 investment per consumer is actually a fair 
statement of the investment per consumer for this whole project / 

Mr. Wetry. No: I feel it is not, because we take 300 people as the 
people that signed up today to try to organize a project and say that 
those people have to carry all of the load for the entire Burns area; 
that is for Harney County, and that includes the town and everything 
else—in fact, any other customer that might come on to that line— 
and disregards the potential growth within the area itself—in other 
words, if we are subdividing land, presumably we are going to have 
more farmers than we have at the present time. 

For instance, the president of this board owns 50,000 acres in one 
piece down there. He can’t farm 50,000 acres irrigated land, obvi- 
ously. He is going to sell off parts of that land, and there is going 
to be maybe 4 or 5 or maybe 10 farmers down there where he is himself 
at the present time. 

Mr. Austin. But at the moment you have counted him as only one 
customer ? 

Mr. Wetty. At the moment he has signed up for 4 separate ranches 
or 4 separate points of service on his acreage. In other words, he 
has hired help — lives as much as 10 miles from the main ranch. He 
has signed up as 4 separate consumers out of that 307 count. 

Mr. Austin. I believe you also stated, did you not, that you feel 
that the transmission line, if it were built from Redmond to Burns, 
could be built for about half of the $1,900,000 that Bonneville estimates 
the cost of the line‘ 

Mr. Wetry. I think that I could build the line for substantially 
Bonneville’s carrying capacity for half, but a line that would serv 
only the cooperative alone—that is, a line that will serve the coopera- 
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tive for 10 years plus an expansion level of twice what we have esti- 
mated—could be built, I think, for around $600,000. 

Mr. Austin. $600,000 ? 

Mr. We try. $600,000. 

Mr. Austin. Less than a third, then, of the Bonneville figure ? 

Mr. Wetty. Yes. 

Mr. Austin. So that would again appreciably change that figure 
of investment per consumer, wouldn’t it? 

Mr. Wetty. Yes, sir. 

Mr. Austin. Have you from your own observations on this and 
other REA-type loan applications felt that there was a difference in 
the cooperation you have had from REA in helping obtain a power 
source for these farm people who want the central station electricity 

Mr. Wetty. Yes, very much so, because REA has had over the past 
years quite a staff of—I don’t know exactly what their title was—I 
would call them loans men, who in effect toured the area as advisers 
or consultants, if you want to call them that, for a group like this 
who are trying to organize, and would point out what they need and 
would also assist in the negotiations for a power source or something 
of that type. 

Mr. Austin. Do they have now ? 

Mr. Weury. Very little. The services have been combined, where 
they exist at all, into possibly one man who does management and 
loan work both. His principal assignment may be to review the 
management methods and cost records and so forth, of the operating 
utilities, and he may do the loan advising as a sideline. 

He may never have been particularly trained for it. It is an assign- 
ment he received as an adjunct to his main assignment. 

Mr. Austin. There was one other phase of the problem that I had 
in mind, and that was this: In the past has REA given you direct 
assistance in working out the source of power for the electric cooper- 
atives out there—been working with Bonneville or the power com- 
panies ? 

Mr. Weury. Yes, they have given us substantial help in that. 

Mr. Austin. Are they giving you substantial help in working out 
’& power source on this one? 

Mr. We ry. I would not call it substantial help. We have had 
some letters on the subject, some of which have suggested we go back 
and talk to Idaho Power several more times. 

I don’t know of any direct correspondence between REA and 
Bonneville. Ihave no copies of it, if there is such. 

Mr. Austin. I have no further questions. 

Mr. Cuuporr. Mr. Knox. 

Mr. Knox. What is the perimeter of the area which you are con- 
templating serving with the Harney Electric Co-op? 

Mr. Wevry. I am not sure I understand your question exactly, but 
I will answer it and tell me if it is not exactly what you mean. 

The area lies roughly in a half circle about a 50-mile radius outside 
of Burns from the west through the south to the east. In other words, 
the area lies from Burns southward, and it is a half-cirele shape, about 
1 50-mile radius out of Burns. 

Mr. Kwox. What is the type of soil in this so-called ranch area? 

Mr. Wevry. Quite a bit of it is old lake bottom; that is, a dry lake 
bottom type of soil. 
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Mr. Knox. It would be sandy soil, then ; would it? 
Mr. We ty. Quite a bit of it is; yes. 

Mr. Knox. Light sand ? 

Mr. Wetry. No, not too light. 

‘ Mr. Knox. How many ranches were involved prior to the real- 
a estate boom of splitting and selling in the area ? 

Mr. Wetry. Not too many less than we have now in this listing. 

i Mr. Knox. What size were the ranches?) Were they thousand-acre 
ranches or 2,000 or what were they ? 

Mr. Wetry. They varied all the way, say, from—TI imagine some 
of them were as small as 160 acres, some went up as high as 150,000 
probably; in fact there are a few larger ones in the general area, 
though not many, I would say, in the immediate project area. 

Mr. Knox. What was the total number of ranches in the area? 

Mr. Wetry. I cannot answer that question. 

Mr. Knox Would you suppose it was a hundred or 50, approxi- 
mately ¢ 

Mr. Wetry. I would say around 250 probably before they started 
selling off parcels; possibly not quite that high. 

We are talking about 307 people, some of whom have signed for 
more than 1 location, and at one time there may have been 2 ranches 
which 1 man has bought out and has kept a hired hand, say, on 1 of the 
ranches, 

Mr. Knox. What is the approximate value of the land per acre? 

Mr, Wetry. Much of that land, I presume, wasn’t worth much more 
than 50 cents an acre not too many years ago. 

Mr. Knox. With the potential expansion of electricity, power, and 
water, What would the land then be worth per acre, approximately ? 

Mr. Wetty. Much of it that I know of has been offered for between 
835 and $50 an acre. 

Mr. Knox. You say it has been offered for $35 and $50 an acre, and 
vou also stated that the land possibly wasn’t worth over 50 cents per 
acre ¢ 

Mr. Wetry. As a desert. 

Mr. Knox. What has increased the cost of the property from 50 
cents to $35 to $50 an acre? 

Mr. Wetry. Much of it is being offered on the premise that power 
will come in—that is the basis for offering much of it. That is one 
reason why there hasn’t been as much land transferred as there might 
have been, because there is still that doubt in some of the people’s 
minds as to whether, if they bought land, the power would be there 
for them. 

Mr. Knox. What type of advertising is being used to promote the 
area ? 

Mr. We try. I haven’t followed that up, sir. 

Mr. Knox. Is there a sales promotional company in the area? 

Mr. Wetry. Not that I know of assuch. I do know 1 or 2 individ- 
uals who have been working on that. 

[ do not know how they are organized or whether they are working 
aS a corporation or whether they are working just as an individual 
man who has land he would like to sell off to change the nature of his 
estate or what. 

Mr. Knox. But, principally, it is the rise in price of the land that 
can be attributed to the prospect of power; is that right ? 
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Mr. We ry. To the prospect of power and the use of that land for 
purposes more intensive than running cattle on it. 

Mr. Knox. Dou you have knowledge of the type of farm crops 
that would be raised in the area if it should be developed to a point 
where they could irrigate it ¢ 

Mr. Weury. Not entirely; no sir. Some of it would be, of course, 
dependent on the location of the land. Some of it probably would 
never be used for other than intensively growing cattle feed, that is 
increasing the volume of feed itself. Some of it may be used for 
other purposes. 

Mr. Knox. But the future development of the area is upon what you 
base the justification for the co-op to organize and set up a distribution 
system on in there for that particular area. 

Mr. Wetry. Yes, sir. 

Mr. Knox. I believe I have no further questions. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. No questions. 

Mr. Hoffman. 

Mr. Horrman. Is it the president of your organization who owns 
that 55,000 acres ¢ 

Mr. Wetry. In round figures; yes. 

Mr. Horrman. Isthat grazing land ? 

Mr. Wetry. Much of it; yes. 

Mr. Horrman. And is there any prospect if you get a sufficient 
amount of power from the Government you will get irrigation on it? 

Mr. Wetty. On parts of it; yes. Not on all of it. It is bottom land; 
it is hill country; some of it is scab rock; 55,000 acres covers quite an 
area. 

Mr. Horrman. Is that the land which you say is worth how much 
per acre now ? 

Mr. Wetry. Some of that bottom land is being offered for around 
$35 to $50 an acre. 

Mr. Horrman. And what is it worth now ? 

Mr. Wetry. Some of it has been bought for that price. 

Mr. Horrman. And if there was no prospect of power from the 
Government or water, what would it be worth ¢ 

Mr. Wetry. Very much of it would never be sold and would prob- 
ably stay in 

Mr. Horrman. Just run cattle on it? 

Mr. Wetry. Just run cattle on it. 

Mr. Horrman. If you get power and water, then will it produce 
wheat and corn ? 

Mr. Wetry. Probably not procace wheat. 

Mr. Horrman. Corn, oats 

Mr. We try. No; probably more of it would be—— 

Mr. Horrman. Grassland ¢ 

Mr. Werry. Much of it would be grassland; yes; either pasture or 
hay crop. 

Mr. Horrman. And then to supplement the hay and rough crops, 
you would have to bring in cattle food from outside ? 

Mr. Wetry. No. That would be your winter feed for your range 

Mr. Horrman. Then you won't grain them, ship them out before 
they are grained ¢ 














+ wT A ERG Mies). aT 


coho Phin 


ar Nae 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1089 


Mr. Wetry. Most of them do not in that area. They ship out 
feeders. 

Mr. Horrman. And what would you say this 55,000 acres is worth 
at present ? 

Mr. Wetty. I wouldn’t care to assess the man’s position. 

Mr. Horrman. You live up there—you have some idea—just a 
rough guess. I won’t have to buy, you won’t have to sell. Just take ¢ 
long shot at it; I don’t care 

Mr. Wetry. Fr ankly, I don’t see the purpose of a long-shot guess 
at the man’s financial position. He possibly bought that land for 50 
cents an acre; I don’t know. I never have looked into the man’s 
standing. 

Mr. Horrman. Is it now being sold, similar land in that vicinity, 
for 55 or 30? 

Mr. Wetry. Similar land in that vicinity is being sold for $35. 

Mr. Horrman. There has been much said here; I think the chair- 
man’s statement said something about the little man. Would you 
consider him one of the little men that the Government should aid ¢ 

Mr. We ry. I am not so sure that he is not asking for an ability to 
be self-sufficient, that he is not getting aid as such. 

Mr. Horrman. But will you characterize him—— 

Mr. Wetry. No; I would not oe him as a little man purely 
from a little man’s standpoint. I don’t mean physically. 

Mr. Horrman. Nor intellectually ? 

Mr. We ty. No. 

Mr. Horrman. And you are trying to get for the people of that 
community this Government power so as to enhance the value of their 
land and improve their living conditions? 

Mr. We ry. Living conditions, yes. 

Mr. Horrman. That would be very fine for those people, wouldn’t 
it? 

Mr. Wetry. Yes. 

Mr. Horrman. I think that’s all. 

Mr. Wetry. And I think that has been true of all the REA projects. 

Mr. Horrman. Yes; I agree with you. 

Mr. Cuuporr. Mr. Moss. 

Mr. Moss. Mr. Welty, you wouldn’t mean to infer tliat the 50,000- 
acre holding isa typical holding of the people in that area, would you? 

Mr. Wetry. No,sir. I just illustrated that that was more I: and than 
one man could normally farm if he did anything other than just run 
cattle on it or some similar occupation where he doesn’t have to de- 
vote many man-hours to the alae of the acreage. 

Mr. Moss. And with some irrigation water available, if the elec- 
tricity is there to pump it, he might make a far better living on a 
much smaller acreage. 

Mr. Wetry. That is quite true. 

Mr. Moss. As I recall, Harney County raises not only cattle but a 
great many sheep. 

Mr. We ry. It is a declining thing. However, there are still sheep 
in the area too. They like to be known as a cattle country, however. 

Mr. Moss. There were, I believe, in parts of Harney County some 
very fine ranches that br ought pretty good prices over the year. 

Mr. Wetry. They have, yes. 
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Mr. Moss. One that comes to my mind is one that I think used to 
be called the Alvord ranch? 

Mr. Wetry. There is a large Alvord ranch in that area. 

Mr. Moss. And quitea number of others. 

I raise the point because I happen to have had a relative there—he 
died a number of years ago—who operated a very sizable ranch, and 
I think it had a considerable value. They were irrigating with arte- 
sian wells. 

Mr. Wetty. There is some of that. 

Mr. Moss. They were forced, however, to have their own powerplant 
which was a Delco system, as I recall it. 

Mr. Wetry. There is one thing I didn’t mention in that line that 
I believe possibly should be mentioned; if it is not only irrigation, 
there is a vast lakeshore condition there that can be put into produc- 
tive use if the water could be cleared off of the land 2 or 3 months 

sarlier in the year than it normally would be, and by diking and in 
effect using the lake bottom, that would increase some of the farmers’ 
potential yield along the lake considerably. 

Mr. Moss. These are all of my questions. 

Mr. Cuuporr. I have no further questions. 

Mr. Horrman. I have one more. 

Mr. Cuvuporr. Mr. Hoffman, we have four other witnesses. I am 
going to let you ask your question, but you ask one question and let’s 

call somebody else. This man has been before us for about 314 hours. 
We have four other witnesses. 

If we don’t get finished tonight, I am not running away from the 
witnesses tomorrow to Washington. I will stay another day and 
listen to them tomorrow, but would you limit yourself to one question ? 

Mr. Horrman. Yes, if you will advise me what proportion of the 
® or 3 hours I have used ? 

Mr. Cuuporr. You had more than I did. I think I asked a ques- 
tion anda half. Go right ahead. 

Mr. Horrman. What your activities boil down to is an effort to 
improve the living and financial conditions of the people in your 
locality through the aid of Federal funds collected from all the tax- 
payers, isn’t it? 

Mr. We try. No, sir; I believe the cooperation is expected, and I 
would want it to be and I believe REA would want it to be, a self- 
sufficient supporting enterprise. 

Mr. Horrman. But initially you want money from the Federal 
Government, don’t you ? 

Mr. Wetry. As an initial loan, yes, as an investment of our future. 

Mr. Horrman. That’s all. 

Mr. Cuunorr. Thank you, Mr. Welty. 

Mr. Wetry. May I make one more statement before you dismiss me. 
I believe there was an impression left in some of the questioning this 
morning, I believe it stemmed from Mr. Jonas’ questions, and I be- 
lieve that I would like to correct that impression with Mr. Jonas’ 
consent. 

That is that there is no argument between Bonneville and myself 
over the fact that we can build a transmission line for $600,000. I 
agree with their technical staff or they agree with me, that the class 
of line I would build for $600,000 is not the same line that Bonneville 
would build for $1,900,000. 







oath Sel or 2 























a 
t 


Pac FEO LE ob 


reihes 


SAME Ts 


‘ Gears. Whtpebtiae de hoe 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 109] 


Mr. Jonas. Mr. Welty, you are not responsible for it, but your state- 
ment points up the contention I have made since these hearings began, 

that we ought not to hear one side of this thing without hearing both 
sides, and ‘I have been insisting since we started that we bring in 
Bonneville and these administration people who know the other side, 
but the majority on the committee have not seen fit to do that, and 
have postponed their testimony until some subsequent date in Wash- 
ington when we may remember this little situation and we may not. 

Mr. Cuuporr. I am going to answer that the way I did before. The 
Administration, the Bonneville Power Administration and the South- 
western Power Administration and the Southeastern Power Adminis- 
tration and Mr. Aandahl, will have an opportunity in Washington to 
answer all these problems that the people have come to us with. 

It is a question of what is proper procedure, and the majority has 
decided that proper procedure is to allow all of the one side to get 
through first and then we will bring the administration in. As chair- 
man of this subcommittee I take that responsibility. 

Mr. Hoffman, I think you had something you wanted to offer for 
the record. I wanted to remind you about it. You said you might 
forget about it. 

Mr. Horrman. I offer that statement which I gave to the reporters, 
one of whom gave a copy to Mr. Lanigan, and who gave it to you, 
and of which you are now familiar. I don’t care to read it. I just 
want it understood that I offer to have it in the record as a part of 
the record, and included in it, of course, is this editorial to which 
reference has been made. 

Mr. Cuuporr. Mr. Hoffman, I don’t think Mr. Moss heard that. I 
presume you have given it to your colleagues. 

Mr. Jonas. [ have not heard it. 

Mr. Horrman. Haven’t I the same right you have, the same right 
that other members have to make a statement ? 

Mr. Cuuporr. I am saying that I think you ought to read it. 

Mr. Horrman. Oh, I would be delighted, if you don’t think it will 
take too much time. 

Mr. Cuuporr. If you insist on not reading it, you don’t have to, 
but you can read it. 

Mr. Horrman. The San Francisco Examiner of yesterday, in its 
news story, Hot Words at Power Quiz, carried the statement : 

Hoffman is not a member of the subcommittee, but, as a member of its parent 
committee, has been sitting in on the sessions in an ex officio capacity . 

I might add there that I understand now, from the statement of the 
chairman, that I have as a member ex officio all the authority to 
vote on a quorum or any question that may come up that any other 
member has. I continue to read: 

I am a member of the subcommittee because I am the ranking mi- 
nority member of the full committee, and rule 4 provides that: 

The chairman and the ranking minority member of the committee shall be 
ex officio members of all subcommittees. 

My authority to appear, make statements, question witnesses, and 
vote on all questions which may come before the subcommittee is ex- 
actly the same as that of any other member. 

Mr. Cuuporr. I have never denied you that right. Have I ever 
denied you that right or said you didn’t have that right ? 
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Mr. Horrman. Oh, yes; you have objected and stricken from the 
record statements that I have made or questions that I have asked, 
overruled my right to ask questions many, many times. You have 
asserted several times that you were running the committee and that 
the rest of us had nothing to do with it, which, of course, I will take 
care of in the subsequent part of the statement. 

I have been a member of the regular House Committee on Ex- 
penditures in the Executive Departments and of the Committee on 
Government operations, which succeeded it, since 1935. 

In December 1936, a Democratic Speaker of the House made me 
a member of a Select Committee which later authorized me to hold, 
and I did hold, one-man subcommittee hearings. 

And I might add there, without any objection from any Republican 
or Democratic member of the regular or subcommittee. 

Later, as a member of the regular standing House Committee on 
“ducation and Labor, I was again authorized to hold, and did hold, 
one-man subcommittee hearings in many places, several volumes of 
testimony. 

Mr. Cuuporr. Of course you can’t do that under the rules now. You 
have to have a quorum. 

Mr. Horrman. Under the new rules. 

Mr. Cuuporr. We amended the rules to provide you have to have at 
least two members to constitute a quorum. 

Mr. Horrman. Yes, and at my suggestion. At a meeting of the 
Fountain Committee, where the committee was stuck for a quorum and 
where from Saturday morning at 10 until Saturday afternoon at 3 
o'clock, without going to lunch, I remained so that they would have a 
quorum of two. You weren’t there, I was. 

Mr. Cuuporr. I was not a member of that subcommittee. 

Mr. Horrman. When the Republicans secured control of the House 
in the 80th Congress, I was ranking member on the Committee on Edu- 
cation and Labor, and also on the Committee on Expenditures in the 
Executive Departments. Unable to hold both chairmanships of a 
regular committee, I chose the chairmanship of this committee and 
acted as such during the Republican 80th and 83d Congresses. 

By virtue of the action of the present Congress and of the Commit- 
tee on Government Operations, I am a member of the Subcommittee on 
Military Operations; a member of the Special Subcommittee on Gov- 
ernment Information, of which Mr. Moss is chairman—and on this 
committee, I might add, there are 3 Democrats and 1 Republican; and 
a member ex officio of the 6 other regular subcommittees and the 2 
special subcommittees of the Committee on Government Operations, 
with exactly the same privileges, the same authority, possessed by the 
other members of those committees. 

Incidentally, I am also a member of the House Committee on Edu- 
cation and Labor. 

Even though I lacked knowledge of committee procedure when 
first selected to serve, experience should have—and possibly did—rub 
into me at least some knowledge of committee procedure. 

Yesterday’s Examiner also carried the statement that, at the cli- 
max of a discussion with the chairman, I made what was by “many,” 
“construed as an obscene gesture, and then strode briefly from the 
room.” 
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A witness and, as I recall, the two Democratic members of the sub- 
committee, had insisted that the P. G. & E. was the beneficiary of a 
State-guaranteed net income of 5 percent. 

With that conclusion I disagreed, and attempted to make it clear 
that, while, in fixing rates for the P. G. & E., the public utilities Com- 
mission took into consideration all legitimate items of cost incurred 
by the P. G. & E., it also used the 5 percent profit figure in an effort 
to not only fix a fair rate for the consumer, but a fair return to the 
company’s stockholders, but that the State did not at any time guar- 
antee that the company should enjoy a 5 percent net profit; nor did it 
guarantee that, in case the rate fixed proved insufficient to net a profit, 
the State or the commission would make good the loss so that the 
company would be assured that its net profit would equal at least 
5 percent. 

To the statement, I will add there the quotation which I read into the 
record from the decision of the utility commission this morning, which 
shows that the State does not nor does the commission guarantee a 

profit of any kind, and cannot under the decisions of the United States 
Susman Court. 

‘ That conclusion to me seemed inescapable and, finally, inasmuch 
; as the chairman was insisting that the company was guaranteed a 5 
percent net income and would not permit me to continue my argu- 
ment to the contrary, I did turn from where I was standing across 
the table in front of him, make a sweeping, pushing gesture with my 
open hand, which expressed—at least to me—the absurdity, the inac- 
curacy, of any insistence that the company, by the State or any other 
agency, Was guaranteed a net profit of 5 percent, or any other sum. 
The gesture was intended to, and I think did, express my dismissal of 
his contention and conclusion. 

I might add there, at this point in the statement, that in the subse- 
quent edition of the Examiner, so I was informed by the reporter this 
morning, the statement that the gesture was obscene has been changed 
to read that the gesture was one of disdain, and of course I haven't 
the slightest criticism of that. 

As a matter of fact, at the time I used the gesture, which is a 
familiar one to me and when I disagree with a statement this way, 
just brushing it aside, it isn’t worth considering, that was all, and that 
was all I intended. Now I continue to read. 
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i At no time did it even occur to me to make what by anyone could 
i be construed as an “obscene” gesture. And I might add there, the 
reporter this morning, when I ‘asked him to demonstrate to me what 


he meant by an obscene gesture, he said, “You did it this way,” 
showing his hand up. I don’t know what he meant; to this d: ay I 
don’t. I asked my two colleagues, one from Michigan and one from 
North Carolina, and neither one of them knows, and I must assure 
you gentlemen I don’t know what that kind of a gesture, if I made it, 
would mean. I don’t know. Nor can I understand how anyone, 
especially a reporter for the Examiner—a Hearst paper, with whose 
policies I agree more often than I disagree—could in fairness reach 
or cause to be printed such an unfair statement. 

At no time, in these or any other hearings with which I have been 
connected during the past years, have I used either obscene or profane 
language, and obviously it is apparent to everyone attending congres- 
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sional hearings in which I have participated that I do not lack words 
to express my views or conclusions. 

The editorial printed in the San Francisco Chronicle of the 14th, 
entitled “Sorry Performance by Visiting Congressmen,” is as follows: 


{San Francisco Chronicle, September 14, 1955] 
Sorry PERFORMANCE BY VISITING CONGRESSMEN 


Too many congressional committees have earned scorn and contempt for riding 
roughshod over the rights of witnesses and thereby bringing the entire process 
of congressional investigation into low esteem. 

The congressional subcommitteed now in town to look into the origin of a 
series of changes in Interior Department regulations of public utilities turned 
in a performance at its opening session Monday that did nothing to retrieve 
any of Congress’ lost prestige. 

By its rowing, arm-waving, and irrelevant political bickering, the subcom- 
mittee created a highly unfavorable impression of its maturity and concern for 
issues of fact. 

The sole purpose of Chairman Earl Chudoff (Democrat of Pennsylvania) and 
his colleagues was supposed to be to find out from officials of the Pacific Gas & 
Electric Co. what connection they had had with a memorandum the Interior 
Department used as a basis for changing its regulations in 1954. 

The P. G. & E. men, Washington Lobbyist Herman C. Kruse and Executive Vice 
President Robert H. Gerdes, gave straightforward answers. Kruse had been 
asked for suggestions from western power companies about changes in the regu- 
lations; he had passed the request along to his superiors; they had already been 
at work on a list; after consultation with other western companies the list was 
sent to Kruse for relay; Kruse duly gave it to Solicitor Clarence Davis of the 
Interior Department, the man who had asked him for it in the first place. 

This factual answer could have been elicited in an hour’s questioning. By the 
time the Democrats and Republicans on the subcommittee had finished ringing the 
changes 7 hours had gone by. The hearing record was filled with windy blasts 
and uproar which ignored the factual story. 

This sort of hokum is an insult to people’s intelligence. Representative govern- 
ment deserves better than it got on Monday from the traveling delegates of the 
House Committee on Government Operations. 


I wholeheartedly agree, except with the statement that— 

The sole purpose of Chairman Earl Chudoff (Democrat of Pennsylvania) and his 
colleagues was supposed to be to find out from officials of the Pacific Gas & 
Electric Co. what connection they had had with a memorandum the Interior 
Department used as a basis for changing its regulations in 1954. 

The purpose of the subcommittee is broader than there stated. In 
addition to the purpose stated, it is my understanding that the sub- 
committee staff and at least some of the majority members of the 
subcommittee charge that the Department of the Interior is not only 
refusing to carry out the intent of C ongress, but is violating its own 
regulations and perhaps some Federal laws. 

I might add, the direct charge was made by the witness at Idaho 
Falls, Mr. Norwood, that individuals in the Department not only 
violated their own regulations but Federal statutes. 

Statements to that effect have been issued by the Chairman, who has 
also, before those charged have been permitted an opportunity to reply, 
chi arged that the Interior Department has secretly been giving away 

valuable national resources. 

In a statement issued on June 8, last, in addition to the charge that 
the Department had been improperly influenced by private power 

companies in the making of certain changes in its regulations, the 
chairman added: 


lines 





ow 


“ws 


wo 


ouliactieds. 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1()95 


The administration seems much more concerned with turning our public power 
resources over to private monopoly than it is to making the new power starts 
required by our national defense and by our farm, domestic, and industrial 
demands. In a period of declining farm income, it seems strangely concerned 
with killing the farmers’ own low-rate co-ops and turning them over to high-rate 
private companies, owned and controlled by Wall Street. 


The chairman’s June 8 statement carried this, after stating that— 


The Department, contrary to its own regulations relating to the disclosure of 
documents, has refused the request of the chairman to let the committee or its 
staff examine departmental documents relating to its power or other activities. 

May I add there, Mr. Chairman, I understand from the wire sent in 
answer to a request of Mr. Jonas, someone who didn’t sign his right 
name but assumed to act for the Secretary of the Interior, denied that 
statement. 

Then added: 

How many other sordid situations like that revealed here exist in the Depart- 
ment? How close are we to more Teapot Domes? 

Any impropriety or unseemly conduct for which I may be respon- 
sible—and that responsibility I deny—has been due to what I regard 
as the political attitude of the investigatic ns, the statements issued, 
and the manner of conducting the hearings. 

It has always been my understanding that witnesses appearing be- 
fore congressional committees were not only entitled to the same 
courtesy, privileges, and rights which were theirs when appearing in 
court, but that, without exception, they should be treated with even 
greater courtesy and consideration. 

Always, in congressional hearings, whether acting as chairman or as 
a member of the committee, I have endeavored to protect witnesses 
from any unfair examination, the expression by a member of the 
committee of any critical criticism of the witness or his testimony. 

The chairman of this subcommittee seems to feel—in fact, he has 
more than once stated—that he is the sole director of the staff, the 
sole judge when questions arise in committee as to the relevancy or the 
propriety of any question asked by a member of the subcommittee, 
any answer given by a witness. 

It is axiomatic, it is elementary, that, while a chairman of a com- 
mittee or even the Speaker of the House or the Presi‘! ling Officer of 
the Senate has initial authority to direct proceedings, his decisions are 
always subject to appeal and action by committee, House, or Senate 
Members. 

And I would ask my colleague, if I may there once more impose 
upon your generosity, as a member of the Michigan house for 16 
years and as the speaker for 6, isn’t that the procedure usually ? 

Mr. Knox. I presume so. 

Mr. Horrman. Doubtless, the vigor—perhaps the sharpness—with 
which these hearings have been conducted is due to the radically differ- 
ent, divergent, views of committee members. 

On the one hand, we have a group of members who seem to feel— 
and that is their privilege—that it is the duty of the Federal Govern- 
ment to assume and maintain a paternalistic attitude toward its citi- 
zens, 

On the other hand, we have—and it is my privilege to belong to that 
group—those who seem to feel, and that I assume is their privilege— 











1096 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


that the least government is the best government; that, when the 
weak are protected from the strong, the less intelligent from the more 
intelligent, crafty, and unscrupulous, covernment has in the main 
fulfilled its functions; that the citizen should be left free to enjoy the 
privileges and the rights guaranteed by our Constitution; that any 
interference with those rights—except as it becomes necessary to pro- 
tect all the people—is but the beginning of the destruction of our form 
of government. 

I thank you, Mr. Chairman. I appreciate greatly being permitted 
to exercise the privilege which is my right. 

Mr. Cxuuporr. I might state let your statement and a copy of the 
editorial be admitted in the record. Now I yield to Mr. Moss. 

Mr. Moss. I would like to make two very brief observations other 
than that the statement of course represents the views of Mr. Hoffman 
and is not necessarily concurred in. 

I believe that in addition to the written statement, you made the 
ebservation that on the Special Subcommittee on Government Oper- 
ations there were 3 Democrats and 1 Republican. That is correct. 

I think the circumstances which made that division possible should 
be clarified however. As the ranking member you had the right to 
appoint a Republican and serve ex officio as a member of the com- 
mittee. 

Mr. Horrman. You are right. 

Mr. Moss. You chose to do otherwise. Therefore the division is 
3to1. It would have been 3 to 2. 

Mr. Horrman. I canvassed the minority members, Mr. Moss, a fact 
with which you are not conversant, and nobody else wanted to take it. 

Mr. Moss. I merely explained that that was the reason. 

Mr. Horrman. You are correct. 

Mr. Moss. Then the second point is that I, as a member of this com- 
mittee, yesterday or at no other time ever maintained that the law 
guaranteed a percentage of income or guaranteed income. 

My contention was and is consistent ‘with the opinion read by you 
that the constitution of my State does guarantee, or the law guaran- 
tees, to utilities, a fair return on their investment, that fair return 
being determined under the regulations of the utilities commission. 

My statement was if they were not making money, they could seek, 
and I know of no precedent for denial of, any rate increases. I am 
confident they would receive their rate increase and be permitted to 
continue to receive a fair return on their investment. 

The construction placed in your statement is to that extent inaccu- 
rate. That is all IT have. I yield back to the chairman. 

Mr. Horrman. Will you yield to me there? 

Mr. Cuuporr. He can’t yield to you. I have the floor. 

Mr. Horrman. T know, but he could yield. 

Mr. Cuuporr. He could, but I am not going to let him. 

Mr. Horrman. I have no quarrel with your construction. 

Mr. Moss. Thank you. 

Mr. Cucporr. I feel that at this time it will be necessary for me to 
say something about . Hoffman’s statement and the editorial 
which appeared in the San Francisco Chronicle this morning. 

I want to say that although IT have not been in Congress 20 years, 
T have been in Congress about 7 years, and that prior to that I served 
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10 years in the Pennsylvania State Legislature. I have had some 
experience, I have been chairman of various committees. I think I 
have been very fair. 

I want to say to you that I think this committee has done a good 
job. I think the minority has done everything possible that they could 
do to express the issue that they believe in and to defend it and press 
it, and I think the majority has done the same. 

I want to thank the gentleman from North Carolina, Mr. Jonas, 
and my colleague from Mic higan, Mr. Knox. ‘They have behaved 
themselves with dignity and in ‘the finest w ay that a Member of Con- 
gress could. The same goes for my colleague from California, Mr. 
Moss. 

This committee started out in Springfield, Mo., and went to At- 
lanta, Ga. We had no difficulty with the minority. We were able 
to conduct our hearings in a businesslike fashion. 

Certainly Mr. Jonas had one thought and I had another, and we 
disagreed many times on procedure, and I, as chairman of the com- 
mittee, was able to rule on the procedural things. 

It was not until Mr. Hoffman joined the committee in Denver that 
we ran into any difficulty. I am sorry that the San Francisco Chron- 
icle found it necessary to write the editorial that they did. 

I hoped that it wouldn’t be necessary, and I disagree with the con- 
tents thereof, but I, as a former newspaperman, feel that the press has 
the right to express any opinion it might have editorially, and I will 
fight as long as I have a breath of life in me to keep that right to 
them. 

I want to say if this committee has not been conducted in a business- 
like fashion and does not have the dignity of the Congress of the 
United States, that lack of dignity can only be traced and placed, and 
the responsibility thereof, on the gentleman from Michigan, Mr. Hoff- 
man. His actions have been such as I have never seen by any Member 
of Congress in any subcommittee meeting, any full committee meeting, 
or on the floor of the Congress of the United States. 

I think he showed disrespect for the subcommittee, for the press, for 
the witnesses, and for the audience. I can’t remember everything you 
did, but I just jotted down a few of them. He sat with his coat off 
and his back to the witnesses at times 

Mr. Horrman. Did what? 

Mr. Cuuporr. He sat with his coat off and his back to the witnesses 
at times. He had his feet up on the table. He read a newspaper in- 
stead of listening to the witnesses. He walked up and down the aisles 
of the room and made gestures. 

He explained what those gestures meant. It could have been in- 
terpreted in a number of ways, and I have no quarrel with the news- 
paperman who might have interpreted it in the way that he wrote he 
interpreted it, because obscenity 1s a relative thing. I may think that 
a girl who wears sleeves up to her elbows is obscene; another person 
may say that a girl who has nothing on at all is a beautiful part of 
the art of this Nation. 

But I do say to you that in addition to those things and one of these 
things that I thought shouldn’t have been done, was the insinuation 
that a very reputable member of the press, whose name I don’t even 
know, was insinuated to belong to a subversive organization be- 
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cause of the fact that he showed counsel of this committee a statement 
that the gentleman read into the record and gave to all the newspaper- 
men, which I presume was public record, and he let me read it. 

It appears to me that if anybody is to be blamed for the loss of 
dignity to this committee, the loss of dignity to the United States 
Congress, it is the gentleman from Michigan, Mr. Hoffman. 

I hope that any future meetings that we have, that Mr. Hoffman will 
not act as he has here. I think we could have finished these hearings 
in half the time if we would have had some cooperation from the 
gentleman from Michigan, Mr. Hoffman. 

I am sorry to make this statement, but I just had to get it off my 
chest, and I would rather do it in public than not within the hearing 
of Mr. Hoffman. 

Mr. Jonas. Mr. Chairman, before we close this part, I feel that I 
need tosay a word ortwo. MayI? 

Mr. Cuuporr. You may proceed. 

Mr. Jonas. Mr. Hoffman doesn’t need any defense at my hands. 
He is perfectly able to take care of himself. 

Mr. Cuuporr. How right you are. 

Mr. Jonas. I have seen him take on all comers before, and I think 
he has sufficient courage and sufficient ability to carry his part of 
most of the arguments I have seen him in in the past. 

I also wish to thank the chairman of the subcommittee for his 
complimentary references to myself in the previous hearings. I have 
allowed my voice to be raised on 1 or 2 occasions, and I regret that. 
I feel that I was reasonably provoked at those times, because of what 
I thought was a very, very unfair attitude on the part of the committee. 

I have no complaints whatever to make of the opportunities you 
have given me to examine witnesses at length and to make full and 
complete statements of my position at every place we have stopped. 
My only complaint has been at what I consider to be a planned purpose 
on the part of this committee to go out into the country and hold hear- 
ings at various places ostensibly to investigate a department of the 
Government, and conduct public hearings at which only one side of 
the controversy was permitted to be disclosed. 

You will recall very serious and grave charges were made at Spring- 
field, going to the lack of good faith on the part of the Administrator 
of the Southwest Power Administration, and through him the De- 
partment of the Interior. The newspapers carried those charges, 
the radio carried those charges, and I have seen references to them 
in places far removed from Springfield. 

It turned out that there was a very, very sensible and reasonable 
explanation, and I refer to the 50,000 kilowatts of power that were 
going to the Oklahoma companies. The country was led to believe 
from those charges that the Tenaritiest of the Interior was turning 
over 50,000 kilowatts of power to private utilities in Oklahoma at 
the time it was denying 250 kilowatts to a little town in Missouri. 

The truth of the matter was, and that could easily have been as- 
certained by this committee calling up the Administrator of South- 
west Power Administration and asking him about the facts, and it 
just doesn’t strike me—I started to say the truth about the matter 
was the 50,000, as I have since ascertained, was under contract to 
the Oklahoma companies, under contracts negotiated by the previous 
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Administration, but during the previous year the Oklahoma com- 
panies had deferred their right to that power in order to make the 
power available to preference customers through SPW, because of 
the drought conditions, and they merely deferred their right to the 
50,000 kilowatts, and when generators broke down in one of their 
plants and an emergency situation arose, then they asked for the 
50,000 kilowatts they were entitled to under their contract. 

That makes quite a different story from the picture that was painted 
before this committee and before the country on the part of the wit- 
nesses that came before the committee. 

Now, in that particular and in some other particulars that I might 
cite, I don’t think this committee has been fair. I don’t think by 
any stretch of the imagination it could be construed as an objective 
investigation. 

There has been no effort on the part of the staff or the committee so 
far to get the Administration’s views. Every time I have requested 
that we ought not to prejudge these hearings, and that we ought not 
to be giving out statements denouncing the Administration and accus- 
ing it of bad faith and violation of regulations and violations of law, 
we ought to give the Administration spokesman an opportunity to be 
heard, I have been met with the statement that we will hear them later 
in Washington. 

Now, my concept of a fair and an impartial hearing is to give the 
defendant an opportunity in the forum where the charges are made 
against him to give his explanation. 

I think in view of that sort of a background and in view of that 
sort of attitude which goes far beyond the chairman’s conduct of the 
meeting, with which I have no complaint whatever, I think the 
minority members of this subcommittee at least are entitled to be 
excused for becoming exasperated occasionally when they have not 
been given an opportunity to present the other side of these charges. 

Mr. Cuuporr. Mr. Jonas, I just want to answer you in a very, very 
few words. 

You have raised this question in almost every city that we have been, 
and I think I have given you the same answer, that we are not going 
to try.to shut the Administration off from answering any of these 
charges. We certainly want them answered. We will be very happy 
to hear them answered. 

But as I said to you, I felt that we should get all the charges at one 
time. We would then allow the Administration to have a copy of the 
transcript, at which time they could take 2 or 3 weeks to properly 
prepare their answers and appear in front of this committee in Wash- 
ington 2 or 3 days, or even 4 or 5 days, if they find it necessary, if 
they need that much time. 

I think the orderly procedure is to hear the charges first, and allow 
the defense to answer afterward. 

Mr. Jonas. Will the gentleman yield right at that point? 

Mr. Cuuporr. I sure will. 

Mr. Jonas. My only objection to that, I have tried lawsuits in court, 
and I know you can’t hear one part of the testimony from one side, 
and then bring in witnesses from the other side before you finish with 
the plaintrff’s case, and I agree with you that orderly presentation of 
the evidence is proper: but to be fair and to be objective, we ought to 
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go back to Springfield and let the Administration witnesses give their 
side of those charges to the same audience that heard the charges. 

You can’t ever catch up with charges if they are unfounded, if you 
have your hearing months later in W: ashington, and that has been 
the burden of my criticism, not that we weren’t going to hear the 
complainants first and finish that side of it and then go into the other 
side, but that the same audience, the same people ought to hear both 
sides of it, and certainly the press ought to, because they are writing 
about these hearings, as they have a perfect right to do, but they can 
only write about one side, because that is the only side they have heard. 

And to show what a disadvantage we in the minority are placed 
under, we don’t know who the witnesses are to be; we don’t know what 
they are to testify about. 

We have not been briefed or had explained to us what we are investi- 
gating or what we are going to hear from the witnesses before they 
testify, and we can’t prepare for the sort of hearing we ought to have, 
particularly since the staff, every one of whom I consider a very good 
friend anda personal one—and I have learned to like all of them since 
we have been on this trip—but I don’t think you can say they have 
made any effort to get both sides of this story. They haven't gotten 
but one side. 

Mr. Cuvporr. I hate to interrupt you, but we did make an effort, 
Mr. Jonas. 

On April 13 the Secretary of the Interior advised the employees 
of the Interior Department not to give the staff any information, talk 
to them, unless he gave permission, and I want to thank you, Mr. 
Jonas, because I think that because of your efforts in either talking 
to the Secretary of the Interior or whoever you talked to, he has 
rescinded that order, although we did get a telegram that was signed 
by somebody else. 

I am giving the telegram the benefit of the doubt. 

And I think if the Secretary of the Interior had not written the 
letter of April 13, which is in the record, which I gave the name to of 
the gag letter, I think that we probably would have gotten along 
much better. 

One thing these hearings have accomplished, if nothing else, is to 
get the Secretary of the Interior in such a mood as to give us the 
information that will enable us to make a better investigation. 

And I am sure that representatives of the Southeast Power Admin- 
istration and the Southwest Power Administration and the REA 
and the Secretary’s office will be given every possible opportunity in 
Washington to answer the charges that these witnesses have made 

against them, and take as long as they want. 

I am not going to run away; I will take all the time you want. This 
thing has been going on since January. We have thousands of pages 
in the record. 

I don’t want to be unfair, and although procedure is a matter we 
can argue and argue about, :t is your opinion we should do it one way, 
it is my opinion we should do it the other way. 

Mr. Jonas. We have no hard feelings between us. We have serious 
disagreements as to correct procedure, but we have had no personal 
clashes. We are able to get along with each other all right. 


Tae 
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I hope ¥ haven’t offended anyone in anything I have said from time 
to time. I have been pretty outspoken about my feelings, but it was 
because I felt deeply that I = right. 

Mr. Cuuporr. Mr. Welty, I understand that you have some kind 
of statement to offer for somebody who couldn’t be heard. 

Mr. We ty. Yes, sir. I am not conversant with it, sufficiently that 
I would care to answer any questions on it, however. I brought it 
along in the event that you chose to accept it, and I would offer it in 
that abbreviated form. 

Mr. Cuuporr. Does it apply to your Harney Electric Co-op ? 

Mr. We ty. It deals in part with the Harney Electric Co-op. Not in 
total. 

Mr. Cuvporr. Would you give each member of the committee a 
copy! 

Mr. Horrman. I forgot to say you had your coat off over at Denver, 
and I saw some members with their feet up on the desk. 

Mr. Cuuporr. You never saw my feet up on the desk. I never saw 
any other members with their feet on the desk. 

Mr. Horrman. Do you object to my having my coat off now? If you 
do, I was going to say you can object. That is all the good it will 
do you. 

Mr. Cuvporr. I have no objection, except that I don’t think it lends 
to the dignity of a subcommittee of the Congress of the United States. 
You can hang from the ceiling if you want to, Mr. Hoffman. I have 
no objection personally, but I don’t think it helps the dignity of the 
committee, 

Mr. Horrman. You not only had your coat off at Denver, but you 
invited others to take their coats off. What is biting you is that some 
of your moves are being caught up with. You set out to skin the 
administration, and you haven't been very successful at it, that is 
what the present trouble is about. The record will show who has made 
unsubstantiated charges—who has interrupted—who has gone out- 
side the real issue—you and other members of the committee have 
sat facing the witnesses. I am on the opposite side of the table with 
my back to the witnesses and the audience—turning only when I 
examine the witness. 

Mr. Cuuporr. This is a 214-page statement. The witness says he is 
not competent to answer questions on it, and I haven’t seen it, nor 
have I had an opportunity to read it. I wonder if you will just leave 
it, and we will make a ruling on it before we adjourn today. 

Thank you, Mr. Welty. 

Mr. B. R. Little. 

Mr. Little, will you identify yourself for the reporter, please / 





STATEMENT OF B. R. LITTLE, MANAGER, BENTON-LINCOLN 
ELECTRIC COOPERATIVE, CORVALLIS, OREG. 


Mr. Lirrie. I am B. R. Little, manager of the Benton-Lincoln 
Electric Cooperative, the principal office being i in Corvallis, Oreg. 

Mr. Cuuporr. Do you have a prepared statement, Mr. Little. 

Mr. Litrie. Mr. Chairman, I am a little at a loss here to comply 
with the requirements of this subpena. Some 6 or 8 weeks ago I had 
conversation with the counsel of this committee in Portland, Oreg. 
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Mr. Knox. Will the gentleman yield. Did I understand you to say 
that you were subpenaed ? 

Mr. Cuuporr. Yes; he was subpenaed. 

Mr. Kwox. I didn’t know that. 

Mr. Cuuporr. Will you just tell the committee what your problem is 
with the subpena, and we will try to work it out for you, if we can. 

Mr. Littie. At that time they asked me if I would appear volun- 
tarily before this committee with the information in question. I re- 
plied that I would not. 

At that time they told me of this hearing that was to be held in 
San Francisco, and that I would be subpenaed. Some 3 weeks ago I 
received a letter from the chairman of this committee, in which he 
invited me to appear. 

Assuming that I would be subpenaed, and not to be arbitrary in the 
matter, I proceeded to prepare a statement which, to the best of my 
knowledge and belief, is a true representation of the file in our office 
covering this matter. 

I did not realize at that time that the subpena would cover the fol- 
lowing statement: 

And to bring with him all memoranda, correspondence, and documents re- 
lating to that subject matter. 

At the time I received this subpena it was physically impossible for 
me to produce the file prior to my appearing here as a witness. The 
information contained in this statement may at times seem not com- 
plimentary to the Bonneville Power Administration. 

However, it is not a charge. It is merely a representation of what 
is contained in our file. If the committee still insists that they see the 
file, given ample time I will produce the file. 

Mr. Cuvporr. I would suggest, Mr. Little, that we are not going 
to be technical and say you haven’t complied with the subpena. 

I would suggest you go ahead and give your statement, and if any- 
thing comes up in the course of your statement, or in the course of 
the questioning by members of this committee that requires documenta- 
tion, I am sure that we will give you an opportunity to either send us 
the original document or a photostatic copy thereof. If there is any 
other question before proceeding, we would like to clear it up. 

Otherwise, you may proceed, 

Mr. Horrman. May I see the subpena ? 

Mr. Jonas. While he does that, Mr. Chairman, is this mimeo- 
graphed statement a copy of what you intend to present? Does it 
start off “On September 1, 1954”! 

Mr. Lirrie. Yes, sir. 

Mr. Jonas. And the statement contains five pages, and has some 
exhibits? 

Mr. Litre. That’s correct. In the interests of brevity, in order 
that the committee will have an opportunity to understand somewhat 
about what is involved here, I will read the first two paragraphs. 

I will give a brief résumé of the contents, and I would like to read 
the final paragraph which I believe would give a picture of this thing. 

On September 1, 1954, Mr. Richard B. Keller, representative of the 
Ira C. Keller & Co., Inc., called us and advised that his company had 
preliminary plans for establishing a kraft-paper mill at a location 
approximately 4 miles north and east of Albany, Oreg., on United 
States Highway 99. 
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Mr. Keller inquired as to whether or not we would be interested in 
making electric service available to this plant and, if so, at what volt- 
ages, and what kind of switchgear and protective equipment would 
be furnished. At that time. we made an appointment for the follow- 
ing day with Mr. Keller and asked him for permission to furnish 
maps and other pertinent data that would be available on such short 
notice. 

On September 2, we met with Mr. Keller in his office in Portland, 
Oreg., together with Ira C. Keller, president of their company, and 
Robert Hansberger, vice president. _ 

At this meeting, they stated that their plans were in a preliminary 
stage and that they were exploring the various electrical supply service 
available to them. They told us, as nearly as they could, what their 
requirements would be. 

They were told that we could not make them a definite proposal 
until we knew their exact requirements and until we knew if Bonne- 
ville Power Administration would make an adequate source of supply 
available to us. 

Mr. Richard Keller indicated their requirements might be as much 
as 4,000 kilowatts and asked about the rate schedule that would apply. 

He was told that we did not have one that was available, but that we 
would be happy to show him all of the factors and calculations that 
were used in making the applicable rate schedule. 

Mr. Ira Keller mentioned that that was one of the advantages of 
doing business with the cooperative—that is, the fact that they would 
be a member and would share in the business of the cooperative. We 
left the meeting with the following understanding 

Mr. Horrman. Mr. Chairman, Just a minute. May I have a copy of 
his statement ? 

Mr. Cuuporr. You should have had one. We all have it. 

Mr. Horrman. If it won’t be discourteous, I would like to ask for 
one. 

Mr. Jonas. ‘They were distributed before lunch. 

Mr. Cuvporr. I was confused, myself, because there is a witness by 
the name of Hittle, and this witness’ name is Little. ; 

Mr. Horrman. That is what you say. 

Mr. Lrrrte. May I proceed ? 

We left the meeting with the following understanding: That Mr. 
Richard Keller would furnish us with their requirements as soon as 
possible and that we would immediately start to determine the method 
by which we would meet their requirements. 

On September 6, we contacted Bonneville Power Administration’s 
oflice by telephone and advised them what our power requirements 
might be. We asked them to make a preliminary study of the relative 
costs on three different possibilities for service to this load—one of 
which was to tap the existing 115 kilovolt line which is within 214 
miles of the proposed mill site. 7 

These preliminary studies were made. We made further contact 
with Bonneville, with Mr. Herschel Jones, who was then acting power 
manager, and he and his staff continued to study the subject. 

We had several meetings, as this statement shows, with the Keller 
Co. after that, and finally we were in a position where we wanted to nail 
down something with the Bonneville Power Administration. 
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We ¢alled Mr. Jones for an appointment. Mr. Jones advised, that 
the matter had been taken out of his hands, that we would have 
to contact Mr. Byron Price, the Deputy Administrator, Assistant 
Administrator of Bonneville Power Administration. 

We then contacted Mr. Price, who in essence told us that it appeared 
impossible for them, the Bonneville Power Administration, to give us 
this source of power which was necessary. He told us that an item 
such as this could not be put in the budget unless there was complete 
agreement with the private power companies, and in this instance, 
since we were in competition with Pacific Power & Light Co., that that 
company would have to agree to this item being entered in this budget. 

We then were turned over to Mr. Callard, who reiterated for all 
general purposes the same thing. We then went home, and in spite of 
this discouragement from Bonneville Power Administration, prepared 
two statements and submitted them tothe Rural Electrification Admin- 
istration for approval as rate schedules. 

One called for the normal amount of industrial substation equip- 
ment that we would furnish, the other called for the amount of equip- 
ment that we would furnish, plus what Bonneville would normally 
furnish. 

On December 7 we received approval from Rural Electrification 
Administration of these plans that we had submitted, and so advised 
the Keller Co., who advised us that they would make a decision the 
next day, and on the 8th of December in the late afternoon, Mr. 
Richard Keller called us and advised us that we did not get the 
business. 

We asked him how our rate compared with the rate submitted by 
Pacific Power & Light Co. He stated that the Pacific Power & Light 
rates were slightly higher. We asked him to confirm the rejection of 
our proposal by letter. 

On December 15, 1954, we received the following: 

We wish to extend our sincere appreciation for you proposal on serving the 
Western Kraft paper mill with power. However, we regret to advise the con- 
tract has been placed with another firm. 

Signed Richard B. Keller. 

Mr. Cuuporr. Mr. Little, I take it that is all of your preliminary 
statement / 

Mr. Lirrix. Yes, sir. 

Mr. Crruporr. Do you have any questions, Mr. Knox? 

Mr. Knox. It is rather difficult for one to have any particular 
knowledge of the situation that you have at hand, Mr. Little. 

This morning we had the statement placed before us. We had 
witnesses on the stand continuously. I have had no opportunity to 
digest the statement which you have offered here for the record. I 
have not been informed as to whom you represent. 

Mr. Lrrrix. I stated it in the record, sir. 

Mr. Knox. Whom do you represent ? 

Mr. Lirrie. I work for the Benton-Lincoln Cooperative. I am 
here because of this subpena. 

Mr. Knox. Why were you reluctant to come at the invitation of 
the committee, Mr. Little / 

Mr. Lrrrie. Mr. Knox, I work for this cooperative, which is a big 
corporation. We do a lot of business. We deal with two important 
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Government agencies, and I learned long ago that if I was going to 
deal successfully with Government agencies, that I did not go about 
embarrassing those Government agencies. 

Mr. Kxox. Mr. Little, has your association with the Government 
agencies, as far as business transactions are concer ned, been favorable? 

Mr. Lirrte. Up until this incident here; yes, sir. 

Mr. Knox. From what you have stated in your preliminary state- 
ment, I would gather you were requested to serve a paper mill; was it / 

Mr. Lrrrie. Yes, sir. 

Mr. Knox. With 4,000 kilowatts. And you made an application 
to the REA for a loan, was it, for the extension of your lines, or what 
was it? 

Mr. Lrrrie. We made the application to REA for approval of a 
rate to serve this load. There was no question of finance. 

Mr. Knox. No question of finance ? 

Mr. Lrrrie. No, sir. 

Mr. Knox. Well, what happened to your request of the REA for 
the rate? 

Mr. Lirrite. They approved the rate. 

Mr. Knox. They approved the rate? 

Mr. Lirrtr. Yes, sir. 

Mr. Knox. Then what complaint has your co-op, that the REA 
had approved the rate ? 

Mr. Lrrrie. We are not complaining about REA. 

Mr. Knox. Oh, you are not. 

Mr. Lirrrie. No, sir. 

Mr. Knox. Then I gather from the information that you have 
stated to me, that the REA has cooperated with your co-op in every 
way possible, so that you are able to function in a manner which is 
in the best interests of your patrons? 

Mr. Lirrir. Yes, sir. 

Mr. Knox. I don’t believe I have anything further. I thought 
you had a complaint. Therefore, Mr. Chairman, I shall pass for the 
time being. 

Mr. Cuuporr. Mr. Jonas? 

Mr. a Mr. Little, I may not understand it, either, but correct 
me if I don’t. As I understand, you applied to the REA for a 
power rate. You weren't going to buy power from REA; were you? 
You were going to buy it from Bonneville; weren’t you? 

Mr. Lirrur. I will explain, sir, if you will allow me. Under the 
terms of our loan contract, and in order to insure the loan, the Rural 
Electrification Administration, I think by policy probably, reserves 
the right- 

Mr. Jenks As. Has a voice in the determination of what you can pay 
for power. 

Mr. Lrrrie. Approves our retail rate. 

Mr. Jonas. What you can sell power for, I see. 

Mr. Lirrir. That's right, in order to insure that there will be 
ample return on the loan. 

Mr. Jonas. So you applied to REA to give you a rate that you 
could quote to this commercial enterprise that wanted to locate within 
your service area? 


Mr. Lrrrie. That’s right, we prepared the rate, submitted it to 
REA with minor changes. 
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Mr. Jonas. Thereafter you applied to Bonneville for the power to 
meet this extra requirement. 

Mr. Lirrie. That’s correct. 

Mr. Jonas. And Bonneville estimated that it would cost them 
$207,800 to build the facilities to make this power available to you. 

Mr. Lirite. That's correct. 

Mr. Jonas. And told you in effect that they didn’t feel that they 
should ask for an appropriation of money from the t: ixpayers in that 
amount to give you power to furnish to a commerce ial enterprise. 

Mr. Lrrrie. That's correct. 

Mr. Jonas. In competition with other power that was available; 
is that right / 

Mr. Lirrie. That is what it boiled down to; yes, sir. 

Mr. Jonas. So what you were seeking to do was to—of course, you 
contended that it wouldn’t cost that $207,000. 

Mr. Lirrie. That’s correct. 

Mr. Jonas. You felt that it wouldn't cost that much, but never- 
theless your estimate was that it would cost $62,500. Ts that the total 
that you thought it would cost ? 

Mr. Lirrir. | will have to check, sir. 

Mr. Jonas. It is on that first exhibit. That is what I am reading 
from, following page 5, $62,560. 

Mr. Lirrir. That is the General Electric’s proposal that they sub- 
mitted to Bonneville. They gave us a copy of the proposal, and that 
was for the transformer alone and did not include installation costs. 

Mr. Jonas. The $207,800 estimate of Bonneville included a 
turnkey job. 

Mr. Lirrie. That's correct. 

Mr. Jonas. You were in competition with Idaho Power Co. for the 
location of this new plant. It was to be a new plant, wasn’t it? 

Mr. Lirrir. Pacifie Power & Light Co.: yes, sir. 

Mr. Jonas. Well, some private utility. 

Mr. Lrrrir. Yes, sir. 

Mr. Jonas. You were trying to get them to locate in your area, and 
the private utility was trying to get them to locate in its area. 

Mr. Lrrrie. The area is the same area. 

Mr. Jonas. You were tr AY ing to get them to become one of your cus- 
tomers, and the private utility was trying to get them to take power 
from them ? 

Mr. Lirrir. That’s correct. 

Mr. Jonas. In order for you to get them as a customer and get the 
business you had to convince Bonneville Power Administration that 
it would be wise to expend this $207,800 in a capital investment in 
order to make the power available to you? 

Mr. Lrrrir. That is only partially true, sir. We were willing to 
put all of the money up ourselves if Bonneville would even permit us 
to tap the 115,000-volt line. We knew that it wouldn't cost anything 
like the | kind of money that they said it would. 


Mr. Jonas. You wanted to put up the money yourself to build 
the line? 

Mr. Lrrrix. We would have done it; yes, sir. 

Mr. Jonas. Did you make that in a proposal ? ? 

Mr. Lirrix. They knew that we did; yes, sir. 

Mr. Horrman. I didn’t hear the answer. 
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Mr. Jonas. He said they knew it, but I don’t find an offer of that 
sort as an exhibit attached to your statement. 

Mr. Lrrrix. It is contained in the file. 

Mr. Jonas. Where was the cooperative to get the money ? 

Mr. Lirrie. We had our own funds. 

Mr. Jonas. You mean you have a surplus? 

Mr. Lrrrix. Our reserve funds; yes, sir. 

Mr. Jonas. You have to maintain those reserves, though; don’t 
you? Aren’t you required by the REA to do that? 

Mr. Lirrie. REA agreed we could invest those reserve funds until 
such time as we could be reimbursed. 

Mr. Jonas. Was the position that Bonneville was taking that this 
was a commercial operation and that if private power was available 
in the area for the commercial operation, that you ought not to get 
into it, or that Bonneville didn’t owe any obligation to furnish you 
power to supply commercial operators ? 

Mr. Lirrte. We were never quite sure what Bonneville’s position 
Was. 

Mr. Jonas. How many kilowatts were involved ? 

Mr. Lirritx. They indicated to us about 4,000. 

Mr. Jonas. Would that be firm power ? 

Mr. Lrrrie. Yes, sir. 

Mr. Jonas. Continuous power, 4,000. 

Mr. Lirrie. They estimated around 90 percent load factor. 

Mr. Jonas. And all of which was to go for industrial or commercial 
purposes? 

Mr. Lirrie. Yes, sir. 

Mr. Jonas. None of which was to go for lighting of rural houses 
or to provide electricity for home use. 

Mr. Lrrrie. That’s correct. 

Mr. Jonas. But for use in this mill. 

Mr. Lrrriz. That’s correct. 

Mr. Jonas. You are a preference customer, of course. You are; 
aren't you? 

Mr. Lrrrix. Yes, sir. 

Mr. Jonas. You consider yourself a preference customer, but this 
Kraft paper mill could not be considered a preference customer if 
it didn’t get its power through you; could it? 

Mr. Lirrie. No, sir. 

Mr. Jonas. It is what you would say is private industry ? 

Mr. Lrrriz. That’s correct. 

Mr. Jonas. The net effect, then, of what Bonneville was saying was 
that they didn’t feel any obligation to furnish you power to help you 
compete with private industry, for the power supplied to a commercial 
operation ? 

Mr. Lirrie. It appeared that way to us; yes. 

Mr. Jonas. That 1s all the questions. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. What is your complaint? What complaint, if any, 
did you ever make to the committee or its staff ? 

Mr. Lirrie. I didn’t make any complaint to the staff. 

Mr. Horrman. Or the committee. 

Mr. Larrix. No, sir. 
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Mr. Horrman. Have you got any today? Are you making any 
complaint against anyone today, and if so, what is it? 

Mr. Lirtre. I have written a narrative here which reflects to the 
best of my knowledge and belief the contents of a file which is in our 
office. 

Mr. Horrman. But I haven’t knowledge enough and of course I 
haven’t had any opportunity to question others who might know some 
of the facts, so I am just asking you the very simple question: What 
complaint do you have to register against either the Department of 
the Interior or any of its employees or officials? Just give me your 
conclusion from what your statement contains. 

Mr. Lirrie. This statement contains a complaint. 

Mr. Horrman. And what is it, briefly, without asking me to read 
the statement and understand it, because I have no opportunity to 
check it and I know nothing about it; just put it in as few and simple 
words as you can. ; 

Mr. Larrie. The Bonneville Power Administration, we have a re- 
quirements contract with the Bonneville Power Administration, and 
my personal opinion, nobody else’s, is that this file indicates a breach 
of that contract. 

Mr. Horrman. In what particular respect? 

Mr. Lrrrie. In that they, through passive resistance, through fail- 
ure to act, failed to meet the requirements of that contract. 

Mr. Horrman. In what respect ? 

Mr. Lirrie. In not furnishing us a source of power or in attempting 
to assist us in some way or other to acquire a source of power. 

Mr. Horrman. That is, that they failed to sell to you when you 
were entitled to purchase, and that they failed to assist you in getting 
it from some other source. 

Mr. Lirrie. Not from any other source, from their source, from 
their own transmission system. 

Mr. Horrman. It boils down to one complaint then, that they 
wouldn’t sell or furnish you sufficient power. 

Mr. Lirris. They had the power, they wouldn’t furnish us with the 
necessary contact to their transmission line. 

Mr. Horrman. You mean a hook-up. 

Mr. Lirtiz. That’s right. 

Mr. Horrman. That’s all. 

Mr. Cuuporr. Mr. Austin, do you have any questions to ask the 
witness? Maybe we can get some of this stuff clarified. I can’t 
understand his complaint myself. Of course, I haven’t had a chance 
to study this statement. 

Mr. Austin. Let me just ask a couple of questions here that might 
clarify some of the issues. 

Mr. Little, your last paragraph here states that you received word 
that the business had gone to someone else and I believe you testified 
a moment ago in answer to a question that that went to the Pacific 
Power & Light Co., am I correct in that? 

Mr. Lirrte. Yes, sir. 

Mr. Austin. Do you know whether they bought the electricity 
from Pacific Power & Light at a higher or lower rate than your bid? 
Mr. Lirttie. They stated in their letter 
Mr. Austin. Which is in the record, is it ? 
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Mr. Lirrtx. No, not in their letter. They stated to me in telephone 
conversation that their rate was slightly higher, they paid shghtly 
more than they would have had to pay to us. 

Mr. Austin. In other words, yours was the low bid, but the other 
fellow got the ‘business / 

Mr. Lirrie. That’s correct. 

Mr. Austin. Did they give you any explanation at all as to why 
the business went to the higher bid ? 

Mr. Lirtte. No, sir. 

Mr. Austin. Do you have your own ideas as to why? 

Mr. Larrie. Yes, sir. 

Mr. Austin. Will you give us those / 

Mr. Lirrir. It went to them because we could not guarantee that 
Bonneville would give us a source of power, and these people knew, 
as I have stated in here, they knew that we would have to probably 
resort to the courts, seek relief in the courts in order to get the power 
necessary to serve this industry. 

Mr. Austrx. And they wanted power and they wanted it now, 
without any possibilities of interruption ? 

Mr. Lirrte. That’s correct. 

Mr. Austin. Where does the Pacific Power & Light Co. get its 
power in that area / 

Mr. Lirriz. They have no generation. To serve this plant, they 
will have to use the Bonneville grid. 

Mr. Austin. Use the grid. Will they use Bonneville power, or 
merely use the transportation grid of Bonneville? 

Mr: Lrrrie. I don’t know whose power they will use. 

Mr. Austin. Does Pacific Power & Light buy Bonneville power? 

Mr. Lirrie. I understand that they do. 

Mr. Austin. In any event, it will be served off of Bonneville’s 
facilities, transmission facilities. 

Mr. Lirrie. Yes, sir; they will have to use Bonneville’s grid to 
deliver the power. 

Mr. Austin. So that in effect by Bonneville’s refusing to give you 
a firm commitment to take their line, that you could tap their line 
and get this power , they have put the business necessarily in the hands 
of the Pacific Power & Light Co., is that your contention? 

Mr. Lirrie. That is the ultimate result; yes. 

Mr. Austin. I believe that is all. 

Mr. Moss. Let me understand this. It is your feeling that the 
delay on the part of Bonneville in giving you either a firm commit- 
ment or a firm refusal forced the loss of this customer. 

Mr. Lirrie. I think that is true. 

Mr. Moss. Now you, as I understand it, had secured from REA 
approval of the use of some of your reserve funds to construct your 
own connection with Bonneville, and the only thing at that point 

Sonneville had to do was to permit you to tap their line? 

Mr. Lirriz. That’s correct. 

Mr. Moss. Who serves most of the customers in the area, or where 
does the Pacific Light Service area lie in relation to the plant site, 
and where does your service area lie? 

Mr. Larrizr. The Willamette Valley, for the information of those 
who are not acquainted, is a valley that is 125 miles long, from Eugene 
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to Portland, Oreg. It averages about 20 miles wide for that) 125 
miles. 

We serve in the whole area, we serve in the rural area, in that whole 
central Willamette Valley from the Cascade Mountains to the coast, 
some 1,500 miles of distribution and transmission line. 

We, in many, many cases, have had to build through the power 
company areas in order to get to isolated customers, that the power 
company would not serve. Only last year we built three miles through 
the power company’s territory to get up into a canyon to serve some 
25 people that we had tried for three years to get the power company 
to build to and serve. 

So our systems are so intermingled that no one has title to any 
particular area. We are in direct competition with this company 
throughout that whole area. 

Mr. Moss. Would Pacific Power & Light Co. have to provide the 
same facilities and tie into Bonneville lines in order to service this 
customer ¢ 

Mr. Lirrin. No. They were able to tap their own 69,000-volt line 
that feeds from a Bonneville substation at Albany, Oreg. 

Mr. Moss. But their source of supply, then, is through connection 
with the Bonneville substation. 

Mr. Lirrue. Is through the Bonneville grid. 

Mr. Moss. You say they have no generation facilities. 

Mr. Lirrie. Only minor generation facilities, in the area. 

Mr. Moss. Do you have any generation facilities? 

Mr. Lirrier. No, sir. 

Mr. Moss. What is the nature of the minor facilities that they have? 

Mr. Lirrte. This is a part of what was formerly the old Mountain 
States holdings, and I believe on all of the Mountain States holdings 
that they had only 10,000 kilowatts of generation in the old Mountain 
States system. I believe they have only about 3,000 of generation 
in that particular area. 

Mr. Boss. Is that steam or hydro? 

Mr. Lrrrie. It is hydro. What they buy from sawmills in various 
places. 

Mr. Moss. Not necessarily owned by them, but power to which they 
have right by contract? 

Mr. Lrrrie. That’s right. 

Mr. Moss. What would be the advantage to your REA members 
to have this additional 4,000 kilowatt load ? 

Mr. Lirrie. Well, as I just pointed out, it was necessary for us 
to build 3 miles through their territory to get up into a canyon where 
we ae up 1 toa mile. 

Now, the area that we serve is a high-cost area. We spend some 
forty thousand to forty-five thousand dollars a year to keep right-of- 
way cleared. 

The heavy rainfall and the brush, undergrowth is terrific. 

And unless we can pick up some of this rural industry to sweeten 
up this system, we cannot go up these canyons and serve these people 
that are without service. it just isn’t economically possible. 


Mr. Moss. Then the benefit is that it strengthens yous system and 
enables you to give more service to the isolated area served by your 
system. 

Mr. Lrrriz. That’s correct. 
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25 Mr. Moss. And the complaint here then is directly against Bonne- 
ville’s handling of this request ? 
le Mr. Larriz. That’s correct. 
t, Mr. Moss. I think that these are all of the questions I have, Mr. 
Chairman. 
er Mr. Cuvporr. I just want to clear up something in my mind. As 
er I understand it, you had an opportunity to get a contract with a com- 
th i pany for power that operates a certain industry in your area, is that 
ne > right? 
Ly 4 “Mr. Lirrite. That’s correct. 
j Mr. Cuvuporr. And they asked you to bid for the cost of supplying 
Ly ‘ power. You went to REA and they gave you the right to put the 
Ly ® transmission lines up, but you didn’t have any power to go through 
those lines, so you went to Bonneville and asked for power. 
he Is there something in this statement—I glanced through it—where 
‘1s you say that the Bonneville people sent you to Pacific Power & Light 
Co. to get that power? 
ne Mr. Lrrriz. No. The statement I made is, see, Bonneville’s budget 
is prepared every year, and this is nothing new, that the Bonneville 
om people attempt to get all of their customers to agree on this budget. 
However, in former years if they didn’t agree, and Bonneville 
studies indicated that the thing was feasible, they would put the item 
| in the budget, and then it was our responsibility to convince the Cor 
| gress that the facilities should be built, which we did time and agai 
; And as another witness testified here today, many times we — 
§ been able to obtain those facilities in the Congress against the oppo 
2 sition of the power companies, to have the power companies then 1m- 


mediately tie on. One such instance is in Lebanon, at the time they 
opposed that facility, and today they are taking no less than 10,000 
kilowatts, and the Government provided for 20,000. They are taking 
it out of there today. 

Mr. Cuuporr. Let me ask you this. All through these hearings all 
of the REA’s and the co-ops have contracts, I hear them talk about 
1s their increased load demand. 

It appears when you set up your systems, you know that the source 
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ay } of power and the present amount of power that you are going to receive 
is not going to be enough to take care of next year or the year after, 
or maybe 10 years in the. future, so you try to proje 2 your load = mand 
rs » about 10 years in the future in order to work out a system whereby 
you can get a little more power each year from the supplier. 
18 Now, is there anything in your contract with Bonneville that takes 
re » into consideration your increase in load demand and requires that they 
| supply you a little more power each year for the period of your cou- 
- ; tract with Bonneville? eae . 
f- : Mr. Lirriz. Our contract with Bonneville is what is termed a re- 
» quirements contract, and the term is 20 years. And they agree in that 
} contract to furnish our requirements for the term of the contract. 
- Mr. Cuuporr. Regardless of how much it might be? 
nm Mr. Lirrix. That’s right. 
Mr. Cnuporr. Did they refuse to give it to you? 
d Mr. Lartte. That i is it, you never get a refusal. 
a Mr. Cuuporr. There was no question of them having to study the 


problem. You had a contract with Bonneville which said they had to 
supply all the power that you required for 20 years from the date of 
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the contract, so all you had to do was write them a letter or call them 
on the telephone or however you do it, and say, “We require more 
power,” and they, under their contract, should have given it to you; 
is that correct ? 

Mr. Lirriz. But they don’t operate that way. 

Mr. Cxuuporr. How do they operate? That is what I want to find 
out. 

Mr. Lrrrix. They operate the way this statement has stated. 

Mr. Cuuporr. Well, you tell me, because I can’t understand it from 
the statement. 

Mr. Lirrie. Well, they refuse to put this item, or to consider this 
item in their budget unless the Pacific Power & Light Co., whom we 
were competing with, would agree to the item going in their budget. 

Mr. Cuvuporr. In other words, you say that the Pacific Power & 
Light Co.—is that the name of the company ? 

Mr. Lirrie. Yes, sir. 

Mr. Cuuporr. They tell Bonneville what to put in their budget 
and what not to put in their budget ? 

Mr. Lirrie. If the item concerns us, where we are in competition 
with them, apparently. 

Mr. Cuvuporr. In other words, if you ask for more power and Pacific 
Power & Light feels that they can serve the person requesting bids, 
they go to Bonneville and say, “Don’t you dare give Mr. Little’s com- 
pany any power, they are in competition with us, and we want the 
power,” so they have first preference on it. Is that the way it oper- 
ates ? 

Mr. Lirrir. I don’t know that Bonneville does that. 

Mr. Cuuporr. Where does Pacific Power & Light get its power? 
Do they have steam plants? 

Mr. Lirrie. They generate some and buy some from Bonneville 
and some from other companies. 

Mr. Cuvuporr. Are you a preference customer ? 

Mr. Lirrix. Yes, sir. 

Mr. Cuuporr. And the Flood Control Act naturally would give 
you first call on the power. 

Pardon me, the Bonneville Act, which has the preference clause. 

Mr. Lrrrie. Yes, sir. 

Mr. Cuuporr. So it is your contention, and you want the subcom- 
mittee to know and believe, that they are ignoring you as a preference 
customer and supplying Pacific Power & Light with power that they 
sell to people in your particular area as a competitor of the power 
company ? 

Mr. Lirrie. I am trying to transmit to you what is in our files. 

Mr. Cuuporr. So that is your complaint. 

Mr. Lirrie. I am trying to transmit to you what is in our files. 

Mr. Moss. Will you yield at that point ? 

Mr. Cuuporr. Yes, Mr. Moss. 

Mr. Moss. As I understand it, the whole point was not the refusal 
of the budget item; that was conditioned on whether or not it would 
be vetoed by Pacific Power & Light. But finally you notified Bonne- 
ville that you would construct the necessary transformer or substation 
if they would merely give you the opportunity of connecting to their 
lines for additional load; is that right? 

Mr. Lirrie. That’s correct. 
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Mr. Jonas. Mr. Chairman, would you yield to me before you start 
again, because I have got to leave in 7 minutes ? 

Mr. Cueuporr. | will be glad to yield to you. Go right ahead and 
take the next 7 minutes. 

Mr. Jonas. I won’t take all that. 

When you got back around to me 

Mr. Cuvpvorr. I think we are probably getting to the problem. 

Mr. Jonas. Let me understand this, Mr. Little. You are not oper- 
ating a power company. You are manager of a cooperative ? 

Mr. Lirrie. That’s correct. 

Mr. Jonas. That is a number of individuals going together in a 
tax-free, cooperative, nonprofit organization for the proc urement and 
supply of power to the members ? 

Mr. Lirrir. Your statement is correct, except for one point. 

Mr. Jonas. What did I leave out ? 

Mr. Lirrite. We are not tax free. 

Mr. Jonas. You don’t pay any income tax to the State government 
or to the Federal Government. 

Mr. Lirrne. Oh, yes; we pay income tax to the State government. 

Mr. Jonas. You don’t pay any to the Federal Government. 

Mr. Lirrtr. No, sir. 

Mr. Jonas. You mean you pay an income tax in Oregon? 

Mr. Lirrite. A gross income tax to the State of Oregon; yes, sir. 

Mr. Jonas. You mean the State of Oregon taxes cooperatives / 

Mr. Lirrur. Yes, sir. 

Mr. Jonas. Well, we don't tax them in my State. 

Mr. Lirrtr. They are lucky. 

Mr. Jonas. I am surprised to hear that they do in Oregon; but you 
don’t pay Federal income tax ? 

Mr. Lirrtx. No,sir. I don’t recall what the act is. 

Mr. Jonas. Do you pay local taxes ? 

Mr. Lirrie. On real property ; yes, sir. 

Mr. Jonas. It is not the same sort of tax that a private utility would 
pay on its income? 

Mr. Lirrie. No. 

Mr. Jonas. Now, the reason you are given these tax preferences by 
the Federal Government is because you are supposed to be operating 
on a nonprofit basis. 

Mr. Lirriz. That’s correct. 

Mr. Jonas. And for th® mutual advantage and benefit of your 
members. 

Mr. Lirrix. That’s correct. 

Mr. JONAS. Now, you are seeking to go into competition with a 
private utility company which is subjec ted to all of the taxes that any 
other private utility in the country is subjected to. 

Mr. Lirrir. That’s correct. 

Mr. Jonas. And you are seeking to get a customer, not a farm cus- 
tomer or amember customer, but a commercial customer. 

Mr. Lirrix. He becomes a member. 

Mr. Jonas. Well, he joins the association; is that what he does? 

Mr. Lirrie. Yes, ‘sir. 

Mr. Jonas. Do you have many commercial customers or members ? 

Mr. Lirrir. Yes, sir. 
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Mr. Jonas. There is no distinction. Any industrial concern or 
commercial concern that wants to buy power from you can become 
a member of your association and buy power ? 

Mr. Lirrie. Yes, sir. 

Mr. Jonas. Well, if we extend that all over the United States, there 
isn’t any doubt about the fact it will put the private power industry 
out of business, won't it, because you don’t pay any taxes, and you 
can certainly sell power cheaper if you get your capital investment 
from the taxpayers ? 

Mr. Lirrie. The cooperatives, I believe, have made very little 
inroads in the last 20 years. 

Mr. Jonas. I am not talking about how much inroads they have 
made. I am talking about if you carry what you are trying to do in 
this instance to its logical conclusion and extend it all over the country, 
you will put all the private power suppliers out of business; won’t you? 

Mr. Lirrie. No; I don’t think so. 

Mr. Jonas. Do you think it is in the best interests of the country at 
large for an instrumentality of the Government to make this power 
available to you to serve to a commercial establishment in competition 
with private business that pays back taxes on its earnings ? 

Mr. Lirrie. Yes, and I will tell you why, if you will permit me. 

Mr. Jonas. Yes, sir. 

Mr. Lirrie. We are serving industry right now that is 65 miles 
from any commercial power company. Now, would you have us cut 
that industry off ? 

Mr. Jonas. No, but the one you wanted to serve was just as close to 
the private utility as it was to you. 

Mr. Lirrix. Yes, that’s right. 

Mr. Jonas. I am just trying to get your thinking as to whether you 
think you ought to be permitted to extend your lines to compete with 
private industry for commercial companies and for commercial and 
industrial businesses. 

Mr. Lrrrur. Yes, because they compete with us, take our customers. 

Mr. Jonas. They can’t take you. customers unless they sell power 
cheaper than you can sell it to them, do they ? 

Mr. Horrman. Or render better service. 

Mr. Jonas. Or render better service. How can they get any cus- 
tomers away from you? 

Mr. Lirrie. Because not all people like cooperatives, the same as all 
people don’t like private power companies. 

Mr. Jonas. If it is going to cost them a lot of money or they are 
going to get less effective service, not too many people would permit 
the dislike of cooperatives to prevent them from buying power from 
you, would they ? 

Mr. Lirrie. I don’t know. It is done. 

Mr. Jonas. Have you had that experience ? 

Mr. Lirrix. It is done; yes. 

Mr. Jonas. Have you had that experience? 

Mr. Lirrir. Yes. 

The law prohibits us to take their customers that are being served. 

Mr. Jonas. As a matter of fact, the REA law prohibits you from 
taking anybody as a customer who has central station service, 
doesn't it ? 

Mr. Lrrrie. That’s correct. 
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Mr. Jonas. And it also prevents you from having customers 1n 
communities over 1,500 population ? 

Mr. Lirrie. Why do:you reckon th ; : 

Mr. Jonas. Why do you reckon those things were put into the REA 
Act, under which you operate 

Mr. Lirrre. | have no idea. 

Mr. Jonas. Wasn't it because the people, when they wrote the REA 
Act in Congress, never intended for you to go into the commercial 
power business, in competition with private industry for industrial 
loads / 

Mr. Lirrie. Sir, may I ask a question / 

Mr. Jonas. I would like for you to answer that, if you have an 
opinion on that, and then you may ask me a question if you want to. 

Mr. Larrie. Yes, I think that’s right. 

Mr. Jonas. The idea about REA was that a group of people living 
out in the country who didn’t have power available to them would 
go in together, form an association for their mutual benefit 

Mr. Lirrie. That’s right. 

Mr. Jonas. Form a cooperative? 

Mr. Lirrie. That’s right. 

Mr. Jonas. And supply themselves with power, and to make it 

easier for them to do that, they weren’t going to be taxed. They were 
not going to operate as private industry operates; isn’t that true? 

Mr. Lirrie. Sir, I will cite you another instance. A private com- 
pany received an application from a plywood plant in an area in 
which we were both existing. The power company wrote and told that 
industry—and that was to be a million-dollar industry—that they 
couldn’t serve them except at night. They came to us, and we served 
them. We have a copy of that letter that the power company wrote 
to this company, in our file today. 

Mr. Cruporr. Is that one of the letters with which you will supplw 
us ¢ 

Mr. Lrrrie. I will, if you would like it. 

Mr. Cuvporr. You send us a photostatic copy of that letter. 

(The letter referred to follows:) 

MouUNTAIN STATES Power Co., 
Albany, Oreg., March 16, 1948. 
WrSTERN VENEER CoO., 
Sweet Home Oreg. 

({ENTLEMEN: We note that on February 3, 1948, Mr. Allen Jones of your com- 
puny directed a letter to Mr. Sims at this company’s Lebanon office stating a 
desire to procure electric power in the amount of 625 connected horsepower for 
a mill within the Lebanon area to start operation approximately during the 
month of August 1948. This letter which I refer to states an appended note 
that the horsepower connected is 780 horsepower and that Griggs Station is the 
appropriate location. I am not certain that Mr. Jones made this appended note 
is it nay have been added after the letter was written. 

We are informed that Mr. Sims and Mr. Jones have been discussing the matter 
of this application on two occasions and that the likely requirements at all opera- 
tions be confined to night hours is understood, as this requirement remains a 
necessity until a greater clarification obtains in the power supply in this part 
of the valley, and until line and transformer facilities not now obtainable are 
again possible. 

Our engineers have checked the likely voltage drop for a load of 780 connected 
horsepower at reasonably high power factor and it appears that during the 
night hours the load can be appropriately handled without too great difficult ¥. 
It would be well on making the installation to provide static capacitors sufficiently 
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to maintain a power factor of 90 percent or better, as this would be a much 
more beneficial condition to your operations and maintain a much better grade 
of service. 

We will welcome the opportunity of supplying your needs at or near Griggs 
Station, on the basis of the above statement and we would wish that so quickly 
as you definitely determine your plans, that you keep Mr. Sims at Lebanon ad- 
vised in order that we can schedule materials, transformers and work so that 
your starting operations will not be delayed. 

Very truly yours, 
R. C. Srre, 
Manager, Willamette Division. 

Mr. Lirrie. Mr. Jonas, in that case, would you say, “No, we will 
not serve you”? 

Mr. Jonas. I don’t know. We don’t have that case up. We have 
the case up in which the commercial company that you were trying to 
get, apparently was satisfied to go on and get its power from the pri- 
vate company, because they made a contract. 

Now, in addition to the things I have mentioned heretofore, do you 
think it is right for the Government to tax the people all over the 
United States, including private industry with which you are in 
competition, to raise the money to lend to you at a low rate of interest 
to put you into the business of furnishing power to your members, 
and then encourage you to go out and extend your operations to the 
point where you come in competition with private enterprise ? 

Mr. Lirrie. We don’t think competition hurts anybody. 

Mr. Jonas. It doesn’t hurt anybody. You can sell power cheaper 
than they can if you don’t have the cost of money that they have, 
can’t you? ‘ 

Mr. Lirrrx. Not in all cases. 

Mr. Jonas. You mean, you don’t undersell them in all cases? 

Mr. Lirrie. Their power costs are less than ours. 

Mr. Jonas. One other question I wanted to ask. 

You are a preference customer, your cooperative ? 

Mr. Lirrie. Yes, sir. 

Mr. Jonas. But you are asking Bonneville to give you a firm com- 
mitment, and that is the only kind of contract you could have gotten 
from the company. They wouldn’t have bought interim power from 
you. They have to have a firm, uninterrupted source of power ? 

Mr. Lrrrte. That’s right. 

Mr. Jonas. Workdays throughout the year, 365 days a year, if they 
need it ? 

Mr. Lrrriz. That’s correct. 

Mr. Jonas. So you were asking Bonneville to make an extra com- 
mitment to you of 4,000 kilowatts over a long period of time. How 
long did they want a contract for? 

Mr. Lirriz. The company agreed to enter into a contract with us 
for 15 years. 

Mr. Jonas. Over a period of 15 years, which would have irrevoca- 
bly committed Bonneville to give you 4,000 kilowatts to furnish to a 
nonpreference customer; is that right? 

Mr. Lirrie. If we served him, then we would become a preference 
customer. 

Mr. Jonas. He isn’t a preference customer, except he joins your 
association ¢ 

Mr. Lirtie. That’s correct. 
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Mr. Jonas. He is not the kind of preference customer mentioned in 
the Bonneville Act? 

Mr. Lirrie. Neither is any of the rest of the industry we are serving. 

Mr. Jonas. That’s right, but you are? 

Mr. Lrrrze. That’s correct. 

Mr. Jonas. I won’t ask any more questions. 

Mr. Cuvuporr. I think at this time we will take a 5-minute recess. 

(Short recess. ) 

Mr. Cuuporr. I have no further questions myself. 

Do you have any questions, Mr. Hoffman ? 

Mr. Horrman. No, I haven’t. The only one I would ask: 

You wouldn’t change the answers to the questions I asked at all, 
would you? 

Mr. Lirrie. No, sir. 

Mr. Horrman. I haven’t any more. 

Mr. Austin. This, perhaps, is covering ground that you have al- 
ready covered, but I wanted to clear up this: 

This contract went to Pacific Power & Light Co. to furnish that 
power. Do they add any real service other “than taking electricity 
from the Bonneville system to this plant, which you would have done? 
They add anything to the electr icity, any value ‘to it? 

Mr. Lrrrie. No, they don’t contribute any generation. 

Mr. Austin. They simply take Bonneville power from the Bonne- 
ville system and take it a few miles and put it into this plant, which 
you would have done; am I right about that? 

Mr. Lirrix. That’s correct. 

Mr. Austin. And by so doing, they sell it at a higher rate than you 
would have sold it to this company ? 

Mr. Lrrrtx. That’s correct. 

Mr. Austin. Do they pay as much for the power from Bonneville 
as you would have paid for it at Bonneville ? 

Mr. Lirrie. I understand they buy dump at two mills. We pay 
three and a half. 

Mr. Austin. So they actually are buying the power at a lower cost 
than you are from Bonneville, and they are selling it to this industry 
at a higher rate 

Mr. Lirrie. That’s correct. 

Mr. Austin (continuing). Then you would have sold it. In effect, 
they are standing at a gate and levying toll on the power cost? 

Mr. Lirrix. That is a pretty broad statement. 

Mr. Austrn. You need not answer it if you don’t wish. 

Mr. Lirrie. That appears to be so. 

Mr. Austin. If you were refused the right to serve any of the in- 
dustries in your area, would your rates to your farm and ranch people 
be the same as they are now? 

Mr. Lrrriz. Probably be double. 

Mr. AustINn. Probably be double? 

Mr. Lirrie. Yes, sir. 

Mr. Avustrn. In other words, your service to these industries along 
the way makes it possible to bring relatively low-cost power to your 
rural people? 

Mr. Lrrriz. That’s correct. 
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Mr. Austin. Is it true that the more usage you get out of these lines, 
the more industries you serve, the lower the cost can be, not only to the 
industry but the farm people of your area ? 

Mr. Lrrrix. That’s correct. 

Mr. Austin. If you were refused the right to serve any of these 
industries in your area and they are out quite a ways and they are to 
get central station power, would it mean the power companies, if they 
were to be served at all, would have to build duplicate facilities out 
in the area 

Mr. Lirrie. That’s correct. 

Mr. Austin (continuing). Which would be a double, or maybe more 
than doubling of the capital investment unnecessarily; am I right 
about that? 

Mr. Lirrie. That’s correct. 

Mr. Cuuporr. Mr. Knox? 

Mr. Horrman. The questions that have been asked here force me 
to go back to cover the situation again, to avoid any confusion as to 
the questions asked by Mr. Jonas. 

It is my understanding that it is your contention that good policy 
requires that the Government provide the funds to generate the power, 
and furnish the funds to build construction lines to furnish consumers 
with electricity, which they may need, that is, both industrial and rural 
users. That is right; isn’t it? 

Mr. Livre. Yes, sir. 

Mr. Horrman. And is there, in your mind, any limit to that 
program ¢ 

Mr. Lrrriz. The competition is the limiting factor. 

Mr. Horrman. Yes. But do you think the Government should 
continue to follow that program indefinitely and throughout the 
country / 

Mr. Lirriz. Yes, sir. 

Mr. Horrman. Then, the net result would be to put the private 
companies out of business; wouldn’t it ? 

Mr. Lirrie. No, sir. 

Mr. Horrman. If successful, if you sell them, the private company 
can’t sell them; can it? 

Mr. Lirrie. Because they can meet the competition. ‘They always 
have. 

Mr. Horrman. Maybe they have. Maybe that is due to superior 
management or ability or something, but they would always be handi- 
capped by the fact that where they had competition in a municipality, 
that municipality paid no municipal, county, State, or Federal taxes 
on income. 

Mr. Lirrie. Will you repeat your question, sir? 

(Question read by reporter. ) 

Mr. Lirrie. Sir, | am not qualified to speak on municipalities. 

Mr. Horrman. Well, assuming that the municipalities did not pay 
a tax, a city tax or a school tax or a county tax, a Federal tax, and 
the private company did pay those taxes, all of them, including an 
income tax, which a municipality does not pay—Federal income tax— 
do you think that the private company could compete ? 

Mr. Lirrie. Sir, | never operated a municipality. I have no first- 
hand information. I am not qualified to speak on municipalities. 
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Mr. Horrman. Let’s get it down a little closer. Suppose I am a 
co-op and the Government sets me up in business and the Govern- 
ment furnishes me with power, and the stenographer here is an indus- 
trial, and we will give him a dual person: ality, an individual consumer 
and customer, and you are a private company. 

You have to pay all of these taxes, don’t you, assuming that you do, 
and I don’t. Can you compete successfully, do you think, with me? 
Mr. Lrrrie. Yes. 

Mr. Horrman. How? 

Mr. Lirrie. Because the private companies serve all of the concen- 
‘ated areas. We don’t serve an incorporated town. 

Mr. Horrman. But you are limited by the act itself, the population 
limitation ; except for that, you could; couldn’t you? 

Mr. Lrrrix. No, sir. You compare the investment per connected 
consumer on these cooperatives with that of a private power company, 
and you will understand why. 

Mr. Horrman. Well, you compare them for me so I will under- 
stand. You see, all I know about it, I buy power as an individual—— 

Mr. Lirrie. Yes, sir. 

Mr. Horrman (continuing). Of two co- ops. I buy of a municipal 
plant and I buy of the Consumers Power Co., which is a subsidiary of 
the Commonwealth & Southern. Now, our rates are practically all 
the same, so you explain it to me. All I know is what I get in my 
bills. 

Mr. Lirrie. Sir, you heard testimony here today to the effect that 
in Harney County, if they build that cooperative, they will have a 
minimum of $3,000 per connected consumer, and I venture to say 
that the private power companies in the Northwest have less than 
$400 invested per connected consumer. Now, if that Harney Electric 
Cooperative could pick up some rural industry, it would certainly 
help those people to pay off that $3,000. 

Mr. Horrman. Isn’t it true that, as the Government extends its 
activities in competition with private enterprise, it dries up its only 
source of revenue, which is taxation / 

Mr. Lirrie. I don’t think so. 

Mr. Horrman. Allright. That’s all. 

Mr. Cuuporr. If there are no further questions, thank you very 
much Mr. Little. 

(The statement referred to is as follows :) 


t 


ry 


STATEMENT OF B. R. Little, MANAGER, BENTON-LINCOLN ELECTRIC COOPERATIVE, 
CORVALLIS, OREG. 


On September 1, 1954, Mr. Richard B. Keller, representative of the Ira C. 
Keller & Co., Ine., called us and advised that his company had preliminary 
plans for establishing a kraft-paper mill at a location approximately 4 miles 
north and east of Albany, Oreg., on United States Highway 99. Mr. Keller 
inquired as to whether or not we would be interested in making electric service 
available to this plant and, if so, at what voltages, and the kind of switchgear 
and protective equipment would be furnished. At that time, we made an 
appointment for the following day with Mr. Keller and asked him for per- 
mission to furnish maps and other pertinent data that would be available on 
such short notice. 

On September 2, we met with Mr. Keller in his office in Portland, Oreg., 
together with Ira C. Keller, president of their company, and Robert Hansberger, 
Vice president. At this meeting, they stated that their plans were in a pre- 
liminary stage and that they were exploring the various electrical supply 
services available to them. They told us, as nearly as they could, what their 
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requirements would be. They were told that we could not make them a definite 
proposal until we knew their exact requirements and until we knew if Bonneville 
Power Administration would make an adequate source of supply available to us. 
Mr. Richard Keller indicated their requirements might be as much as 4,000 
kilowatts and asked about the rate schedule that would apply. He was told that 
we did not have one that was available, but that we would be happy to show 
him all of the factors and calculations that were used in making the applicable 
rate schedule. Mr. Ira Keller mentioned that that was one of the advantages 
of doing business with the cooperative—that is, the fact that they would be a 
member and would share in the business of the cooperative. We left the meet- 
ing with the following understanding: That Mr. Riehard Keller would furnish 
us with their requirements as soon as possible and that we would immediately 
start to determine the method by which we would meet their requirements. 

On September 6, we contacted Bonneville Power Administration’s office by 
telephone and advised them what our power requirements might be. We asked 
them to make a preliminary study of the relative costs on 3 different possi- 
bilities for service to this load—1 of which was to tap the existing 115-kilovolt 
line which is within 21% miles of the proposed millsite. 

On September 9, Mr. Richard Keller met with us at our office in Corvallis, 
Oreg. At that time, Mr. Keller supplied us with additional load-requirement 
information and stated that they had definitely located the mill at the proposed 
site just north of Albany, Oreg. Mr. Keller promised to forward more load- 
requirement data within the next few days. 

On September 17, we met with Mr. Keller in his office in Portland, Oreg. At 
this meeting, we presented our first proposals, one of which called for a source of 
power to be taken from Bonneville’s existing 115-kilovolt line near their site. 
We explained to Mr. Keller that we could not state which general plan of service 
would be followed until we had determined which source of power we could 
get from Bonneville Power Administration. We received the impression that 
our proposal was acceptable to Mr. Keller. 

On September 22, we received a letter from Mr. Richard Keller in which he 
confirmed his inquiry in buying power for what was to become Western Kraft 
Corp. paper mill to be located near Albany, Oreg. In his letter, he also stated 
what appeared at that time to be their connected horsepower load, an estimate 
of their power factor, load factor, and number of days per year expected 
operation. 

On September 27, we met with Mr. Herschel Jones of the Bonneville Power 
Administration and his staff, which included Mr. Thomas Black. Also attending 
this meeting were Mr. Richard Keller, Alan Hunnicutt (engineer for Benton- 
Lincoln Electric) and myself. 

At this meeting, they gave us a copy of the estimate to make power available 
to us. This estimate included their 10-year feasibility study, plan 1 for addi- 
tional facilities at Albany, and plan 2 for new facilities near the site. Our file 
indicates that the comparison figures of plan 1 for $90,000 and plan 2 for $223,500 
of Bonneville expenditure was not realistic or possible. Bonneville personnel 
admitted that it was not possible for them to provide service from the Albany 
substation that would meet the requirements without completely rebuilding 
their whole plant. Therefore, the estimate of plan 1 of Bonneville expenses is 
not acceptable. We knew beyond any question that the estimate of the cost 
of facilities at Albany, if realistic, would exceed the cost of new facilities near 
the site. A review of the cost figures used for plan 2 raised a question of the 
plan to be provided at the new substation. It was suggested that the possibility 
of utilizing a packaged substation be investigated. Bonneville people said 
that such an investigation would be made and that such a plan should lower 
the cost. At this meeting, we submitted in writing the general information 
previously delivered by telephone. (Refer to our letter of September 27, 1954, 
to Herschel Jones, acting power manager of Bonneville Power Administration. 
Portland, Oreg.) 

During the first week of October, we prepared an economic study on a new 
point of delivery near the new millsite. We considered two possibilities, both 
of which involved tapping the existing 115-kilovolt line of Bonneville Power 
Administration near the site. 

On October 5, we called Herschel Jones for an appointment to discuss the 
matter further. Mr. Jones advised us at that time that the matter had been 
taken out of his hands and that we would have to discuss it further with Mr. 
Byron Price, Assistant Administrator of the Bonneville Power Administration. 

On October 6, we talked with Mr. Price by telephone at 8:15 a. m. and made an 
appointment for 10:30 a. m. in Portland, Oreg. We then called Richard Keller, 
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of the Ira C. Keller Co., and asked him to meet us at Mr. Price's office at 10: 30. 

At 10:30 a. m., Mr. Keller, of the Ira C. Keller Co., Alan Hunnicutt, engineer 
for Benton-Lincoln Electric, and myself entered Mr. Price’s office. Mr. Price 
immediately launched into a long discussion, explaining to us how he had spent 
eonsiderable time and effort in an attempt to work out a closer relationship and 
working agreement between the cooperatives, the public power agencies, and the 
private power companies. He then indicated to us that he was familiar with our 
problem and that, since Bonneville had adopted a policy of not submitting a 
budget item unless they had received full agreement from the private power 
companies, it appeared impossible to include an item in the 1955-56 fiscal budget. 
He then explained to us in detail that since, in this instance we were in direct 
competition with Pacific Power & Light, he could not recommend the expenditure 
of funds unless Pacific Power & Light would agree. Mr. Price then advised us to 
discuss the matter further with a Mr. N. H. Callard, who was director of opera- 
tions and maintenance. Mr. Callard took a very dim view of the possibilities of 
Bonneville obtaining construction funds for this project. He also doubted that 
the Bonneville Power Administration would be able to complete the necessary 
facilities in order to meet the consumer’s time requirements. He further indi- 
cated that the Bonneville Power Administration would probably not be able to 
furnish any of the facilities other than the 115-kilovolt tap itself. Mr. Callard 
made it very plain to us that he considered the possibilities of our obtaining this 
point of delivery very remote. 

At this meeting we were given a new estimate of cost to provide service by 
Mr. Callard. We left Mr. Callard’s office and went directly to the General Elec 
tric Supply Co. office in Portland, Oreg., where we checked into the estimate 
ficures which General Electric Co. had furnished the Bonneville Power Adminis- 
tration in this matter. A comparison of the Bonneville estimate and the General 
Klectric estimate (a copy of which is attached) indicated that the Bonneville 
estimate contained a very large contingency. We felt that a more realistic 
estimate could be made to provide this service. In the first meeting, the attitude 
of Herschel Jones, Tom Black, and other Bonneville personnel was one of assist 
ance and encouragement—but at the second meeting, the attitude of Byron Price 
and N. H. Callard was one of discouragement. 

At this point, we want to call attention again to the fact that Mr. Richard B. 
Keller, representative of the Ira C. Keller Co., was present at these conversations. 
We received the distinct impression during these discussions with Mr. Price and 
Mr. Callard that Bonneville Power Administration did not want to provide the 
cooperative with any additional points of delivery or give us further assistance. 

To summarize: Bonneville Power Administration’s cost estimate on the sub- 
station alone installed was $121,800, plus $30,000 miscellaneous expenses. The 
General Electric proposal for the same size substation was $62,000. A compar- 
ison of the Bonneville Power Administration’s substation estimate for the total 
substation installed and the General Electric estimate for the price of the sub- 
station package indicates that Bonneville Power Administration allowed $59,300 
for labor. This figure, in addition to $30,000 contingency, seems to be rather 
high. In all of our discussions and meetings with the Bonneville personnel, the 
only written material we obtained was the original estimate of cost for providing 
facilities from Mr. Black. All other information was obtained by telephone 
calls or personal interviews. 

After being rebuked by officials of the Bonneville Power Administration, we 
felt that our chances of obtaining this business were very slight due to the fact 
that the company knew by that time that, in order to get the source of power 
necessary to serve them, we would probably have to seek relief in the courts. 
However, even though our chances were lessened, we prepared a rate schedule 
based upon an investment which would cover the normal amount of distribution 
line and stepdown industrial substation and equipment. We also prepared an- 
other rate which included our normal amount of investment plus the investment 
that Bonneville Power Administration normally would have made. 

On October 13, we met with Mr. Richard Keller at his office in Portland, Oreg., 
and submitted to him preliminary drafts of our proposed rates. We explained 
to him that it was necessary to submit the rates in such a manner due to the 
fact that we were unable to get any kind of commitment from the Bonneville 
Power Administration. Mr. Keller wanted to know if we thought we could make 
the service available to them by February 1, 1955, for building purposes only 
and for operational service by October 1, 1955. We advised him that we knew 
it was physically possible, but there again, we could not speak for the Bonneville 
Power Administration. Mr. Keller requested that we proceed with our work in 
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designing the rate schedules and clearing them with the Rural Electrification 
Administration. He also advised that Mr. Ira C. Keller, his superior, was in 
the East on business and would not be back for a month at least. 

We then proceeded to complete our work on the rate schedule and submit it to 
the Rural Electrification Administration for their approval. On December 7, 
after the normal amount of correspondence and telephone conversations, the 
Rural Electrification Administration approved our rate and draft of contract 
essentially as it was submitted to them . 

On December 7 at 3:30 p. m., we called Mr. Richard Keller and advised him 
that we had the rate approved. We read the provisions of the rate schedule to 
him that he would need to make comparisons. We asked him when a decision 
would be made, and he advised that they would probably be deciding the next 
day. We again pointed out to him that the low figure quoted in the rate was 
contingent upon Bonneville Power Administration furnishing the normal amount 
of 115 kilovolts stepdown equipment. 

On the 8th of December in the late afternoon, Mr. Richard Keller called us 
and advised us that we did not get the business. We asked him how our rate 
compared with the rate submitted by Pacific Power & Light Co. He stated that 
the Pacific Power & Light rates were slightly higher. We asked him to confirm 
the rejection of our proposal by letter. 

On December 15, 1954, we received the following : 

“We wish to extend our sincere appreciation for your proposal on serving the 
Western Kraft paper mill with power. However, we regret to advise the con- 
tract has been placed with another firm. Signed, Richard B. Keller.” 


3ENTON-LINCOLN ELECTRIC COOPERATIVE, INC., OCTOBER 7, 1954 


COMPARISON OF ESTIMATES IN FURNISHING A POINT OF DELIVERY TO THE PROPOSED 
WESTERN KRAFT CORP, PAPER MILL NEAR ALBANY, OREG, 


Mr. Callard of Bonneville Power Administration stated the following figures 
would apply on their estimate of cost for a new point of delivery: 


2% miles of 115-kilovolt line $56, 000 
Transformer cost and substation 121, 800 
30, 000 


Total estimate 207, 800 


Mr. Callard also stated that they planned to use a packaged substation arrange- 
ment. Also, he said that it would cost them approximately $18,000 to tap the 
existing 115 kilovolt and put in necessary disconnects. 

The General Electric Co. supplied the following estimate: 


Basic bid, including outdoor packaged substation, outdoor oil circuit 
recloser, complete lightning arrestors and all appropriate materials— 
includes 6,000-kilovolt-ampere transformer and 1 feeder position 

Same as above, except 7,500-kilovolt-ampere transformer, add 


Total price (including 7,500-kilovolt-ampere transformer ) 


Tra C. KELLER & Co., INC., 
Portland 4, Oreg., September 21, 1954. 
Mr. BENJAMIN LITTLE, 
Benton-Lincolm Electric Cooperative, Inc., 
Corvallis, Oreg. 

Dear Mr. LittLe: This letter is a confirmation of our inquiry concerning buying 
power from you for the proposed Western Kraft Corp. paper mill to be located 
near Albany, Oreg. 

We estimate the connected load as 4,500 horsepower, the demand as 4,200 horse- 
power, power factor 95 percent, load factor ranging from 75 to 90 percent and 
operation 3 shifts per day, 7 days a week, 300 days a year. 

Power for construction purposes should be available February 1, 1955, and the 
full operating load should be available November 1, 1955. 

Yours truly, 
RicHArD B. KELLER. 
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BENTON-LINCOLN ELECTRIC COOPERATIVE, INC., 
Corvallis, Oreg., September 27, 1954. 


Ira C. KELLER & Co., 


Portland 4, Oreg. 
(Attention: Richard B. Keller.) 


GENTLEMEN: Thank you for your letter of inquiry dated September 21, 1954, 
in reference to the availability of power for the proposed Western Kraft Paper 
Mill, to be located near Albany. 

We can supply you construction power by February 1, 1955. 

We have requested a meeting with Mr. Herschel Jones of the Bonneville Power 
Administration for 2 p. m. on Monday, September 27, 1954, to discuss the feasi- 
bility of several alternate methods of supplying your estimated full operating 
requirements. 

We shall keep you fully informed as to all pertinent developments. 


Very truly yours, 
B. R. Lirrie, Manager. 


BENTON-LINCOLN ELECTRIC COOPERATIVE, INC., 
Corvallis, Oreg., September 27, 1954. 


Mr. HERSCHEL JONES, 


Acting Power Manager, Bonneville Power Administration, 
Portland, Oreg. 


DEAR Mr. JonrEs: Enclosed is a copy of a letter we have received from the Ira 
C. Keller Co., in reference to service to the proposed Western Kraft Corp. Paper 
Mill to be located approximately 41% miles north of the Albany city limits, near 
the old 99 E Highway. 

In the letter, Mr. Richard Keller stated that they have estimated their initial 
operational load to be 4,500 connected horsepower, with a demand of 4,200 horse- 
power. From subsequent conversations, it has been determined that if the opera 
tion is as favorable as it now appears, there is a distinct possibility that the mill 
size might be increased in the not too far distant future. 

Preliminary estimates indicate that the energy requirements for the mill will 
be approximately : 


1,915,000 kilowatt-hours per month at 75 percent load factor 
2,045,000 kilowatt-hours per month at 8O percent load factor 
2,175,000 kilowatt-hours per month at 85 percent load factor 
2,305,000 kilowatt-hours per month at 90 percent load factor 


Our investigation of the various methods of serving a load of such requirements 
reveals the following: 


1. The cooperative cannot transfer the required amount of energy and 
demand over the existing cooperative 7.2/12.47 Y kilovolt circuits. 

2. The BPA Albany substation has 12,000 kilovolt-ampere installed capacity 
and the demand at the present time is in the vicinity of 11,000 kilovolt 
ampere. 

3. The feasibility of constructing a 69-kilovolt transmission line from the 
BPA Albany substation to the proposed mill site is undesirable because of 
the right-of-way problems and since it would require 2 delivery voltages 
to be furnished by BPA to the cooperative. 

4. The most desirable solution would be the construction of a 115-kilovolt 
to 12.47 Y kilovolt substation and a new point of delivery to the cooperative 
at a point approximately 214 miles from the existing BPA 115-kilovolt 
Salem-Albany transmission line. 


We believe that the new point of delivery is the most desirable solution because 
it will furnish a source of supply that is most dependable. It will also help to 
bolster the cooperative’s feed in the Knox Butte area. It will also allow the 
cooperative an alternate method of serving consumers so that load may be 
Switched from the various substations for necessary maintenance work without 
interrupting consumer service to a large degree. 

We also believe that such a point of delivery would be very advantageous in 
the future expansion of this area since a successful operation of this type will 
undoubtedly result in more industrial expansion in this vicinity. 

We appreciate the opportunity of discussing this problem with you on Monday 
afternoon, September 27, 1954. 


Very truly yours, 
B. R. Lirtie, Manager. 
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BENTON-LINCOLN ELECTRIC COOPERATIVE, INC., 
Corvallis, Oreg., September 27, 1954. 
Ira C. KEELER & Co., 
Portland 4, Oreg. 
(Attention: Richard B. Keller.) 
GENTLEMEN : In response to your telephone inquiry as to the power rate that 
would be applicable to the proposed Western Kraft Corp. paper mill, referred to 
in your letter of September 21, we submit the following general proposals: 


1. The cooperative will furnish all transformation and associated switch- 
gear to make available to your operation 3,000 kilovolt-amperes at 480 volts 
and 1,500 kilovolt-amperes at 2,300 volts at a plant substation point of 
delivery. 

2. Our normal large power contract is for a period of 10 years with the 
option of renewal at the expiration of the original contract. This contract 
may be amended at any time by the consent of both parties. 

3. With reference to rates, the cooperative’s B-2 rate schedule (a copy 
has already been furnished you) normally applies to our mormal large power 
users. However, in view of the high estimated demand and energy required 
in addition to the high load factor, we are examining a rate structure for 
loads with demands above 2,000 kilovolt-amperes. This new rate structure 
will consider the following items: 

(a) Capital investment required of the cooperative. 

(b) Depreciation, taxes, interest, and principal payments. 

(c) Operation and maintenance costs. 

(d) Transformation and line losses. 

(e) Guaranties required by the Bonneville Power Administration on 
demand requirements. 

(f) Operating margin. 

Our preliminary studies indicate that under the conditions outlined in our 
previous discussions, this new rate structure would essentially be our billing as 
received from Bonneville Power Administration for this point of delivery plus 2 
percent of the capital investment to cover items 3 (a) through (f), listed above. 
In case of a shutdown of the mill for an extended length of time, it would be 
necessary for a provision in the rate schedule for a monthly minimum to protect 
the other cooperative members against the Bonneville demand “ratchet” charge. 
It appears that the Bonneville ‘‘ratchet” charge plus 1 percent of the capital 
investment, to cover items 3 (b) through (e), listed above, will be adequate. 

As soon as the method of service has been agreed upon between the Bonneville 
Power Administration and the cooperative, we will be able to make a more exact 
estimate of capital investment required. At that time, it will be possible to set 
forth the proposed rate structure in more complete detail. 

Thank you for your inquiry. 

Very truly yours, 

B. R. LitrLe, Manager. 


WESTERN KraArt Corp., 


Portland, Oreg., December 15, 1954. 
Mr. BEN LITTLE, 


Benton Lincoln Eleciric Co., Corvallis, Oreg. 


Dear Mr. LitTLe: We wish to extend our sincere appreciation for your pro- 
posal on serving the Western Kraft paper mill with power. 
However, we regret to advise the contract has been placed with another firm. 
Very truly yours, 


R. B. Keer. 


Is Mr. Lee Wooden here, please? Mr. Wooden, would you please 
identify yourself for the stenographer ? 


STATEMENT OF LEE WOODEN, TREASURER, WEST OREGON ELEC- 
TRIC COOPERATIVE, VERNONIA, OREG., AND PRESIDENT, ORE- 
GON RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Woopen. Mr. Chairman, members of the committee, my name 
is Lee Wooden. I am a retired farmer, living at Jewell, Oreg. That 
has been my home for almost 76 years, except for a short period. I 
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am treasurer of West Oregon Electric Cooperative, and president of 
Oregon Rural Electric C ooperative Association. 

I have a written statement, Mr. Chairman, which I wish to file for 
the record. 

Mr. Cuvporr. I see it is only two pages. Would you care to read it? 

Mr. Woopen. I can do so. I will need to make some explanations 
orally in connection with that, Mr. Chairman. 

Mr. Cuuporr. That’s all right, except if you read it, we will be able 
to get the meat of it. 

Mr. Wooven. Fine. I thought, possibly, there wouldn’t be time. 

Mr. Chairman, this statement concerns furnishing a delivery point 
at a substation to serve West Oregon. I had better start reading. 

About 80 days ago I supplied your committee with photostatic 
copies of correspondence between West Oregon Electric Cooperative 
at Vernonia, Oreg., and the Bonneville Power Administration, re- 
garding the stop order on the construction of the 6,000-kilovolt sub- 
station at the Timber-Vernonia junction on the Sunset Highway in 
Oregon. 

The loss of revenue and added expense of providing reasonable 
service to our members, as a result of the stop order on the construction 
of the Timber substation should have been unnecessary at that time. 
West Oregon Electric Cooperative had built oe than 30 miles of 
34.5-kilovolt transmission line and 2 substations, 1 at the Timber-Ver- 
nonia junction on the Sunset Highway and another substation near 
Elsie and about 8 miles south of Jewell in Clatsop County, at a cost 
of approximately one-fourth million dollars—you will find in the 
correspondence the letter from Guy Thomas st: ated that the coopera 
tive had spent in excess of $350,000 rather than a quarter of a million 
dollars, more than I had estimated. 

Mr. Cuuporr. Do you have that correspondence with you? 

Mr. Woopen. I have it, and I will submit it for the record; yes, sir. 
[Continuing]. With the understanding that the Bonneville Power 
Administration would complete the transmission line and substation 
to supply West Oregon Electric Cooperative adequate, dependable 
power near the cooperative load center. 

I might say in connection with that, we had worked about 5 years 
to get that transmission line in from Forest Grove, Oreg., which 
Bonneville already served, and that line was not built entire ly, or only 
in part for the benefit of West Oregon, but was to be extended into 
Tillamook County, and the extension that would serve the Vernonia 
substation was about 6 miles in length. 

Congress already had appropri: ated funds to start construction on 
this substation and on the necessar vy Federal transmission lines neces- 
sary to supply it with Columbia River electricity. 

The Federal transmission line as far as the above-mentioned Timber 
substation already had been built. The substation was badly needed 
to improve the poor service resulting from overloading obsolete 

facilities. 

The only reason for the stop order known to the management and 
board members of West. Oregon was because the board of directors of 
the cooperative had refused to sign a new contract with the Bonneville 
Power Administration. 

The 20-year contract between the Bonneville Power Administration 
and West Oregon Electric Cooperative had, at the time of the stop 
order, 17 more ‘years to run. 
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For the remainder of this statement I will refer to West Oregon 
Electric Cooperative as the cooperative and the Bonneville Power 
Administration as “BPA.” 

It clearly was the intent of the Congress that BPA should build the 
transmission lines and construct the substation as provided in the 
appropriation of the necessary funds, and never was the intent of the 
Congress that delaying tactics be employed to force the cooperative 
to sign a proposed contract that would hamper and limit the coopera- 
tive through the imposition of certain restrictions, principally in re- 
gards to the term of contract, the amount of power that might be 
supplied to serve new loads. Such restrictions could be the deciding 
factor as to whether the cooperative would be able to meet its loan 
obligations to the Federal Government or not. 

Mr. Neal Bush, attorney for the cooperative, advised the board of 
directors that the 20-year contract now in existence between BPA 
and the cooperative was a valid document and by its terms could not 
be revoked without the consent of both parties. The board of di- 
rectors of the cooperative made no objection to amending the existing 
contract to provide for two delivery points not mentioned in the 
present contract, one at Hamlet Junction for a wheeling agreement 
between the cooperative and the Pacific Power & Light Co., and the one 
at Timber-Vernonia junction on the Sunset Highway, but did strongly 
object to both the curtailment of power and the length of time the 
proposed contract would be in effect. 

Actually, that wheeling agreement was between Bonneville and the 
Pacific Power & Light Co. to serve us 50 kilowatts, in the southwest 
corner of the country, about 14 people, they had repeatedly attempted 
to get service, without success. They offered to furnish the poles, dig 
the holes, and clear the right-of-way. 

That didn’t do any good, either. They came to our cooperative 
repeatedly and we referred them back to Pacific Power & Light be- 
cause it was out of our territory, and finally I suggested a meeting 
when almost every one of those people were there, that we asked Pacific 
Power & Light for a delivery point there on which we might be able 
to serve them. 

Eventually that was consummated, and those people are being 
served, although it is clear out of our territory. It is the only way they 
could get service. 

At this point, Mr. Chairman, if I may, I will read three letters, the 
letter written by Mr. Guy I. Thomas, manager of the cooperative, to 
Dr. Pearl, administration of BPA. The letter just mentioned was 
never mailed because of the fear of reprisals. A photostatic copy of 
that letter written by Mr. Thomas to Dr. Pear] is in the package of 
correspondence which you have in your files. The second letter was 
written by myself to Mr. Thomas asking for further information, and 
Mr. Thomas’ reply. I hope the three letters that I will now read may 
serve to make more clear some of the points than I could relate. 

This letter is not polished, it is not dated. The copy of the letter 
that I am speaking of is the one that Guy Thomas dictated, to be 
written to Dr. Baal, and would have been changed, polished up a little 
bit, had it been sent. 

Dear Dr. PEARL: We have been considering for quite some time to write directly 


to you concerning the stop order which your Administration has placed on the 
construction of our Sunset Junction substation, otherwise known to you as the 
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Timber substation. This stop order has been placed on the substation construc- 
tion by the Administration because the board of directors of West Oregon Electric 
do not agree to all the stipulations and conditions which the Administration wants 
to write in the new proposed contract with us. This, of course, is bearing in mind 
that we still have approximately 17 years under the terms of the now existing 
firm requirements contract. 

It seems to us that it would be a very simple matter to leave the existing con- 
tract as is except for the matters upon which we two agree and adding the new 
substation facility merely by adding an addendum to the existing contract. 

To give you a little background history for your personal knowledge, the Con- 
“ress of the United States approved for the Administration the construction of the 
Forest Grove-Timber-Tillamook 115-kilovolt feeder, plus the substation facilities, 
and, on the strength of this, the West Oregon Electric Cooperative, with a very 
clear understanding with the Administration, went ahead and has made con- 
siderable investment in new transmission lines and two new substations. 

We are not sure of the figure that the Administration has spent already to 
furnish these facilities; however, I imagine that it is well over a half-million 
dollars, and we have spent in excess of $350,000 to take care of our increasing 
loads. 

Now, with the REA making this money available to us for this purpose through 
the Congress of the United States, and likewise the Congress making an ap- 
propriation to BPA for these purposes, we fail to understand why the admin- 
istration does not continue to act in good faith. We feel sure that the ad- 
ministration could add a suitable addendum to the existing contract, which 
would be suitable to the board of directors of West Oregon Electric Cooperative, 
and that the construction of the new facility could continue as originally planned. 

This goes back quite some time, Dr. Pearl. West Oregon Electric fought for 
hetter than 5 years to get this new facility before Congress earmarked the 
money for this purpose and now to have it practically within our grasp and to 
have the facility slowed down, it is rather discouraging to us. 

May we hear from you? 


Of course, that letter was never mailed, thinking of the manager. 
After I knew that I probably would be asked to testify at this hear- 
ing, I wrote Mr. Thomas, manager of the cooperative, for informa- 
tion. I will now read that letter : 


Dear Guy: It now appears that I may need further factual information con- 
cerning the stop order of the Bonneville Power Administration on the con- 
struction of the Sunset-Timber substation. 

I would like to know what financial loss was suffered by West Oregon Electric 
Cooperative Association by the prolonged outage that occurred on December 
25, 1954, and if the loss would have been less had the Sunset-Timber substation 
been constructed on schedule. 

Also, I would like to know the extent of the damage to motors caused by the 
low voltage period preceding the actual outage, to say nothing of the damage 
to the public relations between the management and members. Those of us who 
are charged with the responsibility of managing the system know that such loss 
of confidence among our members cannot be evaluated in dollars and cents, and 
can never be regained by even the expenditure of large sums of money. 

I would appreciate any further information you may have which in your judg- 
ment would be pertinent to the above-mentioned subject. 


This is Mr. Thomas’ reply : 


DEAR Mr. Woonen : We are most happy to furnish you with data and informa- 
tion concerning the stop order which was placed on the Sunset-Timber substa- 
tion by the Bonneville Power Administration, which the writer thinks was 
placed there in an effort to spank us into agreeing to a new purchase power 
contract which in essence would deprive us of some of the much needed benefits 
in our existing purchase power agreement. Such as restricting the amount 
of additional kilowatts that we would call on from the Administration, shorten- 
ing the life of the existing agreement (in essence cutting our existing 17-year 
contract which is the balance of our 20-year, to a 5-year contract) and a couple 
of other lesser items with which the board was in agreement. 

The delay in the energization of the Sunset-Timber substation, of course, has 
cause the cooperative considerable inconvenience such as performing consid- 
erable additional work in order to maintain power voltages and service levels. 
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Many items would have been unnecessary if the Sunset-Timber substation had 
been energized as per schedule. May we cite one outstanding example, that 
of last Christmas Day, 1954, when we were subjected to a 4-hour outage which 
would have been minimized to about 20 minutes had the Sunset-Timber substa- 
tion been energized. 

It is very difficult to evaluate the loss in dollars and cents on an outage such 
as this when 95 percent of the cooperative system was without electric services 
just at the time our good members were placing their Christmas turkeys in the 
oven. It cannot be overstressed that unnecessary outages of this nature which 
caused by a snowstorm makes the public relations, which we so hard continually 
strive to improve, take a very definite sharp decline, and can only be overcome 
through years of continued effort of striving to maintain a more perfect level 
of continuity of service. 


In considering that proposed new contract, Mr. Chairman, it ac- 
— would have been written for a 20- -year ’ period in which, after 
5 years, they could pull back power needed to serve additional loads. 

In that connection, I might say that our payments are increasing 
each year as new loan payments fall due, we are compelled to increase 
the amount of our gross revenue that goes to pay on the loan. If we 
don’t have new business, from new and existing loads, it might well 


be the deciding factor of whether we would succeed or not. It is very 
difficult. 


As perhaps is known by you, our attorneys have advised us continually that 
the present existing purchase power agreement is legally a good one, and there 
is no reason that this contract be rescinded unless it is mutually agreed by both 
parties. The 17 years existing spoken of above was the amount of time left on 
the contract at the time the Bonneville Power Administration began asking the 
board of directors that a new contract be executed, using the reason that it 
was necessary because of the addition of a new facility. 

To further establish the entire history we are furnishing you with three sets 
of photostatic copies of letters received and written, and other information. 
We would like to bring to your attention that the first letter addressed to Dr. 
Pearl has not yet been sent. If you feel that there is other information not 
contained in this letter or in the enclosed photostats, please call upon us and 
we will furnish the information at the earliest possible time. 

With kind persenai regards, 

Guy THomas, WVanager. 


I have a letter from an attorney, which the board based their judg- 
ment on in rejecting the proposed new contract and ditching the old 
one, which was a firm contract and would run for 17 years more. 


Re: BPA power contract. 
WEst OREGON ELECTRIC COOPERATIVE, INC. 
Vernonia, Oreg. 
(Attention: Mr. Guy Thomus.) 

Dear Guy: In your letter of May 26, 1954, you asked us to give you our opin- 
ion concerning the Administration’s proposal to rewrite the power contract with 
Bonneville Power Administration. We have gone over the contract dated March 
27, 1951, between the United States of America and the West Oregon Electric 
Cooperative, and it is our opinion that no additional provisions can be added 
to said contract unless mutually agreed upon between the respective parties. 
However, as indicated in your letter to us, and as indicated in the letter from 
the Department of the Interior dated April 30, 1954, no further expenditures 
will be authorized or made by the BPA on additional facilities until some de- 
cision has been reached as to the amendment of the existing contract. It is 
therefore a question up to the board of directors of the co-op to decide whether 
or not they can get along without the Timber substation at the present time or 
at some future date. 

You state in your letter that it is your understanding that before these new- 
type contracts can become mandatory each public-power agency within Bonne- 
ville’s service area must agree te them. I have no information regarding this 
and cannot give you an opinion upon it. There is nothing, however, in the 
present. contract which makes such a provision. 
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I am returning the documents that you sent to me, so that you will have them 

at your next Board meeting on June 8, 1954. 
Very truly yours, 
NEAL W. BusH. 

I also wrote a letter to Mr. Thomas from Washington, D. C., dated 
May 11, 1954, of which you have a copy. In this letter I expressed 
my growing concern over the delay in building the substation and 
my belief that the cooperative would be forced to sign the proposed 
new contract so that the cooperative would not suffer further loss 
and inconvenience by not being able to serve our members as intended 
by the Congress. 

“Either in late October or early November 1954, Mr. Robert Lee, 
a representative of BPA, called on Mr. Thomas in Vernonia and told 
Mr. Thomas that BPA wanted to know what the board intended to 
do about signing the new contract. Mr. Thomas, manager of the 
cooperative, told Mr. Lee that the board was satisfied with the present 
contract and refused to sign the new one. 

That isn’t exactly correct, because Mr. Lee, after ascertaining that 
Mr. Thomas would be in the office, drove down there and had a personal 
conversation. I got that wrong. 

Mr. Thomas also made it clear that the board was agreeable to 
including the new points of delivery in the present contract and gave 
the reasons for the objections as herein stated. 

However, within 2 weeks after November 2, 1954, Mr. Lee again 
called Mr. Thomas and notified him that the substation in question 
would be built. Subsequently the substation was built and energized 
in late June of 1955. Almost a year after it could have been possible 
if there had been no stop order. 

At this date to the best of my knowledge BPA has made no effort 
to amend the existing contract. The 6,000-kilovolt transformer stood 
idle in the cooperative substation lot for almost a year when it should 
have been in use. 

In considering the proposed new contract the board felt that BPA 
was going far beyond its intended authority by not carrying out the 
mandates of the Congress. 

Respectfully submitted. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Wooden, apparently after you read the letters and 
statements, you concluded that the substation was built ? 

Mr. Woopen. It was built. 

Mr. Knox. And you have never informed the committee as to why 
the delay? 

Mr. Woopen. I can surmise because we didn’t sign the new contract. 

Mr. Knox. You haven’t signed the new contract now ? 

Mr. Woopen. That’s right; we didn’t. I can’t give you the answer 

because I don’t know. Bonneville knows best about that, I guess. 
_ All we know is that we didn’t get the facilities, as was provided 
in the appropriations by Congress, and clearly was the intent, because 
not only the transmission line was built to the substation site, but the 
transformer itself was delivered far ahead of time and was in the 
cooperative substation a lot all that time idle. 

Mr. Knox. Mr. Wooden, do you recall what year the Congress made 
the appropriation ? ; 

Mr. Wooven. Approximately 1953. I am not sure. It was 1954 
when they started construction, built the transmission line, and it was 
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that time, 1953 and 1954, that the cooperative first built 15 miles of 3&.5- 
kilovolt line out to this junction from Vernonia to where our office is. 
Then we built, the next year, 17 miles, approximately 17 miles, of 
34.5 line along the Sunset Highway to a point near Elk City on the 
Sunset Highw ay, and about 8 miles south of my home at Jewell, to 
serve the load center in that county. 

The reason that was necessary was because we had a wheeling 
agreement with the Pacific Power & Light at about 11 miles south 
of Astoria on Highway 202 to serve that area. The most power that 
they would agree to wheel to us, although they were using all of their 
power over BPA lines in Astoria, the ‘Most power they would agree 
to wheel to us was 300 kilowatts. That wasn’t enough of a load, 
and we had to bring this load in an around about way at a « onsiderable 
cost. 

Mr. Knox. Mr. Wooden, you have stated to the best of your knowl- 
edge the Congress appropriated the money in 1953 or 1954, so we will 
use the year 1953 to give the most time possible. 

In June of 1955, according to your statement, the substation was 
built ? 

Mr. Wooven. It was energized. 

Mr. Knox. Are you familiar with the regimentation of the bureaus 
and departments of our Government in letting a contract for construc- 
tion ¢ 

Mr. Woopen. I assume that that was all taken care of in routine. 

Mr. Knox. No; it is not, Mr. Wooden. 

Mr. Woopen. May I give my answer / 

Mr. Knox. Lasked youif you were familiar. 

Mr. Woopen. Somewhat. 

Mr. Knox. Proceed. 

Mr. Woopen. I believe there are photostatic copies of the letters 
that I will submit as evidence, that will bear out that statement that 
the contract was let for the transmission line. 

The transmission line was built as far as the substation site. The 
transformer was delivered, and undoubtedly the planning and every- 
thing was all done, or they wouldn’t have had a transformer. They 
were ready to go to work ; that is my assumption. 

Mr. Knox. My connections with Government contracts have proven 
to me that the manner in which they are handled, and the specs that 
they must send out on invitations to bid, takes about 6 or 8 months. 

In my opinion, from what you have stated, you believe that the 
BPA deliberately employed dilatory tactics—— 

Mr. Woopen. I am sure of that. 

Mr. Knox (continuing). In the construction of the line or of the 
substation. And you also accuse BPA of trying to force you into a po- 
sition of signing a new contract before the substation would be built. 

Do you really mean that, Mr. Wooden ? 

Mr. Wooven. Mr. Knox, I believe that was Mr. Thomas’ state- 
ment. 

Mr. Kwox. You read it into the record. 

Mr. Woopen. That’s O. K. We know of no other reason, neither our 
board members, attorney, or manager. 

Mr. Knox. That was purely suspicion on your part ? 

Mr. Woopen. I don’t think so. I think there is plenty of evidence. 
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Mr. Knox. Don’t you think, if you are going to say it is conclusive 
evidence, you should have found out when the requests for bids were 
sent out, the specs that were sent out, when the Government body set 
the date for the opening of the bids? Don’t you think you should 
have that before you accuse the Government agency of de liberately—— 

Mr. Woopven. Mr. Knox, I didn’t mean to accuse anybody. I merely 
made a factual statement of what happened. I wasn’t accusing any 
individual or Bonneville. 

Mr. Knox. Maybe, then, Mr. Wooden, I misinterpreted your state- 
ments. 

Mr. Woopen. My statement is merely a statement of fact only. I 
have made no attempt to theorize, and I might add, Mr. Knox, that I 
am just a backwoods farm boy. 

Mr. Knox. So am I. 

Mr. Woopen. I am not prepared to answer technical questions. 
Therefore, I confine my statement to facts, and facts only. 

Mr. Knox. I am not going to question ~~ Mr. Wooden, at all. 
However, I was trying to ‘follow your letter-reading as you went along. 

Mr. Woopen. Maybe I don’t understand saad edures, but I wouldn't 
think, I didn’t think, and I don’t think now, that if there had been 
some other reasons for delay in planning or something, in fact there 
is correspondence there which will show the planning was done—— 

Mr. Knox. You know often times when the Congress makes an 
appropriation, it isn’t available immediately. It is for that fiscal 
vear. 
Mr. Wooven. It was available, because the substation transformer 
was bought and the transmission line was built. Money must have 
been available. 

Mr. Knox. Possibly they had some funds available; I am not saying 
that was a fact. 

Mr. Woopven. There was no reason given of inadequate funds what- 
soever, and why did Mr. Lee of the Bonneville Power Administration 
come down and tell Mr. Thomas that Bonneville, BPA, wanted to 
know what we were going to do about signing that new contract? 

Then, probably within 30 to 40 days or something like that, they 
notified us that they would build the substation, and we didn’t sign 
the contract, and they have not asked us to sign the contract or indi- 
cated that they were willing to amend the old one. 

Mr. Knox. You were satisfied with the present contract you had? 

Mr. Woopen. We are satisfied, yes, but Bonneville wasn’t. They 
wanted to limit on that new contract, limit the pullback on power de- 
mands for new loads, in case they needed it. 

Mr. Knox. They had no legal right to do so? 

Mr. Woopen. They would, if they had a contract to that effect. 

Mr. Knox. They had no legal right? 

Mr. Woopen. We thought not. That is the reason we objected, 
because we thought the contract we had—we signed it in good faith 
and we expected t to live up to it, and we e expected - BPA to live up to it. 

Mr. Knox. You don’t really have any complaint today, as far as 
BPA is concerned ? 

Mr. Woopen. Yes, we had a complaint, because we were denied the 
use of that substation for almost a year, when we should have had it. 

Mr. Knox. What inconvenience or loss in dollars did it cause your 
cooperative ? 
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Mr. Woopven. As I said in that letter to Mr. Thomas, it wasn’t pos- 
sible to evaluate those losses in dollars and cents. 

Mr. Knox. The letter you wrote to, was it Mr. Thomas—— 

Mr. Woopen. Mr. Guy Thomas, manager of the cooperative. 

Mr. Knox. And asked him for information as to what the loss was, 
and he did not inform you ? 

Mr. Woopven. He said it was very difficult to say what it was. 

Mr. Knox. Have you any approximate cost to the cooperative 
through the fact that the substation was not built immediately upon 
the passage of the appropriation bill by Congress ? 

Mr. Woopen. I couldn't say in dollars and cents, no. We had some 
losses of business. 

Mr. Knox. Was it $100,000 or $50,000 ? 

Mr. Woopen. I don’t think so, but any amount lost by one of our 
cooperatives that works very close to the line and has very little 
margin means a lot. Our profits don’t run—in fact, there are no 
profits at all, as you know. 

Mr. Knox. Lunderstand that. However, you did say there was this 
loss. 

Mr. Woopen. A loss in public relations by poor service. On Christ- 
mas Day of 1954 the power was off for 4 hours, due to trouble on the 
line, and I asked Mr. ‘Thomas, and his reply stated that had this Tim- 
ber substation been energized on time—that is, our main load center— 
the loss would have been about 20 minutes instead of 4 hours. 

Mr. Knox. Is that the only time you had a loss of power through 
the period ? 

Mr. Woopen. There were other times, but that was the longest 
time—that is, within that period when that substation should have 
been constructed, and when it wasn’t. 

Mr. Knox. A statement in your prepared statement here, one of the 
paragraphs, provides: 

However, within 2 weeks after November 2, 1954, Mr. Lee again called Mr. 
Thomas and notified him that the substation would be built. Subsequently the 
substation was built and energized in late June 1955. 

Now, if the appropriation by Congress was in 1953 or 1954, do you 
think that was a period of greater time than was absolutely necessary / 

Mr. Woopen. Yes, sir, I do; because they built the transmission 
line, bought the transformer, and let it sit idle for almost a year. 

Mr. Knox. Was the transmission line and transformer a component 
part of the appropriation for building of the substation ¢ 

Mr. Woopen. I am not qualified to answer that. I don’t know any 
of the inside workings of Bonneville. It keeps us pretty busy man- 
aging a small cooperative. I am not informed on that. 

Mr. Knox. It could be that the funds made available for the trans- 
mission line and the purchase of the transformer may have been in 
an appropriation the year before made by Congress; could it not? 

Mr. Woopen. Let me answer that in this way: I am sure that had 
there been any delay in the funds being available, we wouid have been 
so notified, and that would have gotten Bonneville off the hook. We 
wouldn’t have been blaming them, then. I am confident that the 
money was available; I am just sure of it. 

Mr. Kwox. In conclusion, you are most happy with the new sub- 
station ? 
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Mr. Wooven. We are happy, yes, but we weren’t happy for almost 
a year when we didn’t have it. 

Mr. Knox. But you have the substation now ? 

Mr. Woopen. We have it; yes. We can only guess as to why they 
changed their tactics and built the substation after denying it. 

Mr. Knox. And you have adequate power for your co- op? 

Mr. Wooven. We have adequate power now from that source, and 
it gives us a chance to distribute that power to our other load centers 
to make use of that $350,000 the cooperative had to spend in transmis- 
sion lines to distribute the power after we got it. 

Mr. Knox. And your loss in public relations has been restored ? 

Mr. Wooven. There is no question about that. We must remember 
that the cooperative had borrowed that $350,000 and were paying in- 
terest on it all that time, yet we were getting no benefit from it. You 
appreciate that, I am sure. 

Mr. Knox. You have no further complaint ? 

Mr. Woopen. No. 

We have always gotten along with Bonneville, and we started out 
with one point of delivery in my area, a valley electric cooperative 
that was organized in 1936, shortly after the REA Act was passed, 
and the first leg of it was energized on June 15, 1937. 

That cooperative is not in existence today, and that territory is a 
part of west Oregon. The reason for the failure of that cooperative 
was two main reasons: 

In the first place, our first contract was with Pacific Power & Light, 
calling for 15 mills, 114 cents, wholesale power 

Mr. Horrman. Mr. Chairman, does this have something to do with 
these hearings ¢ 

Mr. Cuuporr. No. I was under the impression he was through. 
This isn’t germane to what you were telling us before. 

Mr. Woopen. No. 

Mr. Cuuporr. Mr. Wooden, I don’t like to ask you to stop speaking, 
but we have two more witnesses. It is almost 5, and if you are through 
with your problem, then, of course—do you have any questions, Mr. 
Hoffman ? 

Before you ask the questions, these are the letters you read into the 
record ¢ 

Mr. Woopen. That is some of them, and there are others there 
that weren’t read into the record. I sent you a copy of all of those 
for your files. 

Mr. Cuuporr. We are only going to put in the record what you 
read. We will pick out what you read, and then we will return the 
others to you. 

All right, Mr. Hoffman. 

Mr. Horrman. When was it that your co-op found itself in need 
of a transmission line and a substation ? 

Mr. Woopen. Five years. 

Mr. HorrmMan. Fi ive years ago? 

Mr. Woopen. Five years, when we first started to ask Bonneville 
to bring us a delivery point at that point. 

Mr. Horrmayx. When did you decide that you wanted or needed 
a transmission line and a substation ? 

Mr. Woopen. I think that had been for many years our expectations. 
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Mr. Horrman. When did you make application for them / 

Mr. Woopven. I don’t have that information. 

Mr. Horrman. About when; within a couple of years? 

Mr. Woopen. I think it was probably around 1950, along in there 
somewhere, When we first started talking to them about it. No, I think 
it was earlier than that. I don’t have tive dates, and my memory is not 
too good. 

Mr. Horrman. When did the Congress appropriate the money ? 

Mr. Woopven. That I don’t know. 

Mr. Horrmax. You don’t know when it appropriated the money ? 

Mr. Woopen. I do not. 

Mr. Horrman. And you do not know whether the appropr iation bill 
turned the money over to the Administrator of co-ops? 

Mr. Woopen. As I understand it 

Mr. Horrman. Do you know, or don’t you know ¢ 

Mr. Doopen. If I may answer that in my own way, I will answer it. 
I can’t let you put words in my mouth. 

Mr. Horrmanx. No, no, bless your heart, I don’t want to do that at 
all. Weare both old men, you know, pretty near the end. 

Mr. Woopen. Oh, no: we are only kids. 

Mr. Horrman. All T am asking, vou came in here with a com- 
plaint—— 

Mr. Woopen. I did. 

Mr. HorrmMan (continuing): That the Department here didn’t get 
this distribution line and this substation around when they should. 
That is your complaint ; isn’t it? 

Mr. Woopry. That's correct. 

Mr. Horrman. All I was asking you was just a few qeustions. When 
did you ask for it? When was the money appropriated? Was the 
money given to the Administrator, that is, to show when it was avail- 
able to him, and then when they gave you what you asked for? 

Unless you know those things, I don’t care; it’s all right with me, 
Il] just quit right here. 

Mr. Woopen. In my statement I stated that the money was available, 
the facilities were built, and that wasn’t a direct appropriation, it was 
a part of the Bonneville—— 

Mr. HorrmMan. Now let me get in. You say the money was avail- 
able ? . 7 

Mr. Woopen. It must have been. 

Mr. Horrman. You say it must have been, but you can’t tell me of 
your own knowledge when the money was appropriated or when it 
came into the hands of the Administrator of REA or of Bonneville, 
can you? You — know a thing about it? 

Mr. Woopen. Can I just say it was prior to the time they built the 
line and built the como ition 2 

Mr. Horrman. When did they build that ? 

Mr. Woopen. They wouldn’t build it without money, would they ? 

Mr. Horrman. Oh, mister, the Government has got $786,000 worth 
of business without money. There is the debt now, and the interest 
charge you fellows are paying is $6.7 billion. Let’s forget it. 

Tam through. 


Mr. Crruporr. Mr. Moss? 











ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1135 


Mr. Moss. You referred to a stop order having been issued by 
Bonneville. Were you informed by them that a stop order had been 
issued on the construction of this project 

Mr. Woopen. It was referred to in all of the correspondence. 

Mr. Moss. From nem to you? 

Mr. Woopven. Yes; it is referred to. And much of that was per- 
sonal conversation by ots to our office by Bonneville officials, and 
telephone calls and the like, that we don’t have any record of. 

Mr. Moss. Was there a statement on their part that they would 
resume construction? Were there statements by them to the effect 
that upon the signing of a new contract, the stop order would be 
lifted and construction would proceed ? 

Mr. Woopen. That was the understanding of our board, our man- 
agement, and everybody concerned. 

The letter from our attorney referred to it as a stop order: the 
manager has referred to it as a stop order. Personally, I don’t have 
knowledge. I live 35 miles away from the office, and I can’t know 
ever ything that goes along. 

Mr. Moss. In your conversations with them, did they indicate that 
it had been referred to by representatives of Bonneville as a stop 
order ? 

Mr. Woopen. That was in the conversation and in the correspond- 
ence referred to as a stop order. Just the date and how that was 
done, I couldn’t say. 

Mr. Moss. The facilities that you were interested in consisted of 
certain transmission lines and a substation ? 

Mr. Woopen. Correct. 

Mr. Moss. Was that a package substation? Was it a substation 
that was delivered and installed ? 

Mr. Woopen. I think not. I think the transformer is one unit, and 
whatever went with it. 

Mr. Moss. The transformer which was part of the substation was 
on the ground? 

Mr. Woopen. That’s right. 

Mr. Moss. Work was under way? 

Mr. Woopen. No; they never started construction on the substa- 
tion until early 1955. 

Mr. Moss. The transmission line work was under way ? 

Mr. Woopen. The transmission line was completed in 1954. 

Mr. Moss. And the substation transformer was on the ground / 

Mr. Woopen. Most of the time, about the time or very shortly after 
the line, and I think the transformer was on hand at the time the line 
was finished. I am not positive about that. 

Mr. Moss. Was there, for a period of months, before work was 
resumed ? 

Mr. Woopen. That’s right. In fact, they did nothing to the sub- 
station until early this year. 

Mr. Moss. How much was the cost of the transmission lines and the 
substation ? 

Mr. Woopen. Mr. Thomas stated in his letter that he didn’t know. 
but he assumed that it was over a half-million dollars that Bonneville 
had invested that stood idle, and the cooperative had invested more 
than $350,000 in facilities to make use of that delivery point. 
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Mr. Moss. Mr. Chairman, I think it reasonable to assume that on a 
project of that size, which would almost be a unit, a contract must 
have been let for the work to start. To have it perfectly clear, how- 
ever, I would ask that the staff be instructed to contact Bonneville on 
this specific issue and get the facts from Bonneville. 

Mr. Cuuporr. I think Bonneville will supply it. 

Mr. Woopven. If you would like, I am sure Mr. Thomas, the man- 
ager of the co-op, would be glad to give you the information. 

Mr. Moss. It might be well to contact both Bonneville and the co- 
operative, and get the entire story. 

Mr. Woopen. I hope you understand my position, that being only 
a director, we established the policy, hired a manager, and that is his 
responsibility to manage the cooperative, and the board of directors 
have other things to do, and they can’t know everything. 

Mr. Moss. Certainly I understand your position, Mr. Wooden. I 
think you have made a pretty good presentation of your case. 

Mr. Woopen. I have tried to present only the facts. 

Mr. Cuuporr. I have only one question. 

You do still have one problem, and that problem, as I understand 
it, is that you are getting the power after a year’s lapse of time, but 
you don’t have a contract for it? 

Mr. Woopven. We have a firm contract, but it doesn’t include that 
delivery point or the one in Clatsop County for a very small amount 
to serve that area. 

I was going to include that when I was stopped, and that’s perfectly 
all right. Iam taking up a lot of time, but those two things are the 
only things that remain to be done. 

We contended that we wanted to keep the contract we have because 
it is a valid contract and had 17 years more to run, where the new 
contract, if we had signed it, they would be able to hold back power 
from us to serve new industrial loads that might come into our com- 
munity, our territory. We have to have that increased load or we 
can’t make our payments. 

Mr. Cuuporr. Everybody has an increased load demand. I don’t 
think there is a cooperative or a power company in the world that 
doesn’t have an increased load demand from time to time. 

Mr. Austin. Mr. Wooden, I am still not quite clear on this. Is this 
new point of delivery, this new substation on this line, under contract 
of any kind at this time, or was that appended to the old contract? 

Mr. Woopen. You mean as a delivery point to the cooperative ? 

Mr. Austin. Yes. 

Mr. Woopen. No. 

Mr. Austin. It isn’t under any contract at the moment? 

Mr. Woopen. That’s correct. 

And also the other delivery point in Clatsop County. 

Mr. Austin. Then are you worried about something, or not ? 

Mr. Woopen. No, we are not worried. We are getting the service, 
and we are willing to sign the amendments to the contract. 

Mr. Austrx. You haven’t made a flat statement yet, I don’t believe, 
as to whether you want that put under the old contract or not. Do 
you? 

Mr. Woopen. Yes, absolutely; wo want that old contract. That is 
the reason-we refused to sign the new one. 
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Mr. Cuuporr. Thank you, Mr. Wooden. 
Is Mr. Glen Hittle inthe room? Mr. Hittle, will you take the chair 
and identify yourself for the reporter. 


STATEMENT OF 0. G. HITTLE, MANAGER, COWLITZ COUNTY PUBLIC 
UTILITY DISTRICT, LONGVIEW, WASH. 


Mr. Hirritz. Mr. Chairman, I am O. G. Hittle, and I am manager 
of the Cowlitz County Public Utility District, whose main office is 
located in Longview, Wash. 

Mr. Cuuporr. Mr. Hittle, you have a prepared statement. It is 4% 
pages long, and I wonder, in the interests of brevity if you couldn't, 
instead of reading it, generalize it and give us all the facts we have 
to have. 

Mr. Hirrie. Yes. Ihave about two points that I want to make with 


this committee. 
Mr. Cuuporr. Would you proceed. 
Mr. Hrrrie. I would like to, then, file the complete statement. 
(The prepared statement submitted by Mr. Hittle, in full, is as 


follows:) 


STATEMENT OF O. G. H1ITTLE, MANAGER, COWLITz CoUNTY PuBLIc UTILity District, 
LONGVIEW, WASH. 


My name is O. G. Hittle. I am manager of the Cowlitz County Public Utility 
District, a publicly owned public utility with headquarters at 1421 14th Avenue 
in Longview, Wash. I have served in the public-utility field in varying capacities 
for over 24 years. The first 10 years of my experience included work in the 
construction field with Stone & Webster Corp.; distribution engineering with 
Ford, Bacon and Davis and the Puget Sound Power & Light Co. and the City of 
Seattle Lighting Department. Between 1940 and the fall of 1949 except for a 
2-year tour of duty with the United States Navy I held positions with the 
Zonneville Power Administration as an engineer and finally as district manager 
of the lower Columbia district. Since that time I have been manager of the 
Cowlitz County Public Utility District. 

I am appearing here today to place before this subcommittee a specific example 
or two of working relations with the Bonneville Power Administration that have 
been concerning us. I will try to confine my remarks to the Department of 
Interior’s changing administrative policy relating to contractual matters which 
affect our power supply security as well as customer service relationships. I 
realize that this subcommittee’s time is limited and therefore will make my 
statement brief. 

Cowlitz County Public Utility District consists of a countywide distribution 
and transmission system including a 26,000-kilowatt electric weer eee nas 
station. We served 20,809 customers as of July 31, 1955, and employ an averag 
of 175 employees. We purchase nearly all of our electrical energy from the 
Bonneville Power Administration. Our power bill to the Government for the 
year 1955 will exceed $1 million. 

I would like to point out that our utility is considered to be small as compared 
to the city of Seattle and Tacoma Department of Lighting and the private utilities 
operating in the Northwest, all of which have considerable generation, both 
hydro and steam. However, as public agencies and cooperatives go we are con- 
sidered one of the larger systems in the Northwest. We find ourselves too small 
in size and financial ability to maintain our position in the growing power politics 
which has been brewing over the past few years in the Pacific Northwest. 
Changing administrative policies seemingly generally directed against public- 
power developments on the part of the Department of Interior through the Bonne- 
ville Power Administration has been concerning us deeply. If this approach 
continues much longer I fear for the future of all small public-power systems in 
our area, 

All through the 1940’s those responsible for the operations of our utility were 
convinced that the Bonneville Power Administration was at least attempting 
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to help our county grow through the supply of adequate power. We were offered, 
needed, and used many types of wholesaler-retailer advice and consultation from 
ihe Bonneville Power Administration. Its staff consisted of experts in the field 
and exercised regional control of Bonneville policies and practices right in the 
region, Of recent date this type of relation and service has nearly disappeared. 
On the other hand we have reason to believe that the large utilities through their 
almost continuous association and pressures with the Department of Interior 
officials in Washington, D. C., and Portland, Oreg., have been guiding the admin- 
istrative policies and practices as it affects power supply in our area. 

Our power contract with the Bonneville Power Administration is a 20-year 
so-called requirements contract. It was entered into at a time when Officials of 
the private utilities anticipated the Government would always have a surplus of 
electrical energy for sale in the Northwest. At the time our board executed our 
original contract none of the large utilities were interested in long-term firm 
power. Our contract also provides that we will purchase all of our energy from 
the Government at rates to be set by the Department of Interior and it further 
requires that we not generate or purchase from others any electrical energy 
beyond that normally supplied through our existing steam powerplant. There 
are many other provisions favorable to the Bonneville Power Administration in 
this contract. 

We and other operators have found that by extending enough resistance to 
unreasonable requests on contractual changes that we have been able so far to 
generally provide delaying action until committees such as yours can take required 
action, Congress being after all the board of directors of Bonneville Power 
Administration. For example, during 1951 it became apparent that we would 
need what appeared routine additional transformation on the part of Bonneville 
Power Administration in order for us to meet our loads during 1956. Bonneville 
representatives agreed on this point. In order to develop our transmission sys- 
tem up through the period of 1956 to be ready to take the additional capacity it 
became necessary for Bonneville to install certain customer service facilities 
prior to the installation of the additional transformation equipment. At first we 
were told that this facility, a second breaker position, would be made available. 
This breaker installation was to be installed during the fall of 1953. We 
attempted to have our contract amended to provide for this additional facility 
but were put off by the representatives of the Bonneville Power Administration. 
We were told that certain policies were being considered in Washington, D. C. 
Finally, about the time the breaker was being installed, we were advised that 
we could not have an amendment to our existing power contract but that the 
administration would require a complete new contract which would have in it 
pull-back provisions in our requirements contract and certain limitations as 
to the amount of load that could be added to our system without first obtaining 
the Administration’s consent. Investigation proved that these provisions largely 
resulted from and as a result of contract provisions negotiated with the private 
utility companys in the Northwest. We, of course, objected to this procedure 
contending that our power contract was firm and that we would do almost any- 
thing to avoid changing under these circumstances. I am attaching copies of 
the last three pieces of correspondence with Bonneville Power Administration 
on this subject which I feel are self-explanatory. We did not enter into a new 
contract with Bonneville but are paying instead a little over $400 a month for 
rental of the breaker position in question. Bonneville is installing more trans- 
formation capacity next fall to take care of our immediate needs. 

I mention the above case as a specific example wherein I feel that the Depart- 
ment of Interior attempted to force our relatively small utility into a contract 
which in its details would have found us, if we had submitted, contracting away 
the preference and priority provisions of the Bonneville Act to say nothing 
of giving away a contractual right. 

I do not want this subcommittee to get the impression that we have not con- 
tinued to have very good relations with the local Bonneville Power Administra- 
tion’s representatives but I would like to leave the impression that we feel that 
there is considerable pressure from the Department of Interior’s Washington 
offices to keep us satisfied in the field as far as possible and at the same time have 
more and more advantages go to the large utilities. We cannot help but feel 
from our experience that rather than being in a favorable position as a pref- 
erence and priority customer we are being actually somewhat discriminated 
ugainst. We feel that perhaps the law is being reversed through administra- 
tive action. 
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It seems to me that this kind of action casts the entire Bonneville Power 
Administration’s entire operation upon a sea of uncertainty making its direction 
more and more susceptible to the winds of chance or pressure from large corpora- 
tions and political contributors. Therefore I most earnestly and respectfully 
recommend that the committee conduct a detailed and searching investigation 
of the Interior Department’s absentee, remote-control conduct of this Northwest- 
Columbia River power system. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland 8, Oreg., March 23, 1954. 
Mr. O. G. HITTLE, 
Manager, Cowlitz County PUD, 
Longview, Wash. 

Dear Mr. Hitrte: This is in response to your letter of February 19, 1954. You 
asked whether load growth on your system requiring increased substation facil- 
ities by the Bonneville Power Administration will necessitate revision of your 
existing power requirements contract. 

It seems clear that this administration is obligated to your district to provide 
its requirements in accordance with your present contract. This would be at 
existing. points of delivery. It is also clear that your district is obligated to 
tuke such portion of your requirements as cannot be furnished by your own 
generating facilities from the administration at these existing points of delivery. 

Very truly yours, 
Wa. A. PEARL, Administrator. 





PuBLIc UtiLity District No. 1, or CowLitz CouNTY, WASH., 
February 19, 1954. 
Dr. WILLIAM A. PEARL, 
Administrator, Bonneville Power Administration, 
Portiand 8, Oreg. 

Deak Mr. PEARL: We have your letter dated February 18, 1954, in reply to 
my letter of February 9. 

It is noted that in the second paragraph of your letter, reference is made 
to the installation of additional facilities being contingent upon contractual 
arrangements which would permit the Department of the Interior to fulfill its 
other contractual obligations. I would like to ask whether you desire us to 
understand that load growth on our system requiring increased substation 
facilities on the part of the Bonneville Power Administration at existing de- 
livery points would necessitate contractual provisions other than the provisions 
of our existing requirements contract. It has always been our understanding 
that our load growth at existing delivery points would be met as required, and 
to this end we have exerted every reasonable effort to coordinate our load fore- 
casts with those of Bonneville so that ample time and opportunity would be 
provided for the installation by Bonneville of all the facilities required to meet 
anticipated load growth. Quite apart from the question of an additional point 
or points of delivery, it would be deeply appreciated if we could have a further 
clarification of this statement in your letter as it relates to additional require- 
ments at existing points of delivery. 

We appreciate the opportunity you are providing for us to discuss this matter 
with you. 

Yours very truly, 
O. G. HirrLe, Manager. 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
Portland 8, Oreg., February 18, 1954. 
Mr. O. G. H1ITTLE, 
Manager, Cowlitz County PUD, 
Longview, Wash. 

DEAR Mr. HITTLE: Thayk you for your letter of February 9, 1954. It was 
helpful to me to meet with Mr. Cole, Mr. Mandley, and yourself and to discuss 
the problems now facing the district and the Administration with reference to 
service to your organization. In accordance with Mr. Cole’s request, Mr. Jones 
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on February 10, 1954, wrote to him outlining the proposed changes to be made 
in your contract in the event the district chooses to take a new 69 kilovolt 
point of delivery at the circuit breaker provided for that purpose by the Bonne- 
ville Power Administration rather than to lease or purchase the installation. 

It is unfortunate that you were not made sufficiently aware of the Depart- 
ment’s policy with respect to contract changes so that this matter could have 
been settled earlier. I am sure, however, that you understand now that con- 
sideration of additional points of delivery to the district or the installation 
of additional facilities by this administration to serve the district would need 
to be contingent upon contractual arrangements which would permit the De- 
partment of the Interior to fulfill its other contractual obligations. 

Very truly yours, 
Wa. A. PEARL, Administrator. 

Mr. Hirrie. There are three substantiating letters attached to my 
statement, as part of the record. 

The principal point I would like to raise with the committee, and 
it follows along very closely with the one that Mr. Wooden was trying 
to bring out except that in our particular situation we carried the 
point out a little further than the West Oregon Electric Cooperative : 
we were told that in our case we could be supplied through our regular 
contract additional power requirements—we are a preference cus- 
tomer—at our existing points of delivery, back in 1949-50, and that 
is not included in the statement here. 

I am just giving you a little background on it. And then subse- 
quently, after appropriations were requested, and so on, and approved 
through the Federal Government, the timing on the final installa- 
tion of this facility would be next fall, but in the meantime, in order 
for us to coordinate our facilities with Bonneville’s there had to be 
an interim circuit breaker position provided so that we could get our 
transmission lines out of this substation. 

It was through that period when we had expected to retain our 
existing contract that we were informed by the Bonneville Power 
Administrator that in order for us to receive additional power, we 
would have to sign a new contract. 

We, of course, discussed this in detail with the Bonneville staff, I 
even talked a little bit with some of the Department of Interior 
people, and I found that they were developing new policies relative 
to requirements. That was largely as the result, in my opinion, of 
extended conferences with the private utilities and some of the larger 
municipalities in our area who did not have these requirements con- 
tracts and had suddenly realized that they were something up there. 

Bonneville had agreed with them that they would get all of us to 
accept provisions in our contracts that would have holdback clauses 
and certain restrictions. 

The attitude was that all of us, sooner or later, would have to have 
changes in our facilities to supply our growing needs, and that they 
would get us before our present contracts were out, or even perhaps 
before the time would be reached when the power in the Northwest 
would disappear through present policies of not too many new starts 
which were timed for somewhere around after 1960. 

But we have at least been able to hold the line by our resistance. 
We are a small utility, and raising some questions, and, through 
expenditures we wouldn’t otherwise have made, we have been able 
to retain our present contracts. 

But what we are fearful of is, what does the future hold for us. If 
this condition is allowed to persist—and when I heard and read in 
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the paper this committee was appearing out here, I considered that 
the United States Congress is the only board of directors that the 
Department of Interior and the Bonneville Power Administration 
have, and we should have an opportunity, when cases like this come 
up, to present our testimony. 

I believe that sums it up pretty well. I appreciate the opportunity 
of being here. 

Mr. Cuuporr. Do you have any questions, Mr. Knox? 

Mr. Knox. I would like to pass for the moment. 

Mr. Cuuporr. Mr. Hoffman ? 

Mr. Horrman. No, I haven't. 

Mr. Cucporr. Mr. Moss? 

Mr. Moss. I haven’t finished reading the statement. I don’t have 
any questions. 

Mr. Cuuporr. I have no questions. 

Do you want to finish reading the statement, Mr. Knox, before you 
ask questions ? 

Mr. Knox. IT don’t really believe I have any question, outside of, 
I may ask you, Mr. Hittle: 

You have no immediate concern. You are thinking of what may 
happen in the future; is that correct ? 

Mr. Hirrie. Yes, through the apparent development of pressures. 
We are too small. I am fearful, actually, of the fact that we are too 
small to present our problem. 

I don’t doubt that if we were large enough to have people contact 
the Department of the Interior officials in Washington, that we would 
be able to convince them that perhaps we have a good case, too, but 
we are small and we can’t afford it, although, as public utilities go, 
we are up there considered one of the largest in the area. 

Mr. Knox. I note here, Mr. Hittle, in the letter from Mr. Pearl, 
the Administrator of Bonneville Power Administration, dated March 
23, 1954, Mr. Pearl, in the second paragraph, states: 

It seems clear that this administration is obligated to your district to provide 
its requirements in accordance with your present contract. This would be at 
existing points of delivery. It is also clear that your district is obligated to take 
such portions of your requirements as cannot be furnished by your own generat- 
ing facilities from the administration at these existing points of delivery. 

Do you, then, have your own generating system and have firm power 
commitments from Bonneville; is that right? 

Mr. Hirrix. Yes. 

Mr. Knox. And you have had no difficulties. in taking the require- 
ments under your contract? 

Mr. Hrrrir. No; we haven’t to date. 

Mr. Knox. You must have some growth, so there shouldn’t be any 
question in the future, should there? 

Mr. Hirrie. We are worried about the future. We are told that by 
1963 that we don’t know where we will be with our power supply. 

Mr. Knox. When does your present contract expire? 

Mr. Hirrie. It has 16 more years to go. 

Mr. Knox. Why should you be concerned about 1963 ? 

Mr. Hirrir. It depends upon what happens, whether pressures 
might be worked where we might actually be talked into contracting 
away a part of our good contract, as well as giving away some right 
by contract that we might have in the Bonneville Act. 
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Mr. Knox. You had better watch it closely. 

Mr. Hirrie. We certainly intend to, and that is why I am down 
here. 

Mr. Knox. I have no questions. 

Mr. Cuuporr. Thank you, Mr. Hittle. 

Is Mr. Norwood in the room ? 

1 think that we got this statement some time ago. 

Mr. Norwoop. Yes, sir, Mr. Chairman, this statement was delivered 
to Mr. Jonas on Sunday, in accordance with his request at Idaho Falls 
last Friday. 

Mr. Cuvporr. Will you identify yourself for the record, Mr. Nor- 
wood ¢ 

Mr. Horrman. When did the rest of us get ours, this morning, Mr. 
Norwood ¢ 

Mr. Cucporr. They were in everybody's mailbox, weren't they? I 
know that I gave instructions that each member was to get it on Sun- 
day, when we received it from Mr. Norwood. 


FURTHER STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY, 
NORTHWEST PUBLIC POWER ASSOCIATION 


Mr. Norwoov. There was a copy furnished to everyone just before 
noon today. That is when I ran out of copies. 

Mr. Chairman, my name is Gus Norwood. I serve as executive sec- 
retary of the Northwest Public Power Association, which consists of 
99 consumer-owned electric systems in Idaho, Oregon, Washington, 
Montana, and Alaska, which in turn serve some 1,750,000 people in 
this region. Fifty of these systems borrow funds from the Rural 
Electrification Administration. 

Asa part of my contribution to your hearing. I have prepared a case 
study in five pages, which I think would take too much time to read. 
I would like to submit it for the record at this time. 

Mr. Cuvporr. Without objection, it will be received in the record. 

(The prepared statement submitted by Mr. Norwood, in full, is as 
follows :) 


STATEMENT OF GUs NorWoop, EXECUTIVE SECRETARY, NORTHWEST PUBLIC Power 
ASSOCIATION 


Mr. Chairman and members of the committee, ny name is Gus Norwood. I 
serve as executive secretary of the Northwest Public Power Association, which 
cousists of 4 consumer-owned electric systems in Idaho, Oregon, Washington, 
Montana, and Alaska, which in turn serve some 1,750,000 people in this region. 
Fifty of these systems borrow funds from the Rural Electrification Adminis- 
tration. 

Almost all of these systems directly or indirectly purchase power from Federal 
cenerating plants and generally under contracts with the Bonneville Power 
Administration under the Bonneville Act of 1937. Today our member utilities 
pay BPA about $15 million per year for power and this figure is rising to about 
S30 million by 1960. 

The Columbia River power system is a self-liquidating investment of the 
Federal Government on which all operating, maintenance, administrative ex- 
pense, interest and debt repayment must be paid by the electric consumers. 
There is no subsidy. In fact the electric consumers must also pay a tax or 
subsidy to the million-acre Columbia Basin project which will amount to at 
least $450 million before it too is paid. In addition we have built up a surplus 
with the United States Treasury of about $110 million. 

The Bonneville Power Administration has wholesale power contracts with 67 of 
our city, utility district, and cooperative systems. These are generally 20-year 
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requirements contracts. They are about the best type of power contract ob- 
tnuinable because they assure each utility for the life of that contract that the 
Bonneville Administrator will fulfill all power needs of the system. Let me ex- 
plain that these contracts are not like the SPA and Bureau contracts of which 
you have heard so much where there is stipulated a definite amount of load and 
if that load is reached there must be a renegotiation of the contract. We are 
proud of our pattern of wholesale power contracts. They represent an evolu- 
tion of thinking and thousands of hours of negotiations and public hearings ¢ov- 
ering 18 years. The pattern has worked well until recently. 

Two things oecurred in early 1953 which led to a decision by the Bonneville 
Power Administration to ask for two amendments to our power supply contracts 
Firstly we had a new administration and secondly Bonneville began to feel 
uneasy about signing additional 20-year requirements contracts in view of the 
no-new-starts policy. No new dam had been started since 1950. It therefore 


looked like the public and cooperative systems by 1965 would be using all of the 





available Federal power except for certain firm power industrial contracts. 
The first of the new clauses required permission from BPA before any utility 

in any one year connected a new industrial load of 10,000 kilowatts or more. This 

abridged our contracts somewhat but not too seriously. Weare not happy about 


it: but I will net mention it further. 


CLAUSE TO SHARE POWER SHORTAGE 


The second clause is the subject of my testimony today It appears 1} me 
BPA contracts with public and cooperative systems. It is located in the General 
Contract Provisions, which are dated January 11, 1954 and identified GCP Form 
REA-10, GCP Form City-10, and GCP Form PUD-—10 and are appended on the 
applicable contract as an exhibit. The clause reads as follows: 


Where Gorernment supply i? su fficie) t 

“If for any year commencing on July 1 the Government's supply of firm power 
is estimated by the Administrator to be insufficient to serve in full (1) the require 
ments of the purchaser hereunder (or such portion of such requirements as is 
stipulated in the contract), (2) the requirements of other public body, cooperative 


and Federal agency customers of the Government, and (3) commi nts t tk 





t + ¢ 


customers of the Government whose supply is not subject to curtailment in favo 
of such public body, cooperative, and Federal ageney customers, the Government's 
obligation to supply the purchaser hereunder during such year shall be limited 
to the amount of firm power supplied to the purchaser in the immediately preced 


ing vear: Provided, however, That the Administrator will give at least 5 vears’ 
prior written notice to the purchaser before invoking this provision: Provided 
further, That the limitations of this provision shall not be invoked unless the 


Administrator limits the amount of firm power supplied by the Government to all 
other public body, cooperative. and Federal agency customers during such year to 
the amount of firm power supplied to such Customers in the immediately preceding 
year.” 

This clause means that on 5 years’ notice the Administrator, in the event « 
insufficient power supply, can cut our systems back so as to share the shortage 

Our people opposed this clause quite strongly. Discussions lasted through 1953. 
Then the new administration merely announced that this wolld be it and if any 
system wanted a new point of delivery there would be a new contract and the new 
contract would contain the new clause 

Up until that time our systems had been getting new points of delivery without 
the necessity of renegotiating the contract. It was formerly dene by means of a 
routine amendment. 

Several systems declined to ask for new points of delivery but instead went to 
much expense to struggle along with existing substations. Let me explain that 
enlargement of substations by BPA installing a larger transformer did not require 
contract changes. Other systems being in desperate need signed the new contract, 
some under protest, and all did so reluctantly. 


¢ 


THE PULLBACK CLAUSE 


In juxtaposition to the above clause in new BPA contracts with public and 
cooperative agencies it must be noted that section 5 (a) of the Bonneville Act of 
1937 already contains a clause commonly described as the “pullback clause” which 
applies to private utility corporations and reads as follows 
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“Section 5 (a) (2) 

“Tn the case of a contract with any purchaser engaged in the business of sell- 
ing electric energy to the general public, the contract shall provide that the Admin- 
istrator may cancel such contract upon 5 years’ notice in writing if in the judg- 
ment of the Administrator, any part of the electric energy purchased under such 
contract is likely to be needed to satisfy the requirements of the said public bodies 
or cooperatives referred to in this act, and that such cancellation may be with 
respect to all or any part of the electric energy so purchased under said contract to 
the end that the preferential rights and priorities accorded public bodies and 
cooperatives under this act shall at all times be preserved. * * *” 

This clause helps to prevent any Administrator from serving a private utility 
while refusing service to a public or cooperative system. The clause has not 
been needed so far. 


INDUSTRIAL PULLBACK CLAUSE 


The above pullback clause does not apply to contracts with private industrial 
plants such as the large aluminum plants which use about a third of our power 
supnly. 

However, in early 1953 these industrial firms became worried about their long- 
range power supply. Even if all private utilities were cut off in 1965 there 
would not be enough power to go around. Many firms had older contracts with 
expiration dates in the 1960’s. By asking for a new 20-year contract they would 
obtain an expiration date of 1973. 

But Dr. Raver who was then BPA Administrator advised them that he could 
not overcommit the Federal Government. The system would reach the bottom 
of the power barrel in the early 1960’s and thereafter unless new dams were 
built he would have to cut back first on private utilities, and then as contracts 
permitted on industrial uses. 

At first the Administrator declined to renew industrial contracts. After 
many more negotiations, however, he came up with what I shall call the indus: 
trial pullback clause. This clause appears, for example, in the 20-year Kaiser 
Aluminum contract for the Spokane reduction plant dated January 7, 1954. It 
covers 189,000 kilowatts of firm and 162,000 kilowatts of interruptible power. 
It is really a big power contract. 

In this January 7, 1954, Kaiser Aluminum contract section 3 (b) states that 
on or after July 1, 1965, the Administrator shall be permitted to cut back the 
firm power supply as necessary to meet the requirements of public and coopera- 
tive systems. I shall not quote section 3 (b) because it is very long and obtuse. 
However, the meaning and the situation is clear. BPA makes load forecasts 
which show the probable demand of each public and cooperative agency. To 
this is added firm industrial load. By 1965 these requirements will reach the 
bottom of the barrel. Under the industrial pullback clause the intent of the 
law is maintained. 


NOVEMBER 38, 1954 


On November 3, 1954, according to our best information the Assistant Secre- 
tary for Water and Power, Mr. Fred Aandahl, sent a telegram to Dr. Pearl, the 
Bonneville Power Administrator, directing post haste that the industrial pull- 
back clause in the January 7, 1954, Kaiser Aluminum contract be deleted, and 
that the full 189,000 kilowatts of firm power thereby be assured and guaranteed 
to that firm until the end of the contract, namely January 7, 1974. 

On December 1, 1954, BPA Administrator, Dr. William Pearl, executed the 
amendment. It is entitled “Supplemental Agreement No. 1 to Contract No. 
14—-03-001- 10597.” 

At once the other industries demanded and received the same extension, that 
is, the pullback clause was removed for all. 

Here are some instances. Note the sequence of dates. 

1, December 1, 1954: Kaiser-Spokane aluminum reduction—189,000 kilowatts 
firm power, amending January 7, 1954, contract. 

2. December 1, 1954: Kaiser-Spokane aluminum rolling mil—35,000 kilowatts 
firm power, amending January 7, 1954, contract. 

3. December 1, 1954: Kaiser-Tacoma aluminum reduction—50,000 kilowatts 
firm power, amending January 7, 1954, contract. 

4. December 15, 1954: Carborundum—amending January 15, 1954, contract. 

5. December 15, 1954: Keokuk Electro-Metals—amending August 20, 1954, con- 
tract. 
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6. January 12, 1955: Hanna Nickel Smelting Co.—amending May 19, 1954, 
eontract. 

7. March 22, 1955: Victor Chemical—35,100 kilowatts amending former con- 
tract as of August 31, 1953. 

8. June 14, 1955: Anaconda Aluminum Co., 111,000 kilowatts firm power, con- 
tract effective 20 years from February 21, 1955. 

In the aggregate these and other contracts involve over 500,000 kilowatts of 
firm industrial load on which the Federal Government by the act of Mr. Aandahl 
has guaranteed as to delivery after July 1, 1965, and until the contract termina- 
tion dates almost 10 years later. 

This action was taken in the full knowledge that the Government did not have 
the energy available to deliver. 


PUBLIC AND COOPERATIVE AGENCIES GET KICK IN PANTS 


The removal of the industrial pullback clause must be understood in terms of 
what power is being taken from whom and given to whom. 

It will be recalled that each public and cooperative agency is being required to 
accept a pullback clause which may be enforced at any time upon 5 years’ notice. 
Our systems theoretically can be hit as early as 1960. ‘This pullback clause is 
being forced upon our systems with considerable duress. No new points of 
delivery and no other contract amendment is permitted unless our system 
knuckles under. 

Yet at the same time the Interior Department is unilaterally committing 
500,000 kilowatts of firm power after July 1, 1965, which the Department cannot 
deliver except by first taking it away from the public and cooperative systems. 


WHAT SAYS THE LAW? 


The Bonneville Act section 5 (a) (2) is crystal clear in requiring a mandatory 
pullback in all private utility corporation contracts. 

Clause after clause makes abundantly clear that power shall at all times be 
made available first to public bedies and cooperatives. Preference is also 
declared for use of power by the “general public, particularly domestic and 
rural consumers.” 

NO PUBLIC HEARINGS 


The industrial contracts were amended, so we learned later after extensive 
study within the staff of the Bonneville Power Administration. The staff appar- 
ently rejected the deletion of the industrial pullback. Apparently the Adminis- 
trator agreed with this staff. Then came the order from Washington, D. C. 

But there was no publicity, no public notice. Even when the contracts became 
available months later the language is so obtuse that a great deal of study becomes 
necessary for anyone trying to determine what is being pulled. 


SUMMARY 


It is my personal opinion and one not too widely shared, that the highest 
standards of integrity in contract administration does require the insertion 
of the pullback clause not only in private utility and industrial contracts but 
also the contracts of public and cooperative agencies. 

The uncertainty of power supply after 1961 warrants and requires a cautious 
contract policy. 

However, by no stretch of the legal imagination can such a clause be permitted 
in public and cooperative contracts without being inserted in all industrial 
contracts, 

Without having made an exhaustive legal analysis it is my considered opinion 
that the action of the Interior Department in ordering the removal of the in- 
dustrial pullback clauses is ultra vires. It is also my view that any new indus- 
trial contracts which do not contain the pullback provision are contrary to 
law on the grounds that the Secretary of Interior is not authorized by Congress 
to sell power which he does not have available to sell, and that he may make 
no commitment which does not first meet the needs of public bodies and co- 
operatives. 

RECOMMENDATION 


In view of these facts it is recommended that your committee make inquiry 
of the Department of Interior for its explanation of this conduct. 
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Why did the Bonneville staff object to deletion of the industrial pullback 
clause? 

Boonie improperly deleted the pullback clause from industrial contracts why 
does the Department harass the public bodies and cooperatives by requiring in- 
clusion of this clause in their contracts? 

Mr. Norwoop. My case study has to do with an instance in which the 
Bonneville Power Administration, in our opinion, has reversed the 
preference clause by means of inserting in contracts, future contracts of 
the cooperative : a public agencies, a pullback clause such as was men- 
tioned by Mr. Lee W ooden and Mr. Glen Hittle, a pullback clause 
which is designed to share prospective long-range power shortages. 

At the same time that we are being forced to ace rept this kind of 
a pullback clause, we had an instance here between December 1, 1954, 
and January 15 of 1955, where a papas of industrial contracts w hich 
had been provided with a pullback clause in early 1953 were modified 
unilaterally by the removal of all pullback clauses. 

The effect of this action in late 1954 and early 1955 was to change 
the status of about 500,000 kilowatts of power to which otherwise our 
agencies would have preference, and instead to make that amount of 
power apparently beyond our reach, so that after 1965 that power, 
approximately 500,000 kilowatts, is reserved for industrial purposes, 
and thus our public and cooperative systems are deprived of that 
block of power because it is tied up with industrial contracts running 
into the early 1970's 

That is a very quick summary of my case, which should be con- 
sidered by the committee as another e example where the Interior De- 
partment, by administrative action, is reversing the preference 
clause and is indicating an attitude adverse to the public and coopera- 
tive systems. 

The pullback clause which you have heard about in other parts 
of the country was put into contracts on a voluntary basis by various 
Government agencies. In the case of the Pacific Northwest, the Con- 
gress itself requires a pullback clause. 

You will read it on the bottom of page 2 of my testimony. That, in 
the case of any private utilities, there must be a pullback provided 
so that on 5 years’ notice, the power can be called back by the Ad- 
ministrator for the purpose of serving public and cooperative bodies. 

In the case of the industrial contracts which the Bonneville Ad- 
ministrator signed in early 1953, this type of pullback clause was 
inserted in the contracts, ir the earliest at which the power could be 
pulled back was July 1, 1965, and so it is from the period of July 1, 
1965, to early 1970’s that this block of 500,000 kilowatts was uni- 
laterally boxed away from where it could be reached by the public 
and cooperative bodies. 

Mr. Hittle previously mentioned that if there are no new starts in 
Pacific Northwest, we begin to run out of power around 1963, and 
therefore, as we look ahead under our requirements contracts, we 
find that we will be reaching the bottom of the power barrel, and yet 
by this action the Interior Department has gone under the barrel and 
has sold power and has committed power which we know we will 
need during that period, and has deprived us of power which we would 
like to see retained on schedule for us and which, under the law, we 
have the right to have reserved for our use. 

It is not my intention, Mr. Chairman, to digest this thing in com- 
plete detail. My only object here today is to indicate this area to the 
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committee and your staff as an important example of where we 
think there has been a case of malfeasance because, as our attorneys 
advise us, the removal of the pullback clause from the Interior De- 
partment contracts with these industries is an act which is ultra vires, 
an act beyond the ability, beyond the legal right of the administrators 
to give away. They are giving away power which is already 
committed. 

Thank you, Mr. Chairman. 

Mr. Cuuporr. Mr. Knox, do you have any questions / 

Mr. Knox. Mr. Norwood, the 500,000-kilowatt block of power that 
you have referred to, is that all industrial that the pullback clause 
has been removed or extended ? 

Mr. Norwoon. Yes, sir. 1am probably low on the 500,000 kilowatts 
in the interests of being conservative in my statement. 

At the bottom of page 3 and the top of page 4 of my statement | 
list 8 contracts which I have personally examined, industrial con 
tracts which did have a pullback clause. 

I give you there the amount of firm power in each one. For example. 
the Kaiser aluminum reduction plant at Spokane all by itself will 
have 189,000 kilowatts of firm power involved in this category. 

Mr. Knox. If the so-called 500,000—we will use 500,000 kilowatts 
as a figure—could not be committed as firm power to the industries, is 
there some possibility that the industry may look to some other source 
a 

Mr. Norwoop. If there are no new dams or other resources of power 
provided i in the region, then the squeeze comes on and someone is left 
short. 

Under the Bonneville Act, the private utilities will have to back 
away, and then we would normally expect industrial plants would 
have to back away. 

Let me make it clear that we are primarily in favor of getting new 
dams on, so that nobody will be short. That is our real purpose, our 
real objective. We don’t want anyone to be short. 

Mr. Knox. Has this industry that you have reference to contem 
plated an expansion ? 

Mr. Norwoop. I am not aware as to whether they are expanding at 
the present time or not. I believe their operation is pretty well 
stabilized, the size of it. 

Mr. Knox. Mr. Chairman, not being familiar with the proposed 
regulations which Mr. Norwood has referred to, I shall decline to 
ask further questions until we have our meeting in Washington, and 
we will be able to get the full facts from the Interior Department, and 
their justification. 

That is all. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. Mr. Norwood, where were you born and where did 
you spend your early childhood, and where did you get your education 
prior to the time you entered Annapolis? 

Mr. Norwoop. I was born in Chicago. However, by the time I was 
2 vears old we moved into a rural area about 20 miles west of Chicago, 
near Elmhurst, [l., where I attended grade school, high school. I 
attended Elmhurst College, a church school, for 2 years, and at that 
time received an appointment to the United States Naval Academy. 

Mr. Horrman. And finished there in an engineering course ? 
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Mr. Norwoop. I graduated from the United States Naval Academy, 
where everyone takes the same course, which is primarily engineering, 
and then had about seven and a half years of naval duty which was 
primarily engineering duty. 

Mr. Horrman. You say the educational course at the Academy is 
primarily engineering ? 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. I will accept your statement. 

My grandson, who finished down there, told me—well, let’s forget 
it; that’s all personal. 

Then you went to Harvard? 

Mr. Norwoop. After I resigned from the service, I went to Harvard, 
in 1946-47. 

Mr. Horrman. After 7 years’ service in the Navy, you went to 
Harvard and took engineering there? 

Mr. Norwoop. And took a course in public administration. 

Mr. Horrman. Pardon me; you so testified over at Idaho Falls. 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. And were you engaged in any other activities at 
Harvard? 

Mr. Norwoop. No, sir; I didn’t have any time for anything besides 
my studies. I was very busy trying to get my degree and get to work. 

Mr. Horrman. And then you went into, shall we call it, private 
industry? Then you went into service with the public utilities / 

Mr. Norwoop. I was employed by the Northwest Public Power As- 
sociation on November 1, 1947. 

Mr. Horrman. And that is an organization which transacts what 
volume of business, approximately ? 

Mr. Norwoop. Our total budget at the present time is about $22,000. 
It is a service office. We have a library, have one girl in the office, 
and we act as a clearing house for our 99 electric systems. 

Mr. Horrman. And the companies which you represent and for 
which you are a service organization does a business of approximately 
what volume in dollars ? 

Mr. Norwoop. Let’s see. Their total investment is about $700 mil- 
lion. I should think their annual gross business would be just under 
$200 million a year. 

Mr. Horrman. What kind of taxes do they pay, the companies which 
you service? Do they pay school taxes ¢ 

Mr. Norwoop. They pay a great many. I would say, in general, 
that they pay most taxes to which electric utilities are subject, except 
Federal income tax. The only real tax they are all exempt from is the 
Federal income tax. 

Mr. Horrman. Pardon me if I interrupt, because there are just 
certain things that I want to know and not others. 

Mr. Norwoop. In addition to—— 

Mr. Horrman. I just want to ask a couple of questions. 

Mr. Norwoov. Mr. Chairman, I think I should complete that answer. 

In addition to taxes, many of them must pay in lieu of taxes. They 
make payments in lieu of taxes, which are over and above what a 
private utility would be required to pay. 

Mr. Horrman. Do you service any co-ops? 

Mr. Norwoop. Yes,sir. We have about 50 cooperatives in the mem- 
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Mr. HorrMan. Do co-ops pay township taxes or city taxes ? 

Mr. Norwoop. In different States it varies. For example, in Ore- 
gon, instead of paying property tax on cooperative lines, they pay 
2 percent of gross revenues. 

Mr. Horrman. They do not pay property taxes,do they? Asa gen- 
eral rule, cooperatives do not pay. 

Mr. Norwoop. As a general rule, they do not pay property taxes. 

Mr. HorrMan. They do on their property. 

Mr. Norwoop. I have seen national surveys. It varies from State 
to State, but as a general rule cooperatives pay a property tax; I would 
say probably a third of the States’ cooperatives pay gross revenue 
taxes, 

Mr. HorrmMan. Do they in Nevada, do they in Utah, do they in Colo 
rado, do they in Arizona ? 

Mr. Norwoop. I can’t pinpoint those particular States. 

Mr. Horrman. You wouldn't say that they do, would you, in those 
Sti ents 

Mr. Norwoop. I would say there is available to you a survey made 
by the National Rural Electric Cooperative Association about 3 years 
ago which would give you that answer for each State. 

Mr. Horrman. | realize that. That is why I was asking you. I 
thought maybe you, in view of your statement here, had some informa- 
tion which you could give us on that, as to the amount of taxes which 
these companies which you service, or organizations, we will call it, 
which you service, pay—that is, municipal taxes. 

Now, these municipalities which you represent, they do not pay any 
municipal tax, do they ? 

Mr. Norwoop. Seattle City Light, for example, pays about $314 
million taxes a year. 

Mr. Horrman. To itself ? 

Mr. Norwoop. Pays it to itself, to the Federal Government in con- 
nection with the Federal Power Commission licenses, to the State 
government in connection with a 3.2-percent electricity tax, and busi- 
hess and occupation taxes. 

Mr. Horrman. Does the city of Seattle pay on its municipally 
owned property a tax to itself ? 

Mr. Norwoop. It makes a payment in lieu of taxes to itself; yes, sir; 
to itself. 

Mr. Horrman. Is the city of Seattle assessed on the city-owned prop- 
erty in the same manner and to the same extent as is a private 
individual owning like proper ty? 

Now, you know it isn’t, don’t you, or don’t you ? 

Mr. Norwoop. I am just not familiar enough with the details of 
how the Seattle tax is computed, but the total tax in Seattle is $314 
million a year. 

Mr. Horrman. I am familiar with all that argument that in lieu 
of taxes these organizations, including the coop which you represent, 
pay taxes or equal sums, or equivalent sums, comparable sums—but 
what I am trying to discover is whether the city of Seattle will—and 
some of these others, for that matter, owning a fire station or a police 
station—whether the city puts that on the local assessment rolls and 
assesses against it and collects the tax, as if I owned it or you owned it. 

71597—56——74 
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Mr. Norwoop. No, sir; I don’t think there is a State constitution 
that will permit a city to put its own property on the tax rolls. 

Mr. Horrman. So we can say, speaking broadly and generally, the 
municipalities do not pay taxes comparable to individuals or organi- 
zations which own similar property, can’t we? 

Mr. Norwoop. No; I don’t think we can say that. 

I was just thinking, as your question was going on here, that I 
would estimate that our systems pay, by and large across the region, 
somewhere between 10 and 15 percent of their gross revenues as taxes. 

In addition to that, many of those systems have net income which 
also are dedicated for tax purposes, and if the net income is regarded 
as an additional payment in lieu of taxes, I would say that probably 
our systems are making a contribution to Government of about 20 
percent of their revenues. 

Mr. Horrman. IT understand your procedure all right, and the way 
you answer questions, and your purpose is, as I get it—and that is a 
legitimate purpose—to show that these organizations which you serv- 
ice pay in total amount a tax similar to that which a private organiza- 
tion would pay, but that isn ‘t what I asked you. 

What I am asking you is whether, where the municipalities own 
property—and I don’t care whether it is a fire station, vater station, 
or plant, wells, no matter what it is, real est: 
that property does not go on the tax roll and is not unniniel in the 
same way as is the pr operty of an individual or a private utility, is it? 

That isa fair and square question. Now give me an answer. 

Mr. Norwoop. I think that I would go along with that statement. 

Mr. Horrman. Yes,sure. It took us some time to get to it, didn’t it ? 
And, of course, the municipalities and the co-ops don’t pay any Federal 
income tax? 

Mr. Norwoop. That is correct, sir, because they have no income un- 
der the Federal tax laws. 

Mr. Horrman. That is, as construed by the Federal laws, the Con- 
gress has kindly characterized their income as not the income of the 
organization. 

Mr. Norwoop. The Congress has construed their income as a con- 
tribution to capital by the consumer, and that contribution to capital 
is reinvested in the system, and is not regarded as income in the sense 
that we think of it in the case of the ‘private corporations. 

Mr. Horrman. Do you know whether or not some of the co-ops pay 
a cash dividend ? 

Mr. Norwoop. I have heard of perhaps 2 or 3 rural electric co- 
operatives which have made some cash rebates to their consumers. 

Mr. Horrman. Other co-ops do, too. don’t they 4 

Mr. Norwoop. The co-ops generally have patronage dividends. 

Mr. Horrman. To give you information on that, I got a dividend 
of 87 cents from a co-op, but the co-op didn’t pay any income tax. 

Now, if we would all go into municipalities or co-ops, there wouldn't 
not be any revenue left for the Federal Government from the mu- 
nicipalities and the co-ops, would there? If we all become municipali- 
ties or if we all go into co-ops, where is the Government going to get 
the tax dollars to pay the members of this committee, we will say, for 
instance ? 

Mr. Norwoop. IT think our general experience has been that the 
activities of these co-ops 
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Mr. HorrMan. Create taxpayers. 
Mr. Norwoop (continuing). Have generated more new tax base and 
have actually increased the income, not only at the local level but 
also the Federal Government. I can give you a great many examples, 
if you wish. 

Mr. Horrman. I know you can. 

For instance, if the Federal Government builds a dam out here on 
one of these streams and develops a great amount of power, and then an 
mdustrial city grows up there, all those people in those industries 

uy taxes in to the Federal Government, and it is your contention, is 
it not, that the net result is, it is better for the Federal Government. 
They get more money, new industries, new communities. Everybody, 
the Federal Government included, is richer, wealthier 4 

Mr. Norwoop. I would qualify that only to this extent. I am not 
claiming that the additional taxes, for example, which we get from 
the aluminum plants in the Pacific Northwest should all be considered 
as additional revenue. I am only saying that those loads and that 
part of the tax base which would not otherwise be there, should be so 
considered. 

Mr. Horrman. Would you go so far as to say that then the overall 
policy of the Federal Government should be to furnish Federal funds 
to establish the co-ops and the municipalities in business which is 
iow carried on by private enterprise ? 

Mr. Norwoop. No. I believe the policy of the Federal Government 
should be to stick to a general private free-enterprise activity, but in 
the case of monopolistic areas—— 

Mr. Horrman. Such as, if you will supply it ? 

Mr. Norwoop. I would certainly include the electric business. | 
really don’t want to go beyond that. 

Mr. Horrman. Not the transportation ? 

Mr. Norwoop. No; just in the case of the elec a -utility business ; 
because of the tremendous investment involved, it is our view that 
the making available of low-cost money in the ‘ta run not only 
increases the prosperity of the area but also more than makes up in 
terms of additional tax revenues for the Federal Government. 

I don’t have this study available, but I am sure o at the Pacific 
Northwest today pays a larger percent: ige of the Nation’s Federal 
income taxes than it did, let’s say, in 193 

Mr. Horrman. And before oe ec corel began to furnish money 
for the development of power? 

Mr. Norwoop. That’s right, sir. 

Mr. Horrman. You stand on the testimony you gave along this 
same line over at Idaho Falls? 

Mr. Norwoop. Yes, sir; as far as I know. 

Mr. Horrman. Thank you. That is all. 

Mr. Cuuporr. Mr. Moss? 

Mr. Moss. Mr. Norwood, seems to me that this committee is 
interested in determining sietles laws passed by the Congress are 
being administered in a manner to confer the benefits intended by 
the Congress when they were passed. 

Mr. Horrman. Will the gentleman yield to me? 

Mr. Moss. I am busy at the moment, Mr. Hoffman. When I finish 
ny line of questioning, I will be very happy to yield. 
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You presented us a problem concerned primarily with the inclusion 
in renegotiated contracts with REA’s and other public agencies of 
pullback clauses and the elimination of those pullback clauses from 
renegotiated contracts with industrial users of power; is that correct? 

Mr. Norwoop. I would not term the last operation as a renegotia- 
tion. It was just a unilateral gift. The industries were not rene- 
gotiating their contracts, they were merely given as a gift on a silver 
platter that the pullback clauses in their contracts is pulled out. 

Mr. Moss. Then the effect is this, is it not: that the power com- 
mitted to them becomes a super priority power or commitment from 
the Bonneville total pool and is available to them in the event of 
shortage, in preference to many public agencies which, under the 
Bonneville Act, enjoy a legal status as preference customers ? 

Mr. Norwoop. That’s correct, sir. On the face of the contracts 
these industrial customers appear to have firm power contracts into 
the early 1970’s, and if there 1s a power shortage, it would appear to 
us that they will be served under their contracts and we would not be 
served. 

Mr. Moss. They would not have to be served, would they not, if 
there were other contracts having pullback clauses; they would have 
to be exercised before they could possibly curtail the commitments 
to the industrial users? 

Mr. Norwoop. The pullback clauses in the contracts of the public 
agencies would be exercised for the purpose of insuring that there 
would then be adequate power available for the industries. 

Mr. Moss. Now, as I understand your testimony, in the act itself 
there is a pullback provision for public utilities receiving power 
from Bonneville? 

Mr. Norwoop. Privately owned public utilities. 

Mr. Moss. Privately owned pablic utilities ¢ 

Mr. Norwoop, That’s right. So there is no problem there because 
the contract is automatically subject to the Bonneville Act. 

Mr. Moss. Now, some of the preference customers have contracts 
without a pullback clause ? 

Mr. Norwoop. That’s correct. All the older contracts, I would say, 
before January 1, 1953, there were no pullback issues in any pref- 
erence customer contracts, about 67 of them. 

Mr. Moss. And when did they start including or requiring renego- 
tiation for additional points of delivery, and including a pullback 
provision ¢ 

Mr. Norwoop, This was discussed extensively around the region. 
The discussions took all of 1953, and it was on January 11, 1954, that 
the new standard language, which is called general contract provi- 
sions, and is appended to our contracts as a form, merely insert these 
pages—I have this reference at the bottom of page 1 of my testimony, 
that new standard language was made available January 11, 1954, 
after about a year of discussion. 

Mr. Moss. Then, since the 1954 date, any of the preference customers 
under a requirements contract who actually require additional points 
of delivery, are now being asked to renegotiate with this provision 
included in the contract ? 

Mr. Norwoop. And as a lever to insure that they do it, they cannot 
get a new point of delivery or any material change in their conditions 
of service unless they knuckle under to the new provision. 
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Mr. Moss. The requirement, then, is being limited to load and not 
to facilities, if it is a requirement contract ? 

Mr. Norwoop. The requirement contract does permit you to increase 
your load at your existing substations. Bonneville will put in the 
udditional transformers, but they will not give you a new point of 
delivery unless you sign a new contract. 

Mr. Moss. Now, the — ial contracts, did they all contain the 
pullback clause prior to the November or December order—Novem- 
ber 3, 1954? 

Mr. Norwoop. I did not research all the industrial contracts. How- 
ever, in early 1953 when the Bonneville Administrator began to make 
it known publicly that he was reaching the bottom of the power barrel, 

most of the industries came in and asked for a new contract. 

Say, they had a contract with 15 years to run, they asked for a new 
contract so that they would have 20 years in the clear ahead of them, 
but the Administrator told them that after 1965 there would have to 
be applicable a pullback clause. 

Nevertheless, the contract extension was so desirable to the indus- 
tries, the quid pro quo was sufficient to them to inspire them to give up 
their old contracts, which had no pullback clauses, in order to get the 
new 20-year contract with a pullback clause for the period after 1965. 

Let emphasize that there was a quid pro quo, a valuable quid pro 
quo, probably worth millions of dollars which inspired the industries 
to do this, and that valuable quid pro quo was unilaterally given away 
by the action of the Interior Department, as I suggest in my testimony. 

Mr. Moss. And the final effect will be to create a special preference 
for these industrial users above the preference of the agencies entitled 
to it by law under their renegotiated contracts. 

Mr. Norwoop. And I say ‘that on the face of the contracts that state- 
ment is correct. I think that even 10 years from now the courts might 
upset it because the original act was ultra vires, but on the face of the 
contracts, this power is being taken away from us. 

Mr. Moss. These are all of my questions. 

Mr. CuHuporr. Mr. Hoffman. 

Mr. Horrman. Has your service organization, or any of the mem- 
bers you serve, challenged the action of which you now complain in 
the courts ? 

Mr. Norwoop. No, sir. We are challenging it here today. 

Mr. Horrman. Instead of going to the courts, you come to the Con- 
cress or toa committee of the C ongress. 

Mr. Norwoop. I would answer that this way, Mr. Hoffman. We are 
coming to our board of directors, our board of directors who are run- 
ning the Bonneville agency, and are complaining to you that the people 
who are working for you and are supposed to carry out laws are vio- 
lating the laws, “and I don’t think we should have to spend $100,000 
going through a court case in order to argue with our own Government. 

As I testified at Idaho Falls, it is extremely painful to us to have to 
come here and complain to you about the conduct of Government 
officials. 

Mr. Horrman. Now, in answer to that statement and argument, 
have you any idea how many hundred thousand individuals w ho have 
obtained jobs are satisfied with those jobs, are prevented from working 
because of the activities of some other organizations? 
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Mr. Norwoop. No, I have no thoughts on it. 

Mr. Horrman. I am referring to the denial of the right to work and 
to earn a livelihood, which exists in so many cities and States, includ- 
ing your State of California, especially in your packing plants, and 
has over the last 15 years, where they have gone to the courts. 

Mr. Norwoop. I have no knowledge of that. 

Mr. Horrman. [have. I am deeply concerned about it, but I don’t 
seem to be getting too far with it. 

Now, every dollar’s worth of personal property that is owned by the 
P. G. and E. appears on some assessment roll and is assessed, and the 
company pay a tax on it; does it not? 

Mr. Norwoop. I am quite unfamiliar 

Mr. Horrman. You don’t know anything about that ? 

Mr. Norwoop. I am unfamiliar with the Pacifie Gas & Electric 
Co. 

Mr. Horrman. I think I am safe in saying that it is. 

Mr. Norwoop. I presume it is. 

Mr. Horrman. But personal property similar in nature and value 
which belongs to the municipalities and to the other organizations 
which you service is not so assessed ; is it ? 

Mr. Norwoop. As a matter of technicality, it is not, but as a matter 
of practicality—— 

Mr. Horrman. I know; you always want to get that argument in. 

Mr. Norwoop. As a matter of practicality, they pay roughly about 
the same amount of taxes or tax equivalents. 

Mr. Horeman. And within the last 5 minutes you were complaining 
that private industry had a special ene here, was given a pref- 
erence, weren't you, by this pullback clause business ? 

Mr. Norwoop. No, sir. We are in favor of these industries receiv- 
ing enough power to operate for the full 20 years of their contracts. 
We think the answer to this problem basically is not to run short of 
power. 

Mr. Horrman. Didnt you say within the last 5 minutes that a 
special preference—and those are the 2 words—had been given to 
private industry by an act w hich you said was ultra vires? 

Mr. Norwoop, That’s correct, sir, on the face of these contracts. 

Mr. Horrman. And the organizations—I say your organization- 
you understand what IT mean—the ones that you service ? 

Mr. Norwoop. Yes, sir. 

Mr. Horrman. They receive a special preference with reference to 
the levying and the collection of taxes on personal property, on real 
estate, on income, don’t they? 

Mr. Norwoop. No, sir. 

Mr. Horrman. Well, they don’t pay the same that the private cor- 
poration does, do they, in taxes, technically speaking, now, if you want 
to put it that way? 

Mr. Norwoop. I want to speak technically. 

Mr. Horrman. All right. 

Mr. Norwoop. I would say that the private utilities do not pay pre- 
cisely the same taxes which our systems pay, but, in practical terms, 
our systems, roughly, pay about the same amount of taxes and tax 
equivalents that T find prevailing in the private utilities. 

Mr. Horrman. That is your argument, but my question calls for 
whether they are assessed, let us say, if you want to be fussy about it, 
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in the same way. The organizations which you represent are not as- 
sessed in the same manner, you claim in the same degree, but not in 
the same manner as is the property or the activities of the private 
corporations / 

Mr. Norwoop. That’s correct, sir. 

Mr. oe in. You will agree to that much of it, won't you / 

Mr. Norwoop. Yes. 

Mr. Horrman. But your answer to all of those questions and all the 
complaints about situations which grow out of that procedure is that 
in some other way the organizations which you represent overall pay 
as much or more than the public utilities; that is your answer, isn’t it / 

Mr. Norwoop. Their consumers pay about the same amount of taxes. 

Mr. Cuvporr. Are you through, Mr. Hoffman ? 

Mr. Horrwan. I guess so, unless some other questions come up. 
We have plenty of time. 

Mr. Cuuporr. Is there a Mr. Robert River in the room’ Did he 
wait? 

Let the record show that Mr. Robert B. River, consulting and organ 
izing secretary of the California Water & Power Users Association, 
requested that he be heard, and when called did not appear, and he 
has filed a statement. with the committee. 

Mr. Horrman. Of course, I make the same objection that I have 
heretofore, on the ground it has been the pract ice of the committee to 
afford members of the committee an opportunity to question anyone 
filing a statement. 

(The statement of the California Water & Power Users Associa 


ation is as follows:) 


STATEMENT OF Roprerr B. River, CONSULTANT AND ORGANIZING SECRETARY, 
(‘ALIFORNIA WATER AND POWER USERS ASSOCIATION, OAKLAND, CALIP. 


The California Water and Power Users Association is a California nonprofit 
corporation organized to represent its sponsoring groups and individual mem 
bers and their interests in the full and rational development of water and 
power resources throug th the construction and operation of niultiple-purpose 
projects and in efficient and economical generation and marketing of electrical 
energy by both private and public bodies. 

Sponsors and members of this association include: California State Federa 
tion of Labor, AFL, CLO, California Council of Industrial Unions, Brotherhood 
of Railway Clerks, California State Grange, Catholic Rural Life Conference 
California Farm Research and Legislative Committee. Many regional and local 
farm and labor groups. public districts, users groups and general organizations, 
plus numerous individuals. 

Represented by the association are an estimated 4 million Californians. 

On behalf of the over 4+ million Californians represented by the California 
Water and Power Users Association may we thank the House Committee on 
Government Operations and its chairman, Hon. William L. Dawson for making 
possible your visit to and hearings on the west coast. And may we especially 
thank Congressman Chudofi and the other inembers of this subcommittee for 
so answering our association’s plea and invitation of last May suggesting that 
the Far West needed the help of your investigations. 

We had hoped that your work here would include an investigation into the 
entire field of Federal operations in water and power development and admin- 
istration, not only into Federal power tarketing practices. We realize that 
the great scope of such an investigation would probably require tremendously 
more time, money, and personnel than you probably have available—especiall) 
under the present administration and its curious and frenzied activities in 
the water and power resource field. 

We further realize that even the limited present field of your inquiries con- 
fronts a very complex and extensive series of problems created over the past 
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3 years and we are grateful that you are able to have gotten this far into 
investigating the possible perversion and subversion of existing Federal laws re- 
lating to our natural resources. 

We are sure that agencies and groups most directly affected by the power 
operation and power marketing practices of Federal agencies in California 
will be most adequately heard by your subcommittee and that they will most 
accurately present to you the problems arising over the past 3 years of the 
present national administration. 

We shall therefore content ourselves with bringing to your attention, as 
the largest group representative of Californians in the field of water and power 
resources, our views, publicly expressed as policies to guide our activities, 
which pertain most directly to the immediate subjects of this hearing. 


PRINCIPLES AND POLICIES PERTAINING TO PUBLIC POWER 


1. We support the existing provisions of Federal law relating to the genera- 
tion, transmission, distribution, and sale of power produced at public projects. 

2. Preference of access to publicly produced power must continue as a right 
to public agencies of all kinds, at rates, places and voltages designed to meet 
their abilities and needs. 

3. Public agencies, including rural electric cooperatives, must be given con- 
tinued Federal aid wherever necessary, in the establishment of their distribution 
systems, and in the establishment of transmission lines to firm up and integrate 
public power supplies. 

4. Atomic power licenses and subsidies must be available to public agencies 
at all levels and degrees of involvement in the production of public power. 

5. Rates charged public agencies for public power shall not be based on 
the so-called market values established by private utilities but rather on the 
accepted past practices of the Bureau of Reclamation and other Federal power 
marketing agencies. 

6. The Federal Government should take all necessary steps to insure that 
public power sold to private utilities is resold to consumers at such rates as to 
assure that all publicly created benefits reach the public in the form of the lowest 
possible rates. 

7. The Federal Government should also take such steps as may be necessary 
to insure that benefits allowed private utilities through Federal action, such 
as from tax concessions and accelerated amortization subsidies, are passed on 
to the public in the form of the lowest possible rates. 

8. Electricity produced from atomic plants of agencies under Federal control 
must be marketed in conformity with Federal laws relating to hydro power. 

9. Regulation of electric utilities by State and Federal bodies must be im- 
proved, assisted, and held to a high level of performance in the public interest. 

Submitted for the California Water and Power Users Association. 

Rosert B. River, 
Consultant and Organizing Secretary. 


Mr. Cuuporr. I also have a statement of Gus Norwood relating 
to the power contracts of the Bonneville Power Administration. In 
case I didn’t offer it in the record before, let it be placed in the record. 

Mr. Horrman. Mr. Chairman, my objection may apply to all simi- 
lar statements so offered. 

Mr. Cuuporr. And we also have a statement of Henry Alderman 
who expected to be here and couldn’t come, and it was brought to the 
committee by one of the other witnesses. Mr. Alderman is the editor 
and publisher of the Northwest Ruralite. 

Let this be offered, with Mr. Hoffman’s objection. 

(The statement of Mr. Alderman is as follows :) 


STATEMENT OF HENRY ALDERMAN, EpITOR AND PUBLISHER, NORTHWEST 
RURALITE 


Mr. Chairman, members of the committee, my name is Henry Alderman. I am 
editor and publisher of the Northwest Ruralite, a monthly magazine with paid 
circulation of 49,000, owned by the Oregon Rural Electric Cooperative Associa- 
tion, and numbering among its subscribers about 20,000 families in Washington 





and 
Stat 

I: 
ingt 
of tl 
emp! 


O 


as a 
the | 
Mr. | 
In 
dail) 
of th 
trici 
sour 
Tr 
thro 
atin 
Be 
nally 
to m 
purp 
Te 
Adm 
“wid 
Not 
what 
Sp 
from 
AI 
agen 
The) 
Th 
clear 
REA 
peop 
La 
the | 
purp 
, 
Tr 
reluc 
it m 
W 
beco! 
new 
TI 
part, 
I've 
mon 
Ever 
estin 
as a 
Ye 
to pl 
and 
Tt 
to b 
Oreg 
in th 
suffic 
Al 
cons 
inely 
St 
stan 
whic 








ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1157 


and Idaho. There are 3 statewide electric cooperative associations in the 3 
States, 

I also own an interest in a small radio-broadcasting station in southwest Wash- 
ington as a private venture. For almost 15 years I was a civil-service employee 
of the Bonneville Power Administration. During the last several years of this 
employment I served as executive officer and assistant to the Administrator. 

Out of my long experience as a Federal officer and my more recent experience 
as advocate of the rural electrification program, I want to offer your committee 
the following comments. This is in response to a request from the Honorable 
Mr. Chudoff for such testimony. 

In the Pacific Northwest two Federal agencies have a profound effect on the 
daily lives of the people through the control they exercise over the greater part 
of the electric-energy supply. It must be remembered that, in this region, elec- 
tricity is of peculiar importance because there have been no other important 
sources of energy—almost no coal, no oil, no natural gas. 

The two agencies are the Department of the Interior, operating principally 
through the Bonneville Administration, and the Department of Agriculture, oper- 
ating through the Rural Electrification Administration. 

Both Bonneville and REA operate under organic statutes of their own. Origi- 
nally these statutes gave them great autonomy. Later the laws were amended 
to make them directly responsive to Cabinet officers. However, the intent and 
purposes of the Congress as set forth in these statutes has not been changed. 

To state these purposes most simply, the Bonneville Act required the Bonneville 
Administrator to sell power from Federal dams in such a way as to promote the 
“widest possible use” and to prevent the “monopoly thereof by limited groups.” 
Not only does the Bonneville law state these purposes, it also states specifically 
what must be done to assure their accomplishment. 

Specifically, Bonneville “shall build transmission lines” to deliver the power 
from the dams directly to the market. 

And specifically, Bonneville shall give preference in the sale of power to public 
agencies and cooperatives. These instructions in the law are not permissive 
The language makes them mandates. 

The Rural Electrification Act also states its intent and gives its instructions 
clearly. Without going into detail I should like to point out that the law makes 
REA a bank for the purpose of making loans to bring electrification to country 
people on a wide coverage basis. 

Laws of this character are easily administered to death if those charged with 
the responsibility of administering them are not sympathetic with their broad 
purposes. 

We believe there is growing evidence of this in the Pacific Northwest. 

There is evidence that the Department of the Interior is becoming somewhat 
reluctant to build transmission lines, although the statute which created it says 
it must build transmission lines. 

We believe there is evidence that the Rural Electrification Administration is 
becoming somewhat reluctant to lend money to spread the use of electricity in 
new areas, although the REA Act states this to be its purpose. 

The Interior Department’s reluctance to build transmission is evidenced, in 
part, by the large carryover surpluses from its transmission appropriations. 
I’ve been told that, in recent years, there has been better than 30 percent of the 
money granted by Congress for a year’s construction unspent at year’s end. 
Even allowing for more favorable bids by contractors, below the Government 
estimates, such a large percentage seems to indicate reluctance to do the job 
as assigned. 

You will hear, or have heard from other witnesses relative to the reluctance 
to provide service authorized by Congress to such cooperatives as West Oregon 
and Benton-Lincoln. 

The Interior Department has failed, thus far, to request budget authorization 
to build transmission to serve the Harney Electric Cooperative in southeast 
Oregon. The Department appears to believe that its forecasts of power use 
in that area do not show revenue from the future sale of power from such a line 
sufficient to repay the costs of the needed facilities in the next 10 years. 

Although it is difficult to get details, it appears that Interior is failing to 
consider all potential loads in the Harney area—loads which properly could be 
included to make the financial feasibility of this service apparent. 

Still further, Interior appears to be applying to the Harney application a 
standard of financial feasibility which was first established a decade ago and 
which, in the light of later experience, may well be obsolete. 
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A payout standard requires a 10-year repayment of the costs of a service 
line does not match the facts of the service life of such lines. While such 
conservatism may have been prudent 10 years ago when less was known about 
rural power use and when less also was known about the ability of the Federai 
power system to pay out, an actuarial analysis of these factors now would, in 
all probability, show this old standard to be unnecessarily restrictive. Yet the 
Interior Department appears even now to look upon this old standard as 
unusually liberal and seems reluctant even to question it. 

Policy decisions refusing to consider the broader techniques of power use 
forecasting and acceptance of only the most narrow of historical projections in 
this field will prove injurious to the prosperity and growth of the Northwest 
region as a whole. 

In such of its own discussions of its load forecasts as I have heard, Interior 
has minimized the potential of industrial demand for power. I’ve heard Inte- 
rior officials proclaim that growth electrical use in the Pacific Northwest is little 
different from that in the rest of the country if the possibility of large electrical 
industry is not considered; and these officials have indicated in public meetings 
that they will not consider it proper to forecast or plan for such loads, since, 
in their opinion, the Federal Government will not provide generators to serve 
them. 

Yet, the magazine of Wall Street only a few days ago ascribed the tremendous 
economic growth of the Northwest as being due to the Columbia River power 
expansion. Further, more than 40 percent of the Nation's total pig aluminum 
production exists now in the region because of Columbia River power. 

Still further, although Federal bureaucrats may consider it improper to make 
power generation plans based on the demands of future electro-industry, they 
apparently have not confided this fact to such industry because aluminum plants 
even now are negotiating with rural utilities for the joint construction of power- 
plants to provide electricity for this purpose. 

But any failure by the Federal bureaus charged with the responsibility for 
planning river development to take an imaginative, aggressive approach, slows 
up the region’s economic progress and puts a burden on its citizens. 

These are all sins of omission, which I have been describing. They are not mis- 
feasance, or malfeasance in office—perhaps they are nonfeasance. A do-nothing 
philosophy in the face of laws which, by their intent, require action if their spirit 
and usefulness are to be preserved. 


Mr. Cuuporr. That concludes the testimony of this phase of the 
hearings, and I just want to close by stating I want to thank the city 
of San Francisco for the hospitality that it has offered this commit- 
tee, to the many witnesses who came many miles to be here and pre- 
sent their problems to the committee, to the General Services Admin- 
istration for the use of this building, and to Judges Goodman, Carter, 
and the other judges of the district court of the United States for 
allowing us to use this courtroom. 

The next phase of the hearings will be held in Washington. I had 
tentatively set September 26 and 27, but Mr. Jonas asked me to make 
these dates definite because of the fact that he wanted to give the De- 
partment an opportunity to study the hearings, so we will probably 
have the hearings early in October, at which time the Sec retary an 
Under Secretary of the Interior and any officials of the various power 
administrations or the REA’s who want to be heard to answer these 
charges by the committee, in Washington, will be heard. 

Mr. Horrman. Mr. Chairman, I think that was the same request 
that I made a couple of days ago, to have the hearings held a little 
later, and at that time you told me that it couldn’t be done. I am 
not opposing Mr. Jonas‘ request, but I would like to know definitely, 
because I have commitments, too, especially with these other subcom- 
mittees. 

Mr. Cuuporr. I understand that, and I have commitments, and 
I imagine some of the officials of the Department of the Interior have 
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some commitments, and we don’t want to interfere with the adminis 
tration of the Government. 

Mr. Horrman. I realize that. You have been very careful about 
that. 

Mr. Cuuporr. In view of the fact they will probably need some 
additional time, we will probably have the hearings early in October. 

Mr. Horrman. Could you tell me about when / 

Mr. Cuuporr. We were talking somewhere around the 11th or 12th 
of October. 

Mr. Horrman. I am not attempting to interfere with your preroga 
tive. All I am asking is when you fix it, it is that, so I can make my 
arrangements. 

(Whereupon, at 6 p. m., the subcommittee adjourned, subject to the 


eall of the Chair. ) 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


TUESDAY, OCTOBER 11, 1955 


Hovuse or REPRESENTATIVES, 
SuBCOMMITTEE ON Pusiic WorKS AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 10:15 a. m., in the 
caucus room, Old House Office Building, Representative Earl Chudoff 
(chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Dawson, 
Mollohan, Fascell, Hoffman, and Jonas. 

Also present: William Pincus, associate general counsel of Com- 
mittee on Government Operations; Arthur Perlman, staff director ; 
James A. Lanigan, counsel of Subcommittee on Public Works and 
Resources; and H. Vance Austin, associate counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

We are here today to listen to testimony by officials of the Interior 
Department—and on Thursday, by officials of REA. 

This subcommittee has traveled around the country to hear from 
spokesmen for REA cooperatives, public utility districts and mu- 
nicipal electric systems, in an effort to ascertain how they have fared 
under the current practices of the Interior Department’s power mar- 
keting agencies and under REA. 

Frankly, the stories they have told us, little by little, suggest a 
serious lack of concern on the part of administration officials in carry- 
ing out the mandates of Congress. In Springfield, Mo., Atlanta, 
Idaho Falls, and San Francisco, witnesses seem to have the same 
problems in obtaining power from Federal projects, to which the 
cooperatives and public agencies are entitled by section 5 of the Flood 
Control Act of 1944, and other statutes. The details vary but the 
complaint is basically the same: Power, which should go to preference 
customers, for lack of proper marketing policy, goes to private utili- 
ties. The Government loses revenue. Cities and farms are retarded 
in their normal development. REA co-ops face default in payments 
on their loans because of this. 

These are the charges. 

The officials who are here today to testify are familiar with these 
charges, I believe. We have recently peppered them with requests 
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for information on various points raised in the field, and I wish to 
thank the heads of the various marketing agencies for the coopera- 
tion they have given our staff in furnishing the desired material in 
reply to these inquiries. 

We would like now to proceed to take up some of these matters, 
one by one, and find out what Interior has to say about them—and later, 
we will hear from REA regarding charges that it has attempted to 
force REA co-ops into unwanted partnerships with private utility 
companies. 

Now, before calling the first witness, is Mr. D. Otis Beasley in the 
room, Administrative Assistant Secretary of the Department of the 
Interior / 

Mr. Brastey. Yes, sir. 

Mr. Cuvuporr. Mr. Beasley, will you come up and take the witness 
chair, please ? 


STATEMENT OF D. OTIS BEASLEY, ADMINISTRATIVE ASSISTANT 
SECRETARY, DEPARTMENT OF THE INTERIOR 


Mr. Cuuporr. Mr. Beasley, when this subcommittee first requested 
certain information from the various agencies of the Interior Depart- 
ment, we had a little difficulty getting some cooperation; in fact, “a 
little difficulty” was putting it mildly; we had great difficulty. 

However, thanks to Congressman Jonas, the difficulty was removed, 
and we got practically everything that we asked for, except one oppor- 
tunity to discuss with you or with members of your stad the problem 
of the State of Nevada and the power that they were entitled to frou. 
the Shasta Dam in northern California which they could not gec 
because the Pacific Gas & Electric Co. refused to wheel that power 
to it, and they could not get anybody else to wheel it to them, so the 
power then went to the Pacific Gas & Electric Co. 

Now, when we returned from our trip to the Middle West and the 
Far West, we requested that information and requested the oppor- 
tunity to get that information from you and on September 28, Mr. 
Lanigan, counsel of this committee, requested that information. 

On September 29 we received the letter in which you confirmed 
Mr. Lanigan’s telephone call in which he requested the files relating 
to the agreement between the Bureau of Reclamation and the Colorado 
River Commission of Nevada. 

Now, although today is October 11 and you acknowledged the com- 
munication on September 29, we still do not have the information. 

Are we going to get it ? 

Mr. Brastry. Yes, Mr. Chairman, you are going to get all of the 
information in the file that is normally made available to a con- 
gressional committee. 

Mr. Cuuporr. When are we going to get it ? 

Mr. Breastey. That file is being reviewed now, and I understand 
the material will be submitted promptly. 

Mr. Cuuporr. Now, the Governor of Nevada and the United States 
Senators from Nevada are very much interested in this problem. They 
have communicated with me and they want their sai power and 


we want to see if we cannot get it for them, and I think all of the 
members of this committee on both sides of the aisle are interested 
in it. 
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Now, we want to hear about this before we are through, and we 
expect to be through by Thursday night, so we would appreciate 
vetting it by tomorrow morning. 

Mr. Brastey. We will do everything we can to comply with that 
request. 

Mr. Cuuporr. Thank you. 

Mr. Charles W. Leavy, please. 


STATEMENT OF CHARLES W. LEAVY, ADMINISTRATOR, SOUTH- 
EASTERN POWER ADMINISTRATION 


Mr. Cuuporr. Mr. Leavy, would you identify yourself for the 
reporter ¢ 

Mr. Leavy. My name is Charles W. Leavy. [am the Administra- 
tor of the Southeastern Power Administration. 

Mr. LaniGan. Could you give us some of your background in the 
Department of the Interior and prior to the time you joined the De 
partment of the Interior ¢ 

Mr. Leavy. I joined the Department of Interior in 1938, when I 
was employed by the Bonneville Power Administration. I was there 
until 1948. I was out of the Government for a year and a half in 
private practice—I am a lawyer and I was engaged in legal work at 
Bonneville. 

Mr. Cuuporr. Mr. Leavy, would you please try to talk into the 
microphone ¢ Congressman Fascell and Congressman Dawson and 
Mr. Pincus there are having difficulty in hearing you now. 

Mr. Leavy. I will talk more loudly, if that will help. 

Mr. Cuuporr. I wonder if the Congressmen on my right will move 
in closer and fill up these vacant seats; I think that will help the situ- 
ation. 

Mr. Leavy. Well, to repeat, if some of you did not hear me: I was 
employed by the Bonneville Power Administration as an attorney from 
1938 until 1948. I was out of the Government for about a year and a 
half and then returned to the Department in Washington as a con- 
sultant in connection with the establishment of the Southeastern 
Power Administration. 

At the time it was established, I became chief counsel of that agency, 
and on the death of the first Administrator, Mr. Ben W. Creim, I was 
appointed Administrator by Secretary Chapman. 

I have continued since that time as Administrator of the agency. I 
was appointed on April 1, 1952. 

Mr. Lanigan. In which States are you admitted to practice 

Mr. Leavy. The State of Washington, sir. 

Mr. Lanigan. Now, as the Administrator of the Southeastern 
Power Administration, have you had occasion to review the history 
of the John Kerr Dam? 

Mr. Leavy. Well, I am very familiar with that; yes. 

Mr. Lanican. Could you briefly tell us the history of that dam; that 
is, When it was authorized and completed, and tell us where it is lo- 
cated exactly, for the record ? 

Mr. Leavy. I am not certain, I believe that the dam was author- 
1zeqd—— 

Mr. Jonas. May I interrupt and ask a question ? 
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Mr. Cuvporr. Well, I wanted to get over the preliminaries. 

Mr. Jonas. I did not want to ask him a question, I wanted to ask 
you a question. 

Mr. Cuuporr. Surely. 

Mr. Jonas. Why do we have this witness up here? I thought that 
we were going into the power-dam situation. I thought that we were 
meeting here today to hear the Department of the Interior witnesses. 

Mr. Cuvuporr. Well, he is a Department of the Interior witness. He 
is Administrator of the Southeastern Power Administration. 

Mr. Jonas. Well, will you let me have an agenda, then, showing 
what witnesses and in what order you intend to have them appear? 
I thought Mr. Aandahl was the first. 

Mr. Cuvuporr. Mr. Aandahl is the next witness. Here is the sched- 
ule for the morning. 

Mr. Jonas. Thank you. 

Mr. Leavy. I believe that the dam was authorized in the Flood Con- 
trol Act of 1944, although I am not quite certain of that. In any event, 
construction was commenced shortly after the close of the war and the 
dam commenced operation in December of 1952. 

The dam is located on the Roanoke River, very near the border of 
Virginia and North Carolina. It is physically located in Virginia. 
The reservoir extends into both of those States. 

Mr. Lanican. What is the generating capacity of the dam? 

Mr. Leavy. 208,000 kilowatts is the name plate rating of the in- 
stalled capacity. 

Mr. Lanican. Has that been allocated between the States of Vir- 
ginia and North Carolina? 

Mr. Leavy. It was not allocated or divided strictly on a State basis, 
but rather on a basis of the service areas of the power companies 
involved in that area. 

Two-thirds of the power was expected to be sold in the service area 
of the Virginia Electric Power Co., which serves both in Virginia and 
a portion of northeastern North Carolina. 

The remaining one-third is proposed to be sold in the service area of 
Carolina Power & Light Co., all of which, as far as is involved here, 
is in the State of North Carolina. 

Mr. Lanican. How is the power being marketed at present? 

Mr. Leavy. At present two-thirds of the capacity is being sold under 
a long-term wheeling and firming contract with Virginia Electric 
Power Co. 

Under that contract two-thirds of the capacity of the project is 
delivered into the system of that company and of that amount 60,000 
kilowatts is wheeled by the company to preferred agencies. That is 
presently being sold to 17 rural electric cooperatives in both Virginia 
and North Carolina. 

The remaining one-third is the subject of existing negotiations 
which are at a rather advanced stage, under which it is proposed that 
the remaining one-third will be delivered into the system of Carolina 
Power & Light Co.; and of that one-third, 30,000 kilowatts will be 
wheeled to preferred agencies. 

Mr. Lanican. When was the agreement with the Virginian Electric 
Power Co. signed ? 

Mr. Leavy. I believe it was August 8, 1952. It was several months 
prior to the date upon which the generation commenced. 
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Mr. Lanican. So, when the dam was put into operation, the agree- 
ment was already in effect on the Virginia side of the line? 

Mr. Leavy. That is correct. 

Mr. Lanigan. Do you believe that there is authority under the law 
for the Government to purchase firming power, as it has done in the 
Virginia Electric Power Co. case? 

Mr. Leavy. Yes; I do, sir. 

Mr. Lanigan. What is that authority ? 

Mr. Leavy. Well, there is no specific authority in the law. I be- 
lieve the authority can be implied from the provisions of section 5, 
since it is necessary in order to carry out the preference provision to 
firm up the power from these low load factor projects by some means ; 
which means that power from steam-generating facilities must be 
combined with the hydroelectric power from the project. 

Mr. Lanicgan. Now, the Congress has been aware of the fact that 
power has been purchased for firming purposes and has actually ap- 
propriated money for that purpose, has it not? 

Mr. Levy. Yes, sir; money has been appropriated each year to 
carry out the Virginia contract. 

Mr. LANIGAN. Did the Interior De ‘partment make eny requests for 
appropriation for transmission line in the area of the John Kerr Dam 
to carry power to preference customers in North Carolina ¢ 

Mr. Leavy. Yes; there have been, or there were requests made for 
transmission lines both in Virginia and North Carolina. There were 
never any funds, however, appropriated for lines in either of these 
States. 

It was our view that if adequate wheeling arrangements could be 
entered into, it would be preferable to the construction of transmission 
lines. 

Mr. Laniean. Then you asked for the appropriation for trans- 
mission lines, as a sort of a lever to hel p you in negotiating wheeling 
agreements; is that correct ? 

Mr. Leavy. I would say that it was an alternative that might be 
used if wheeling agreements could not be negotiated. 

Mr. Lanican. Could you give us the years in which the neenele 
were made for transmission line appropriations, the fiscal years? 

Mr. Leavy. Now, let me see. I believe that requests were made 
for fiscal year 1953. Now, I am not quite certain that that would be 
correct. I am not certain, ee but that the requests may not also 
have been made for fiscal year 1952. 

Mr. Lanican. That is, as the completion of the dam approached, 
the Administration officials asked for lines to carry the power that 
was coming up with the dam? 

Mr. Leavy. We asked for funds for lines which would be used if 
we were not able to enter into wheeling agreements. We spec ifically 
told the committee in the case of the Virginia lines, at the time of the 
request, and the contract was then under negotiation, that if we were 
successful in consummating the contract, then under negotiation, we 
would not desire funds for the line. 

Mr. Lanican. Then, since fiscal year 1953, no requests have been 
made for appropriations for transmission lines from John Kerr Dam, 
is that right ? 

Mr. Leav y. I believe that is correct, sit 
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Mr. Lanican. Has the Southeastern Power Administration made 
any recommendations to the Bureau of the Budget or other depart- 
ment that requests for appropriations be made since fiscal year 1953? 

Mr. Leavy. We have not. 

Mr. Lanican. And since the dam came in, in December 1952, nego- 
tiations have been carried on with which company to transmit power 
or wheel power into North Carolina? 

Would you give us the name of the company ? 

Mr. Leavy. We have been negotiating intermittently since that 
time prior to that time and up to the present with Carolina Power & 
Light Co. 

Mr. Lanican. What has been the attitude of the Carolina Power & 
Light Co. on the question of wheeling power to preference customers ? 

Mr. Leavy. If I correctly understand the company’s attitude as 
they have expressed it at various times, they indicated a preference 
to purchase the power outright and resell it to the preferred agencies. 

However, they, I think, have indicated all along their possible wil- 
lingness to wheel the power; but they have not been willing to sell 
firming energy to the Government for resale to the preferred agen- 
cies; and, of course, the power available at the project is not generally 
usable by the preference agencies unless there is a source of firming 
energy. 

So, the willingness, if I am correct in stating their position, to 
wheel was only half the problem. There must be a source of firming 
energy before the wheeling can be of any benefit to the preferred 
agencies. 

Mr. Lanigan. When was the first draft of a contract in which the 
company offered to wheel power sent to the rural cooperatives and 
other preference customers in North Carolina? 

Mr. Leavy. I believe it was last June, early in the summer. 

Mr. Lanican. Was that after the Appropriation Committees of 
the Congress in its report had indicated impatience with the failure 
to settle the power problem in North Carolina? 

Mr. Leavy. I a that chronologically it was after that. How- 
ever, the basis of that proposal was the subject of some discussion at 
a meeting last December, and preparation of that contract began 
several months before the committees expressed their views in the 
matter. 

Mr. Lanican. To what extent have you invited the cooperatives 
and other preference customers in the North Carolina area to parti- 
cipate in the negotiations regarding the disposal of the North Caro- 
lina share of John Kerr power? 

Mr. Leavy. Well, they have been informed at every stage in the 
proceedings; they were given copies of the proposal which was pre- 
pared solely by Southeastern without any consultation with the com- 
pany, preference agencies, or any other parties. They have been 
present or invited to all of the meetings of which I have any knowl- 
edge. " 

I think they have been given an opportunity to have full partici- 
pation and they have been taking advantage, properly so, of that 
opportunity. 

Mr. Lanican. When you say, “all of the meetings,” what meetings 
are you referring to? 
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Mr. Leavy. We had a series of meetings after the draft had been 
submitted to the company, and the preferred agencies, and if I 
recall, we had a 3- or 4-day meeting and the cooperatives and the 
company were present. The first day of the meeting we went through 
the draft and secured general expressions of views. 

The cooperatives at : that point did not wish to commit themselves 
one way or another on the proposal, since there were other correla- 
tive contracts that had not been drafted or submitted to them. At 
their own insistence they discontinued their participation at that 
time. We continued with the company and revised in some respects 
the proposed contract between the company and the Government 
and, as an outgrowth of those meetings, there were also prepared 
contracts between the cooperatives and the Government and between 
the company and the Government, all of which were submitted to 
the cooperatives. 

Since that time we have had a communication from the c eran gy 
expressed their views on the proposed contract. We have had ; 
meeting with them at which time we discussed certain arty th: at 
were involved. We are havi ing a meeting with them next week and I 
personally have been in communication with them on the matters 
that are presently under discussion. 

We are very hopeful that the thing will be soon resolved to the 
satisfaction of every one. 

Mr. Lanican. Now, have you made any estimate of the amount that 
the failure to have the power-market ing agreement in North Carolina 
has cost the Government between the time the dam was put into oper- 
ation and June 1955? 

Mr. Leavy. An estimate was furnished to the House Appropria- 
tions Committee early last summer which, I believe, covered the period, 
approximately the period that you are referring to. The figure was, 
I believe, $938,000, something on that order. 

Mr. LANIGAN. Did you write a letter to Senator Murray, also stating 
those figures # 

Mr. Leavy. Yes. Later, Senator Murray’s committee requested a 
figure on that, on the Kerr project and also on the Clark Hill project. 

Mr. Lanigan. And in your estimate to Senator Murray you gave a 
figure of $907,000; do you recall that ? 

Mr. Leavy. Well then, that is, I think, the correct figure. It was 
on the same basis as the figure given to the House Appropriations 
Committee, except I believe it covered an additional month or two. 

Mr. Lanican. Could you tell us how you compute that loss? 

Mr. Leavy. I cannot tell you in any precise detail how it is com- 
puted because there are many variables in the situation and some 
engineering judgments are involved. 

Roughly, what we tried to do was to take the actual water condi- 
tions that existed during the period under consideration and assume 
how the plant would have been operated if the entire output had been 
sold on the basis of the Vepco contract. 

Mr. Lanican. Is the proposal to sell the power that is to go to 
North Carolina to be on the same basis that it would be sold in 
Virginia? 

Mr. Leavy. The result is substantially the same. It is not, however, 
precisely the same in one respect. Under the Virginia contract the 
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project power is wheeled to the preferred agencies, the Government 
purchases the necessary firming energy from the company and resells 
that energy to the preferred agencies at the project rate. _ 

Under the proposal that is being considered for Carolina Power & 
Light Co., as in Virginia, the project power would be wheeled to the 
preferred agency. The firming energy, however, would be sold di- 
rectly by the company to the preferred agencies. 

It would, however, be ood at the project rate, so the result, as far 
as the rate to the preferred agencies is concerned, is precisely the same 
as in Virginia. 

Mr. Laniean. And what has happened to the North Carolina share 
of the power between the time the generators went into operation and 
the present time ? 

Mr. Leavy. During the period from July 1, 1954, until the end of 
April of this year, the power was sold under a supplemental contract 
with Virginia Electric Power Co. Under that contract the energy 
was supplied to preferred agencies in that company’s service area in 
lieu of purchasing firming energy. Prior to that time and subsequent 
to that period, the power has been sold as dump energy to the Vir- 
ginia Electric Power Co. 

Mr. Lanican. So, as of today, it is being sold as dump energy to 
Vepco? 

Mr. Leavy. That is correct. 

Mr. Lanican. And the longer the negotiations continue, the longer 
that situation will exist; is that right ? 

Mr. Leavy. That is true. 

Mr. Lanican. You mentioned appropriations had been requested 
for transmission line in fiscal year 1953. Did you make a recommen- 
dation for that appropriation ¢ 

Mr. Leavy. Yes; we did. 

Mr. Lanican. And you say since that time you have not recom- 
mended any appropriations for transmission line? 

Mr. Leavy. Well, I might correct what I have said. I believe that 
recommendations were made for fiscal year 1954, as well, and were 
included in the original budget for that year, which was later revised 
at the time of the administration change. 

Mr. Lanican. That was in the original request for the fiscal year 
1954 and then it was taken out; is that right ? 

Mr. Leavy. That is correct. 

Mr. Laniean. Was that taken out by the Bureau of the Budget 
or by the Department of the Interior, the Secretary’s Office in the 
Department of the Interior? 

Mr. Leavy. Well, at the time the entire budget was reviewed, and 
all construction funds except planning funds were taken out by the 
Department on the expressed theory that they wished to have some 
opportunity to look into the matter further. 

Mr. Lanican. Do you know whose theory that was; was that the 
Secretary’s theory? 

Mr. Leavy. I assume it was. I expressed the theory myself. I 
thought it was a reasonable theory under all circumstances. 

Mr. Lanigan. How much money was in the early budget request 
for the fiscal year 1954? I think there was a changeover, if I recall, 
it was called the Truman budget, and later changed to the Eisen- 
hower budget. How much money was in the earlier budget ? 
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Mr. Leavy. I believe that the earlier budget allowance was $6,700,- 
000. I am not certain of that figure. It was something on that 
order. 

Mr. Lanican. Why have you not asked for any appropriations for 
transmission lines since that time? 

Mr. Leavy. It has been the policy, and I believe it was prior to 
the change of administration, to seek wheeling agreements in lieu 
of transmission lines; and that has been the policy that has been 
pursued. 

We have been trying to get wheeling agreements principally in 
North Carolina and Georgia and I think that we are going to get 
them. Our economic situation there is such that if we can secure 
proper wheeling agreements we can serve many more preferred agen- 
cies than if we attempted to build transmission lines. 

Mr. Laniean. Well, that has been the theory all along, prior to 
change of administration, that was also the theory, that it was prefer- 
able to wheel than to build transmission lines? 

Mr. Leavy. In our particular situation. 

Mr. Laniaan. Yes. 

Mr. Leavy. Which is quite different from the situation in some 
other parts of the country. 

Mr. LaniGan. What I am trying to get at is why you asked for, 
and yourself recommended, an appropriation for the fiscal year 1954 
and not after that time. You still have the same basic objective, to 
get wheeling, if possible. 

Mr. Leavy. Well, of course, I do not make the policy as to whether 
those requests will be made or not. I think that it probably would 
be inappropriate for me to try to make the distinction that you are 
seeking here. 

Mr. Lanican. Well then, will you tell us this: Why did you ask 
for an appropriation for transmission line in the fiscal year 1954— 
when you stated you did ask for an appropriation—why did you do 
that ¢ 

Mr. Leavy. We asked for an appropriation for two purposes: 

A major part of the money requested was on a proposed transmis- 
sion system to tie together projects then under construction and 
proposed. 

An additional part of the appropriation was requested for direct- 
service transmission facilities which it was felt might improve the 
bargaining position of the Government. 

Mr. Lanigan. So, you kept that request in the background as sort 
of a buffer in your negotiations; is that it, that was your intention to 
do that? 

Mr. Leavy. I think that is correct. 

Mr. Lanican. Are you aware that the Department has, even in 
this recent fiscal year, asked for an appropriation for a transmission 
line in Idaho and stated very frankly to the Appropriations Commit- 
tee that the reason that they asked for it was because they wanted a 
lever in bargaining with the Idaho Power Co. ? 

Mr. Leavy. I am not familiar with that; no, sir. 

_ Mr. Laniean. Now, I want to get to the Clark Hill Dam, which 
involves Georgia and South Carolina, I believe. 

Could you give us the background and history of that dam? 
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Mr. Leavy. That dam was, I believe, too, authorized by the Flood 
Control Act of 1944 and construction commenced shortly after the 
war ended. Generation commenced, I believe, in about January of 
1953. Iam not certain as to the date, but that was about it. 

The dam is located on the Savannah River, which is the boundary 
at that point between Georgia and South Carolina, and is located a 
few miles north of Augusta, Ga. 

It has an installed generating capacity of 280,000 kilowatts. 

Mr. Lanigan. Can you tell us how the power from Clark Hill Dam 
is allocated ? 

Mr. Leavy. It has always been assumed that it would be divided 
roughly equally between the two States of South Carolina and 
Georgia. 

Mr. Lanican. And could you tell us what requests were made for 
appropriations for transmission line in connection with the Clark 
Hill Dam? 

Mr. Leavy. I cannot tell you the specific years. There were re- 
quests made for several years for transmission lines both in Georgia 
and South Carolina. Money was never appropriated for any of the 
lines proposed, except a line from Clark Hill to Greenwood, S. C. 

Mr. Lanican. Have there been any appropriation requests made 
for appropriations for transmission lines from Clark Hill Dam since 
January 1953 ? 

Mr. Leavy. No, sir. 

Mr. Lanican. I believe that is when the dam came in. 

Mr. Leavy. There have been none. 

Mr. Lanican. Do you recall when the last request was made prior 
to January 1953 ? 

Mr. Leavy. I believe, if I recall correctly, the situation was the same 
as the situation we discussed with respect to Kerr. I believe the last 
rT Truman budget included some funds for lines out of Clark 

ill. 

Mr. Lanican. And that was eliminated on the review of the Budget ? 

Mr. Leavy. That is correct. 

Mr. Lanican. How is the power being marketed at present from 
Clark Hill Dam ? 

Mr. Leavy. There are 2 long-term contracts presently in effect; 1 
with the South Carolina Public Service Authority and the other 
with the Greenwood County Electric Power Commission, both of 
which are agencies of the State of South Carolina and preferred 
agencies. 

The balance of the power is being sold on the basis of the best 
price we can secure for it each month. It has been sold for the past 
year to Greenwood, to South Carolina Public Service Authority, 
and South Carolina Electric and Gas Co. Fora time it was sold under 
a month-to-month contract to Georgia Power Co. That is no longer 
in effect. 

Mr. Laniean. Has that contract expired ? 

Mr. Leavy. That contract expired some time ago. 

Mr. Lanican. When was the contract, the interim contract, with 
the Georgia Power Co. entered into? 

Mr. Leavy. I believe it was entered into in the late spring or early 
summer of 1953 and it continued in effect for approximately 1 year. 
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Mr. Lanican. Have you made any recommendation—speaking of 
you personally—made any recommendations that requests be made for 
appropriations for transmission line from Clark Hill Dam since 
January 1953? 

Mr. Leavy. I have not. 

Mr. Lanican. Have you made an estimate of what the cost has been 
to the Government due to the failure to get a satisfactory marketing 
agreement for the Georgia share of Clark ‘Hill power between the time 
the plant came into operation and July of 1955? 

Mr. Leavy. Yes, sir. I will have to refer again to my letter to 
Senator Murray, and the figure that appears in the letter is $1,489,960. 

Mr. LANnIGAN. So, the total of those runs around $2,397,000 that has 
been lost in revenue; is that correct 

Mr. Leavy. That is correct. 

Mr. Lanican. And as long as the situation continues as at present, 
the loss will continue to build up; is that right ? 

Mr. Leavy. There will be some loss continuing, sir. 

Mr. Lanican. Mr. Chairman, we have been referring to a letter from 
Mr. Leavy to Senator Murray, a copy of which was : supplied to the 
committee staff. I wonder if we could put that in the record at this 
point. 

Mr. Cuuporr. Without objection, so admitted. 

(The letter referred to is as follows :) 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., July 11, 1955. 
Hon. JAMES BE. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear SENATOR MurrAy: Your letter of June 20 requested certain figures 
with respect to the Clark Hill and Kerr Projects along the lines requested by 
Mr. Redwine when he was in Southeastern’s office on June 18. Specifically, you 
ask for total revenues from these projects together with the low, high, and 
average prices at which power has been sold in comparison with total revenues 
which would have been received had the same amount of power been sold at 
the project price structures, the foregoing to cover the period of operation of 
the projects through May 1955. 

It is my understanding from my conversation with Mr. Redwine that the com- 
mittee is concerned primarily with the way in which revenues from the projects 
have been affected by the absence of long-term marketing arrangements for power 
to be sold in the service areas of the Georgia Power Co. and the Carolina Power 
«& Light Co. and the figures furnished herein have been based upon that assump- 
tion. The studies which have been made compare revenues from the actual 
operations with the revenues which would have been collected on the basis of 
the theoretical operations which in our best judgment would have occurred if 
the long-term marketing arrangements referred to above had been in existence 
at the time the respective projects commenced operation. 

With respect to the Kerr project the following tabulation summarizes the 
results of our studies: 


1. Actual Revenues (less wheeling and firming costs) November 
1952 to June 1, 1955 .__. $4, 907, 207 
2. Estimated revenues (less wheeling and firming costs) if 1, of 


3 


project had not been reserved for sale in C. P. & L. service 


area on a basis acceptable to all parties______ pees Sel Or. eg 5, 814, 264 
Ss: I a Satie daabilekt iets a ah a. 907, 057 


The amount of estimated revenues appearing as the second entry in the fore- 
going tabulation is based upon the assumption that the entire output of the 
project was marketed as it became available upon the same economic basis as 
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two-thirds of the project has been marketed under the contract of August 8, 
1952, with Virginia Electric & Power Co. If this had been the case the actual 
operation of the project would have differed somewhat from that which actually 
occurred and therefore the assumed operation in determining this figure differs 
somewhat from the actual operation which occurred. 

During the period of operation covered, the high price at which project power 
was sold was the established rate for dependable capacity and firm and secondary 
energy of 90 cents per kilowatt of demand and 4.5 mills per kilowatt-hour for 
energy. The low price was 3 mills per kilowatt-hour for dump energy with 
the exception of a very small amount of energy required to be released during 
night hours in connection with the spawning of striped bass in the Roanoke River 
which was sold for 2.25 mills per kilowatt-hour. The average price per kilowatt- 
hour for all energy sold during the period was 7.3796 mills per kilowatt-hour. 
It must be noted that this figure is not a meaningful figure since it includes de 
pendable capacity, nondependable capacity, firm, secondary, and dump energy 
and does not reflect the benefit received by the Government during a period of 
time when additional energy was delivered into the Vepco system for delivery 
to preferred agencies in lieu of firming energy purchased from the company. 

With respect to the Clark Hill project the following tabulation summurizes the 
results of our studies: 





1. Actual revenues January 1953 to June 1, 1955___-__---_-_------- $5, 131, 680 
2. Value of additional energy in storage on June 1, 1955_________-_- 184, 860 
3. PO ihe she aac So ee cos eam A cea a 5, 316, 540 


4. Estimated revenues if one-half of project had not been reserved 
for sale in Georgia Power Co. service area on a basis acceptable 
i ic csc canckutn nae erode enna ee 6, 806, 500 


5. NO iri itsics iintenutdcoaticadammie aa tan aoe 1, 489, 960 


It is necessary to add the value of energy in storage on June 1, 1955, to the 
actual revenues in order to make the latter figure comparable to the estimated 
revenue figure. This is because under the assumed operation which would 
produce the estimated revenues in the fourth entry the energy which was actually 
in storage on June 1 would have been used prior to that date and a portion of 
the estimated revenues shown would have been produced by sale of this energy. 

The amount of estimated revenues appearing as the fourth entry in the fore 
going tabulation is based upon the assumption that one-half of the original esti- 
mated output of the project was marketed as it became available upon the eco- 
nomic basis embodied in the various proposals which are presently pending for 
the sale of Clark Hill power in Georgia. If any of such proposals had been in 
effect the actual operation of the project would have differed materially from 
that which actually occurred and therefore the assumed operation in deter- 
mining this figure differs substantially from the actual operation which occurred. 

During the period of operation covered, the high price at which project power 
was sold was the established rate for dependable capacity and firm and secondary 
energy of 75 cents per kilowatt of demand and 4.0 mills per kilowatt-hour for 
energy. The low price was 3 mills per kilowatt-hour for dump energy. The 
average price per kilowatt-hour for all energy sold during the period was 4.0489 
mills per kilowatt-hour. It must be noted that this figure is not a meaningful 
figure since it includes dependable capacity, nondependable capacity, firm, 
secondary, and dump energy. 

Sincerely yours, 
CHARLES W. Leavy, Administrator. 


Mr. Lanican. In the case of the power available to Georgia, have 
the negotiations with the Georgia Power Co. been carried on with 
your office, or with the Secretary’s office here in Washington ? 

Mr. Leavy. The negotiations which took place several years ago 
were carried on between the company and the Secretary’s office. The 
negotiations which are now underway are being carried on between 
the company and Southeastern. 

Mr. Lanican. At what point does Southeastern Power Adminis- 
tration come into the situation, into the negotiating; when did the 
change occur ¢ 
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Mr. Leavy. Well, the present negotiations which we have been con- 
ducting started about last August. Southeastern was involved—was 
consulted in the prior negotiations, but did not directly carry them on. 

Mr. Lanican. And how many meetings have you had with the 
power company since last August ? 

Mr. Leavy. I believe that there have been five different meetings. 
It is a little difficult to say that it is so many meetings. There has 
been a more or less continuous series, interrupted in some cases only 
by a few days when no meetings occurred. 

“Mr. LaniGan. Do you recall how many meetings the Secretary’s 
oftice held with the power company that you attended prior to the 
time the negotiations were turned over to you ? 

Mr. Leavy. I would simply be hazarding a guess. My guess would 
be that during that period that I probably attended 8 or 10 meetings. 
That is simply a guess. 

Mr. Lanican. The negotiations that you are working out with the 
power company involve the getting of power to the preference cus- 
tomers in Georgia, getting some of the power to preference customers 
in Georgia and the disposing of the balance to the power company ; 
is that correct ? 

Mr. Leavy. That is correct. The negotiations which are now under- 
way involve half of the capacity of the project and then involve the 
wheeling of 80,000 kilowatts to the preferred agencies in Georgia. 

Mr. Laniaan. And the 40,000 kilowatts capacity would go to the 
power company; is that right? 

Mr. Leavy. That is correct. 

Mr. Lanican. Now, these meetings that you have had with the 
power company, have you invited the cooperatives or other preference 
customers to be present, in Georgia ? 

Mr. Leavy. They were not invited to be present at those meetings. 
They have been given copies of the proposed draft and we have met 
with them. We have a meeting with them again next week. 

I might say, to clarify my views on the matter, that I do not think 
that it is necessarily proper that everyone having an interest in the 
matter be involved in all of the Government negotiations. 

In the case of the Vepco negotiations which covered a year and a 
half, the preference agencies were not involved at any time in any of 
the meetings. They were consulted from time to time. They did 
not participate in the negotiations, and I do not personally feel that 
they should. 

Mr. Lanican. Well, the picture is, then, generally, that you or the 
Secretary’s office negotiate or attempt to negotiate an agreement with 
the power company and then when it is tentatively agreed upon or 
worked out, the cooperative is shown a copy and allowed to make 
any protests they want. Is that the general pattern of how it operates? 

Mr. Leavy. The general pattern has been to consult with them 
from time to time ; to keep them informed, since obviously there is little 
point in negotiating a contract with a company to provide for service 
to the preference agencies if it is on a basis that is unacceptable to 
them, 

Mr. Laniean. Well now, in the case of the Virginia cooperatives, 
did the preference agencies ever make any offer to purchase the power 
from John Kerr Dam directly from the Government ? 

Mr. Leavy. Not that I recall, during the period of that negotiation. 
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Prior to that time there was a proposal for a generating and trans- 
mission cooperative system in Virginia, in the very early days. At 
that time it was proposed that they would purchase power directly 
from the project; but, as far as 1 know, at the time we were negotiat- 
ing with VEPCO, they did not make such an offer. 

Mr. Lanigan. Have the cooperatives in Georgia made any offer to 
purchase power from Clark Hill Dam? 

Mr. Leavy. They have. 

Mr. Lanican. I believe they made two offers; is that correct ? 

Mr. Leavy. That is correct. 

Mr. Lanigan. Could you give us the nature of their offers? 

Mr. Leavy. [ am a little bit rusty on the details of those offers. 

But, the basic premise of their offers was that the cooperatives, as 
a group, or the Georgia Electric Membership Corp., which is the 
organization composed of all of the co-ops in the State, would pur- 
chase one-half of the output of the Clark Hill project and would 
then themselves undertake to make arrangements with the Georgia 
Power Co. for transmission of the power and for firming. 

Mr. Lanigan. When you say they would purchase one-half of the 
output, that is the total amount allocated to Georgia; is that correct ? 

Mr. Leavy. That is correct. 

Mr. Lanigan. I think we had testimony to the effect that that offer 
was first made around in January of 1953; and they repeated it at a 
conference in September 1953. Would you say those dates are 
approximately correct ? 

Mr. Leavy. I would say those dates are approximately correct. 

Mr. Lanican. And at what rates did the cooperatives offer to pay 
the Government for the power ? 

Mr. Leavy. I cannot recall specifically. 

Mr. Lanican. Well, again, suppose we see if we can refresh your 
memory. I believe the testimony was that they offered to pay what- 
ever the project rate, going rate, was, for the power. 

Mr. Leavy. That may very well be. 

Mr. Lanican. What negotiations did you hold with the cooperatives 
regarding their offer to purchase Clark Hill power? 

Mr. Leavy. Well, Southeastern conducted no negotiations on that. 
There were several meetings in Washington at which the proposals 
were discussed. 

Mr. Lanigan. Do you know who attended those meetings in Wash- 
ington ? 

Mr. Leavy. I don’t recall specifically who attended all of those 
meetings. Generally they were attended by the representatives of 
Georgia Electric Membership Corp. ; in some cases by representatives 
of Georgia Power Co.; and, of course, representatives of the Depart- 
ment. I believe Secretary Aandahl was present at all of those 
meetings. 

Mr. Lanican. Were there any meetings between the power company 
and the Department itself to discuss the Georgia Electric Membership 
Corp.’s offer, do you know? 

Mr. Leavy. I don’t know. 

Mr. Lanican. After these meetings, was there any discussion get- 
ting down to the details of the sale of the power of the Georgia co-ops; 
that is, dealing with the suggestion of whether or not the sales were 
made—— 


4 bolls ad Se OP BPRS one 


i iio 


™ 


d 








We. 


NS 0S ni TR oat ae ae Fes sa te NRT hal te ie etalinnes M S 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1175 


Mr. Leavy. I believe, if I recall correctly, that generally they dealt 
more with the general principles involved, -ather than any specific 
details. 

Mr. Lantcan. Has the Department ever made any decision on the 
Georgia co-ops’ offer? 

Mr. Leavy. I could not answer; I do not know. 

Mr. Lanican. Well, would not the Southeastern Power Adminis- 
tration know whether or not decision was made on the offer to buy 
power in this area 

Mr. Leavy. Now, as far as I recall, and I may be incorrect, there 
was never any specific rejection of the proposal. I may be incorrect, 
but that is my recollection. 

There were certainly indications that the proposal would not re- 
ceive favorable consideration. 

Mr. Laniean. Could there have been any negotiations carried on 
with the Georgia Electric Membership Corp. without your knowing 
aboyt it ? 

Mr. Leavy. I would doubt that that would have occurred. 

Mr. Lanican. But the detailed negotiations have been held with the 
power company to the point where there has actually been a draft  pre- 
pared—in fact, there have been 2 or 3 drafts prepared in the last 2 or 3 
vears of an agreement with the power company. Is that correct? 
~ Mr. Leavy. That is correct. 

Mr. Lanigan. Are you aware that the Secretary’s office, or the De- 
partment of the Interior has renegotiated three times a contract in 
the West with the Nevada Colorado River Agency to sell power to 
that agency, when it has no physical facilities of any kind? 

Mr. Leavy. I am not faoniliar with that situation. 

Mr. Lanigan. Are you familiar with the letter that Secretary Chap- 
man wrote on January 2, 1953, to the Georgia Power Co. in which 
it is stated that the offer of the Georgia Power Co. to buy Clark Hill 
power and in return resell it to the cooperatives did not meet the 
requirements of the Flood Control Act of 1944, which gives preference 
to cooperatives and other public agencies in the sale of power from 
Federal projects¢ Are you familiar with that letter ¢ 

Mr. Leavy. I am familiar with that; yes, sir. 

Mr. Lanican. Have you seen the brief of the Georgia Electric Mem- 
bership Corp. filed in November of 1953, in which they took the same 
position—I hase! it was a 33- or 36-page brief that they filed with 
the Secretary of the Interior ? 

Mr. Leavy. Yes; I have seen that. 

Mr. Lanican. Now, have you ever received any ruling from the 
Solicitor’s Office rev ersing the legal position taken b yy Secretary Chap- 
man on January 2, 195: 

Mr. Leavy. No, cn. 

Mr. Laniean. Are you aware of any such ruling ? 

Mr. Leavy. No, sir. 

Mr. Lanican. Have you ever received any ruling from any other 
agencies of the Federal Government reversing Secretar y Chapman’s 
position ¢ 

Mr. Leavy. No, sir. 

Mr. Laniean. So, as far as the record goes, that legal position stands 
unreversed ; is that your understanding / 
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Mr. Leavy. As far as I know, strictly on the record—by implica- 
tion, of course, it has been reversed. 

Mr. Lanican. You mean it is then reversed or disregarded ? 

Mr. Leavy. I would assume it has been reversed and not disregarded. 

Mr. Laniean. Do you know whether the Solicitor’s Office made any 
thoroughgoing study of the law and the precedents discussed in 
Secretary Chapman’s letter of January 2, 1953 ? 

Mr. Leavy. I have no knowledge of what they have done. 

Mr. Lanican. But you do know that in 1954 a contract was offered 
to the cooperatives called the tricontract, offered by the Department, 
under which the Georgia Power Co. still could buy all the power and 
resell it to the cooperatives, you are aware of that? 

Mr. Leavy. I am familiar with that; yes, sir. 

Mr. Lanican. Could you tell us how the tricontract proposals were 
drafted ¢ 

Mr. Leavy. They were prepared in the Department. I have no per- 
sonal knowledge of eythane bareee that. 

Mr. Lanican. The Southeastern Power Administration didn’t 
partici — in the drafting of the tricontract ? 

Mr. Leavy. No, sir. 

Mr. Lanican. Do you know whether or not the cooperatives were 
brought into the discussion during the drafting of the tricontract ? 

Mr. Leavy. I don’t know, sir. 

Mr. Lanican. You do know that they were brought in afterwards 
and given a copy of it? 

Mr. Leavy. I am familiar with that aspect. 

Mr. Lantcan. I believe it was on February 17, 1954. 

Mr. Leavy. Yes, sir. 

Mr. Lanican. How long before the meeting on February 17, 1954, 
did you see the tricontract proposal ? 

Mr. Leavy. I couldn’t say, I don’t recall precisely, it was a very short 
period of time. 

Mr. LaniGan. Would you say it was a matter of a day or 2 days? 

Mr. Leavy. I would say it was a matter of days; yes, sir. 

Mr. Lanican. Just a day or two before. Did you participate in 
the meeting on February 17, 1954? 

Mr. Leavy. If that is the meeting at which the tricontract proposal 
was presented, or discussed with the representatives of all of the co-ops, 
I was present at that meeting. 

Mr. Lanican. Now, I want to get back to another item that we 
passed by a moment or two ago. If the Department had accepted the 
offer of the cooperatives in January of 1953 to purchase all of Georgia’s 
share of Clark Hill power at the project rates, would that loss of 
$1,400,000 have occurred ? 

Mr. Leavy. I think that it is speculative to say whether it would 
or would not have occurred. It would not have occurred if the co- 
operatives had been able to make some arrangements with the com- 
pany. If they had not been able to, it would have occurred, since the 
cooperatives’ proposal did not involve, as I recall it, paying for the 
power unless and until they could make arrangements for its trans- 
mission and firming. 

Mr. Lanican. So you can’t tell whether or not all or any part of 
that 





Mr. Leavy. I don’t believe you can, sir. 
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Mr. Laniean. Are you aware that the cooperatives offered to the 
Department to go to ‘the Georgia Public Utilities Commission and 
get an order to have that transmission made to them ? 

Mr. Leavy. I know they proposed that as one course of action, 

yes, sir. 
’ Mr. Lanican. Of course, if they had been entitled to that power, 
including the 40,000-kilowatt capacity that is now going to the com- 
pany, they would have had a strong bargaining point to deal with 
the company, would they not ? 

Mr. Leavy. I think they would have. 

Mr. Laniean. And if the power had been sold at project rate, then 
the loss wouldn’t have occurred ; is that it ? 

Mr. Leavy. If the cooperatives’ offer had been accepted, and if 
they had been able to make arrangements with the company, the 
loss would not have occurred. 

Mr. Lanican. Now, to get back to the tricontract proposal of Feb- 
ruary 17, 1954, the co-ops found that objectionable, did they not? 

Mr. Leavy. Yes, sir. 

Mr. Lantcan. And what were their reasons ? 

Mr. Leavy. I believe that they objected to it in principle, and they 
objected to some of the economic values involved in the arrangement. 

Mr. Lanican. By “objection in principle,” it was to the effect that 
they believed that under the law they were entitled to purchase power, 
because the law said that preference in the sale of power should be 
given to the co-ops, is that right ? 

Mr. Leavy. It was their view that they were entitled to purchase 
directly from the Government. 

Mr. Lantcan. Do you know whether or not the Assistant Secretary 
recommended that the tricontract be approved even though the co-ops 
objected to it ? 

Mr. Leavy. I have no knowledge of that, sir. 

Mr. Lanigan. You don’t know that. Are you familiar with the 
contract draft of September 28, 1955, which is the so-called modified 
wheeling agreement, a copy of which was sent to the committee, and 
I believe the co-ops on September 30, 1955. 

Mr. Leavy. Yes, I am familiar with it. 

Mr. Laniean. Tell us how it was drafted. 

Mr. Leavy. The original draft was prepared by Southeastern, and 
then it underwent a series of revisions as a result of meetings with 
the company, the series of meetings referred to earlier. 

Mr. Lanican. Southeastern held with the company ¢ 

Mr. Leavy. That is correct. There was one meeting held in Wash- 
ington in which Assistant Secretary Aandahl participated. The bal- 
ance of the meetings were held in Atlanta and Elberton. 

Mr. Lanican. And has the power company ever agreed to that 
draft ? 

Mr. Leavy. I think that they have generally agreed to the provi 
sions of that draft. 

Mr. Lanican. Now, when were the meetings held which worked out 
the details of the draft? 

Mr. Leavy. They covered a period roughly, I would say, from the 
middle of August until the latter part of September. 

Mr. Lanican. So the meetings were held after August 20, 1955, 
working out the details in the draft, is that right ? 
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Mr. Leavy. That is right. 
Mr. Lanigan. And the draft had not been worked out on August 
99, 1955? 

Mr. Leavy. There was not final draft worked out until almost the 
time the thing was sent out to everyone. There were a series of work- 
ing drafts which were the subject of the negotiations. 

Mr. Laniean. Did your office prepare the press release which was 
issued on August 29, 1955? 

Mr. Leavy. No, sir. 

Mr. Lanigan. Could you tell us what changes or additions were 
made in the contract or agreed to between August 29, 1955, and Sep- 
tember 28, 1955? 

Mr. Leavy. Well, at the outset there was agreement on the general 
principle that the company would wheel only project power, and 
would sell firming energy at the project rate to the preferred agencies. 

During the negotiations that took place after that, there were all 
manner of changes in the proposed agreement, but none of them in- 
volved the basic principles. They were changes of detail, of quanti- 
ties, of values, of wording, all sorts of things of that kind. 

Mr. Lanican. On August 29, 1955, was there in the draft the sec- 
tion 4-C which provides that if any cooperative or municipality puts 
in any new generator of their own, instead of buying supplemental 
power from Georgia Power Co., their right to get power through 
wheeling shall cease? 

Mr. Leavy. Your question was, Was that provision in at the outset ? 

Mr. Lanican. Yes. 

Mr. Leavy. I can’t tell you precisely. I don’t believe it was, but I 
am not certain at all. I may be in error. 

Mr. Lanigan. Was that a provision put in by the Southeastern 
Power Administration in the course of negotiations? 

Mr. Leavy. That was a provision that was insisted upon by the com- 
pany as a condition of going into this sort of an arrangement. 

Mr. Laniean. Did you approve that provision ? 

Mr. Leavy. I don’t particularly approve of the provision, I think 
as in all negotiations you are sometimes compelled to accept some 
things that you would prefer to have or not have in order to get the 
basic arrangement. 

Mr. Laniean. Did you know who in the Interior Department de- 
cided to go along with that provision and put it in the draft? 

Mr. Leavy. It was the decision of Assistant Secretary Aandahl to 

o along with it at this point. I don’t believe that the Department 
as taken any final position, nor has Southeastern, on this proposal, 
it is still subject to change in the process of negotiation if it is 
necessary. 

Mr. Laniaan. In the contract negotiations prior to the present 
proposal, had the Georgia Power Co. agreed to handle power from 
Clark Hill Dam throughout the company service area ? 

Mr. Leavy. That is correct. That was the basis of the earlier 
proposal. 

Mr. Lanican. And in this present proposal in which they say they 
will wheel power, for the first time they put in a limitation of 150 


miles from Clark Hill Dam ? 
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Mr. Leavy. That is correct. As I understand it, they said they 
were willing to wheel on the same basis as was proposed in Carolina, 
which involved the 150-mile circle around the project. 

Mr. Laniean. But you don’t have any contract from Carolina yet, 
either, is that it? 

Mr. Leavy. No; that is right. 

Mr. LaniGcan. Did you realize that that 150-mile limitation would 
knock out completely 12 cooperatives and parts of 6 others which had 
previously been interested in Clark Hill power and which were in 
the group that had applied to purchase Clark Hill power? 

Mr. Leavy. Yes; we realized that. 

Mr. LaniGan. Who decided in the Department of Interior to allow 
the 150-mile limitation to go into the draft? 

Mr. Leavy. It was a decision of Assistant Secretary Aandahl. It 
has been discussed at some length with the cooperatives, and I would 
not say that the matter is by any means finally resolved on the basis 
that exists in the present draft. 

Mr. Lanigan. Now, what charge had the power company proposed 
to add to power for transmitting it to the cooperatives or delivering 
power to the cooperatives by displacement, if an agreement had been 
reached to allow it to purchase Clark Hill power, either in the tri- 
contract or the earlier proposal of the company ? 

Mr. Leavy. The company proposed under the tricontract proposal 
to add six-tenths of a mill per kilowatt-hour to the price. They pro- 
posed to pay the project demand charge of 75 cents per kilowatt per 
month of demand, and to pay for energy at the rate of 3.4 mills per 
kilowatt-hour and resell that at 75 cents and 4 mills per kilowatt- 
hour. 

Mr. Lanican. What do they propose to charge for wheeling power 
under the present proposal ? 

wae Leavy. The proposed wheeling fee is the same as that in the 

EPCO contract. It is 1 mill per ‘kilowatt-hour for all deliveries 
oie a radius of 100 miles from the project, and 134 mills per kilo- 
watt-hour for deliveries in the area more than 100 but not more than 
150 miles from the project. 

Mr. Lanican. Are you familiar with the setup and operation of the 
Georgia Power Co., the location of their generating plants? 

Mr. Leavy. In a general way, yes, sir. 

Mr. Lanican. And the transmission lines? 

Mr. Leavy. Yes, sir. 

Mr. Laniean. Now, in delivering power from Clark Hill Dam to 
the cooperatives from the location of their plants, would that be de- 
livery of the same power that was picked up from Clark Hill Dam to 
the cooperatives, or would there be displacement all along the line 
until it got to the cooperatives ? 

Mr. Leavy. There would be a substantial element of displacement 
involved in it. 

Mr. Lanican. So the power actually in many cases, or most cases, 
would not actually be delivered from the dam to the cooperative, but 
would move toward the transfer and generator stations, and then the 
power of these generators would be moved along the line? 

Mr, Lravy. That is generally true, the power would be utilized in 
their system to the extent that it could be used in proximity to the 
project. 
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Mr. Lanican. What does the power company propose to take in the 
way of power to compensate for their line loss in their transmission? 

Mr. Leavy. They propose 10 percent for line losses, and as partial 
compensation, in their view, for the investment they have in stepdown 
substation facilities. The situation there is somewhat different from 
that in Virginia and North Carolina, in that all of the deliveries by 
the company to the preferred agencies are at low voltage. 

Mr. Laniean. And that is in addition to the 1.0 mill or 1.75 mills 
for transmission charge ? 

Mr. Leavy. That is correct. 

Mr. Lanican. Has your agency made any engineering studies of its 
own to determine whether or not there will be a 10-percent line loss? 

Mr. Leavy. I think that it is generally accepted both by South- 
eastern and the company that the 10 percent involves some considera- 
tion for this substation investment, that it is more than compensation 
solely for line losses. I think it is accepted that the line losses will be 
something less than 10 percent, probably around 614 percent. 

Mr. Lanican. Have you made any independent study in your own 
agency of that problem ? 

Mr. Leavy. We have made as much investigation as possible. It is 
not possible to determine with any precision what the losses will be. 
But the 614 percent is, I believe, roughly about the average transmis- 
sion loss on the company’s system under its present operation. 

Mr. Lanican. Have you made any study of what the cooperatives 
call the benefit ratios between the company and the co-ops that will be 
involved in marketing the power under these various proposals? 

Mr. Leavy. We have made some analysis of that, some time past. 
It is a subject that is pretty hard to tie down very definitely. I think 
it is clear that there are some benefits, substantial benefits, to the com- 
pany. But the engineers can argue for a long time about just how to 
appraise those benefits. 

Mr. Lanican. Have you made any study of the benefit ratio in 
connection with the September 28 proposal ? 

Mr. Leavy. Not a study applying this so directly; no, sir. 

Mr. Lanigan. Did you make a study under the tricontract proposal? 

Mr. Leavy. We made a number of estimates on various bases at 
that time. 

Mr. Lanican. Could you tell us what they show ? 

Mr. Leavy. Well, I think that—I am just relying on a rather vague 
recollection—but I think that we have figures ranging from under 
$200,000 a year up to $700,000 or $800,000 a year. It depended on the 
approach you take in computing the benefits. 

Mr. Lanican. You mean for the co-ops or for the power companies? 

Mr. Leavy. For the companies. 

Mr. Lanican. For the companies. And did you make one for the 
co-ops? 

Mr. Leavy. I don’t recall what the figure was for the co-ops. I 
think there was little basis for argument about what that figure would 
be. It was simply the savings in the reduced rate. As I recall, it was 
something on the order of $150,000 a year. 

Mr. Lanican. So, for the cooperatives you estimate that under the 
tricontract it would be about $150,000, and for the power company, 
depending on the figures you use, from somewhere around $200,000 
to around $900,000; is that correct ? 
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Mr. Leavy. That is my recollection; I am a little vague on it. 

Mr. Lanican. The co-ops testified that the tricontract would have 
given them a benefit ratio between them and the company of about 
1 to 9.7. Would you say that would be roughly correct ? 

Mr. Leavy. I think that that ratio is high. 

Mr. Lanigan. You think that is higher than the ratio that you 
would give? 

Mr. Leavy. I think so; yes, sir. 

Mr. Lanigan. What ratio would you give if you were asked to give 
one? 

Mr. Leavy. I can’t give you a very good answer on that. I think 
that the ratio would be more than l'to 1. I think that the company 
benefits would exceed the preferred agency benefits. 

Mr. Lanican. Have you ever studied the co-op figures on the 9.7-to-1 
benefit ratio ? 

Mr. Leavy. Not recently. I was somewhat familiar with them 
several years ago. 

Mr. Laniean. Did you ever make any study in the agency of the 
co-ops’ computation ? 

Mr. Leavy. I am again speaking from a rather vague recollection. 
It is my recollection that we felt that the estimate made by the co-ops 
of the company benefits was on a basis that might be reasonably dis- 
puted from an engineering standpoint. 

Mr. Lanican. By “benefit ratio” we are talking in this sense, that 
if the cooperatives get $100,000 in benefits from the dam, the power 
company would get whatever figure was given for them; if it were 1 to 
5 it would be $500,000. Is that the way you understand that? 

Mr. Leavy. That is what I am talking about; yes, sir. 

Mr. Lanican. I understand this September ‘ 28 proposal, then, was 
negotiated with the company, and during those negotiations you didn’t 
bring the cooperatives into the discussion of any of the phi ses, YOu 
worked it out with the company, and then it was sent to the Secretary 
for his tentative approval and then presented to the company; is that 
right ¢ 

Mr. Leavy. That is substantially correct. 

Mr. Lanigan. And it was your feeling that it was not proper to 
bring the co-ops in the picture in the negotiation stage with the com- 
pany ¢ 

Mr. Leavy. I don’t think that it would have advanced the negotia- 
tions to have everyone who has some interest in the matter involved. 
I think, of course, if it is necessary that they be kept advised of the 
progr ess of the negotiations, and that the negotiations be along some 
line that will result in something generally satisf: ictory to them. 

Mr. Lanigan. Did you ever consider working out some proposal 
with the cooperatives and then taking that to the } power company ? 

Mr. Leavy. No, sir. 

Mr. Horrman. Mr. Chairman, may I interrupt a second? 

Mr. Cuuporr. Yes, sir. 

Mr. Horrman. I understand the Assistant Secretary was told he 
would be testifying this morning. It is 20 minutes to 12 if you aren't 
coing to use him this mor ning, may he be excused until this afternoon ? 

Mr. Cuuvorr. He will be the next witness. 
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Mr. Jonas. You have five Congressmen that would like to ask him 
questions. 

Mr. Cuuporr. It is a quarter of 12, and I would like to continue 
until at least 12:30. I don’t want to waste any time, because we have 
a lot of witnesses, 

Mr. Aandahl can wait until we get through with this witness. I 
was hoping to finish with Mr. Leavy and get Mr. Aandahl’s statement 
on the record and proceed with questions this afternoon. 

Mr. Horrman. There are two other witnesses ahead of him. 

Mr. Cuuporr. That is not the order. Mr. Aandahl is essentially 
the next witness. 

Mr. Jonas. Was Mr. Leavy brought here by the committee, or sent 
here by the Department of Interior? 

Mr. Cuuporr. He was requested to appear in front of the com- 
mittee. 

Mr. Jonas. I mean, by whom? 

Mr. Cuuporr. By me as chairman of the committee. 

Mr. Jonas. In other words, he is a committee witness, then ? 

Mr. Cuuporr. No, I think there was a loud shouting by Republi- 
cans that we weren't going to listen to representatives of the adminis- 
tration, we were trying to gag the administration, we were only 
iistening to one side of ae case 

Mr. Fascentt. Mr. Chairman, let’s get on with the business. There 
are a lot of witnesses here. 

Mr. Cuuporr. I want to answer Mr. Jonas, since he has raised the 
question. We have this problem in the southeastern area and the 
southwestern area, and in Idaho we also had witnesses complaining 
against the Bonneville Power Administration, and we asked all these 
witnesses to come here and testify. And, Mr. Jonas, you were going 
to be here to listen to them, too, you invited them all to come here, 
and they are all ready to testify. 

Mr. Jonas. You mean the committee is going to take the position 
that _ Department can’t bring any witnesses it wants and offer them 
to testify ? 

Mr. _ No; we certainly feel that any of the aids of Mr. 
Aandahl that want to testify should be allowed to testify. If you will 
notice, we have on the list of witnesses Assistant Secretary Aandahl 
and possible aids. He certainly has a right to ask to hear them, and 
we will hear them. 

Mr. Jonas. The complaint made in the field was that we didn’t 
listen to these witnesses out there. Now, why didn’t we have Mr. Leavy 
testify in Atlanta? You kept telling me that when we got back to 
Washington we were going to hear the Secretary of the Interior and 
the witnesses offered by him. 

Now, we have had the Assistant Secretary here for nearly 2 hours 
this morning with a statement prepared. I thought we had heard all 
of the witnesses in the field other than the Department’s witnesses, and 
that we were coming here and were going to have Mr. Aandahl before 
the committee the first thing in the morning. 

Mr. Cuvuporr. Mr. Jonas, I think that you misinterpreted my state- 
ment. I certainly feel that the charges which have been made by the 
various witnesses who appeared in front of the committee in the field 
and here in Washington involving these power administrations, and 
these power administration charges, ought to be answered, and we 





. 
{ 
. 
. 


GL eae nat Rede. = rte site TENE ‘2 2 





Ce) 
At 


th 
an 


de 
au 


m 
W 
Ov 
™ 
P 


in 


qi 


i rd 


ws 


’ 


—_ 


SS a eS Vw 


i 
| 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1183 


ertainly want to give these administrations a chance to answer them. 

Mr. Jonas. I think we should have given them that chance in 
Atlanta. 

Mr. Cuvuporr. That is a matter of procedure, and I think we argued 
that every place we appeared. I think we are wasting a lot of time, 
and we ought to go ahead and get through with Mr. Leavy. 

The next witness is Assistant Secretary Aandahl, and I certainly 
don’t want to excuse him. And if we continue to argue about proce- 
dure, certainly we are not going to get to him before tomorrow. 

Mr. Jonas. I think we should have heard him the first thing this 
morning. 

Mr. Cuuporr. I am setting up the procedure, and I didn’t think of it. 
We will get to Mr. Aandahl. 

Mr. Jonas. That is quite right, you are certainly running it, with- 
out consultation with the minority. 

Mr. Horrman. May I suggest that the Assistant Secretary be per- 
mitted to go now and return ‘after lunc h, refreshed and strengthened, 
probably, ‘for any examination that might come? That was all I had 
in mind. 

Mr. Cuuporr. I want to say this. I think I will accede to that re- 
quest, Mr. Hoffman. 

Mr. Horrman. Thank you. 

Mr. Cuuporr. If you think Mr. Aandahl is going to need some 
fortification, I don’t want to stand in the way of his becoming forti- 
tied. If Mr. Aandahl believes he can come back here at 2 o’clock, we 
will take him as the next witness. 

Mr. Horrman. I only want to be courteous to a member of the Cabi- 
net, or assistant to a member of the Cabinet. 

Mr. Cuuporr. If he had asked to be excused, I certainly wouldn't 
have kept him. 

Would you continue, Mr. Lanigan ? 

Mr. Lanican. That is all. 

Mr. Cuuporr. Any questions, Mr. Dawson ? 

Mr. Dawson. One question. You said that the cooperatives of 
Georgia made an offer to buy all of the power available at project rates. 
And I am interested to know whether, if that offer had been accepted 
by you and they had been able to carry through their agreement, the 
taxpayers would have had a loss of $1,489,900. 

Mr. Leavy. Well, sir, if the offer had been accepted, and if the 
co-ops had been able to make arrangements with the company, that 
loss would have been reduced by the period of time that they were 
actually purchasing. 

Mr. Dawson. Why didn’t you give them an opportunity to do that / 

Mr. Leavy. I think that is a question of policy and interpretation 
of their rights in the matter. 

Mr. Dawson. That is right, it is a question of policy. Now, would 
you adopt a policy that w ould save the t taxpayers a million and a half 
dollars when you had a prospect of saving the money ? 

Mr. Leavy. Well, I think there is more involved than solely the 
money here. 

Mr. Dawson. That is involved in the question whether or not they 
could then negotiate with the company; is that right? 

Mr. Leavy. I think the question of policy is one that is not ap- 
propriate for me to try to answer, sir. 
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Mr. Dawson. But you have answered all these others, you are talk- 
ing about policy. 

i. Leavy. I have been talking about what was done with respect 
to that offer, I don’t think it is appropriate for me to go beyond that. 

Mr. Dawson. You were forbidden by the policy of the administra- 
tion from accepting a proposition that might have saved a million 
and a half dollars for the taxpayers, is that right ? 

Mr. Leavy. I was not foreclosed from accepting it, I would have 
questioned whether, if it had been my decision, I would have ac- 
cepted it. 

Mr. Dawson. If you had not been foreclosed from accepting it by 
policy, you could have accepted it, is that right ? 

Mr. Leavy. I had no authority to accept it. 

Mr. Dawson. Who did have the authority to accept it? 

Mr. Leavy. The Secretary of the Interior. 

Mr. Dawson. Thank you. 

Mr. Cuuporr. Mr. Fascell. 

Mr. Fasceti. Mr. Leavy, as I understand it, you said that no re- 
quest for appropriations for transmission lines had been made since 
fiscal 1954? 

Mr. Leavy. That is correct. 

Mr. Fasceti. And that was an announced Department policy in 
which you concurred, you felt that was reasonable, decided it was a 
good idea to look it over, as I remember your testimony. 

Mr. Leavy. That is correct. 

Mr. Fascety. Well, we have looked it over since fiscal 1954. What 
have you decided, if anything? 

Mr. Leavy. Well, as matters presently stand, it appears that we will 
be able to get wheeling agreements both in North Carolina and Georgia, 
and if we are successful in our present negotiations there will be no 
need for transmission lines. 

Mr. Fascetn. Well, that is a big if that has been hanging around 
since fiscal 1954. 

Mr. Leavy. It has been a big if. I think it is getting to be a much 
smaller one at the present state of negotiations. Iam hopeful that the 
present negotiations will result in contracts rather promptly. 

Mr. Fasceti, Now, that is a very interesting point. I would like to 
get your viewpoint on how you can secure a wheeling agreement. 

Mr. Leavy. Well, as matters stand, both Carolina Power & Light 
Co. and Georgia Power Co. have agreed that they will wheel power, so 
there is no controversy at this point about that basic question. 

Mr. Fascety. That is just the verbal understanding; isn’t it? 

Mr. Leavy. Well, there is no contract that says—it is a verbal under- 
standing; I think they have agreed to that in good faith—I must 
assume they are acting in good faith. 

Mr. Fasceti. You have reached a point in the negotiations where the 
power companies have agreed to wheel ? 

Mr. Leavy. Yes, sir. 

Mr. Fascett. As differentiated from their original position where 
they wanted to buy and sell? 

Mr. Leavy. That is correct. 

Mr. Fascetn. But you have reached no agreement on firming power ? 

Mr. Leavy. We have reached an agreement that they will sell firm- 
ing power at the project rates to the preferred agencies. 
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Mr. Fascett. On the Kerr Dam power, two-thirds of it goes to 
Vepco? 

Mr. Leavy. Yes, sir. 

Mr. Fasceitzi. And one-third of it goes to C. P. & Li? 

Mr. Leavy. Yes, sir. 

Mr. Fascetu. That one-third is sold as dump? 

Mr. Leavy. Under present circumstances it is sold as dump to Vepco. 

Mr. Fascety. Is any part of that, to your knowledge, resold to any 
other power company ? 

Mr. Leavy. I have no knowledge of where that goes. Of course, it 
is simply used in the company’s system to displace steam generation. 

Mr. Fascetn. Is there any interchange agreement, within your 
knowledge, between the C. P. & L. and Vepco? 

Mr. Leavy. Vepco interc hanges power with C. P. & L. and with 
Appalachian Electric Power Co. I have no reason to believe that the 
interchanges of power are greater because of their purchases of dump, 
however, sir. 

Mr. Fasceityi. Under those conditions do you believe that there is any 
reason why a power company should enter into any wheeling arrange- 
ment unless the contract entirely meets every proposal that they see fit 
to put into it? 

Mr. Leavy. I think that the companies are desirous of settling these, 
controversies. I think that is the reason they are willing to wheel. 

Mr. Fascerti. Well, from a business standpoint isn’t it strictly a 
unilateral bargaining proposition ? 

Mr. Leavy. Not entirely so, no, sir. 

Mr. Fascein. Now, it would be your agency and the company that 
would be negotiating the contract. On what basis does the Govern- 
ment bargain ? 

Mr. Leavy. The Government’s bargaining position, of course, is 
helped by the fact that a controversy exists which the company would 
like to settle. The Government’s position is also helped by the fact 
that, as we have discussed in the case of Georgia, there are some benefits 
to be gained by the companies in these arrangements—some economic 
benefits. 

Mr. Fasceti. You mean benefits greater than they would be getting 
by buying dump power? 

Mr. Leavy. Yes, sir. 

Mr. Fasceti. In other words, the bargaining position of the Gov- 
ernment is to give greater economic benefit to the company than it. is 
now getting, and therefore it can bargain, in order to provide the 
power to the co- ops; do I understand your reasoning to be that? 

Mr. Leavy. I am not sure I followed you on that. 

Mr. Fascetx. I am not sure I followed you, and that is the reason I 
restated the proposition. 

Mr. Leavy. What I was trying to say is that these arrangements 
have an economic value to the company. If they can purchase power 
from the Government more cheaply than they can generate it them- 
selves, there is an economic benefit. Therefore, since the Government 
has something of benefit that the company can use, the company does 
have some bargaining position. 

Mr. Fascer... Mr. Le savy, aren't companies now getting an economi 
benefit by buying the power direct under dump rates in this one case 
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Why should they go into any other arrangement? I don’t follow your 
line of reasoning. 

Mr. Leavy. The economic benefit on the dump purchases is quite 
small. The power simply replaces cainaaamll energy that they 
would otherwise generate in their own plants, and the economic benetit 
to them is the saving in fuel costs, as compared to the cost they pay 
for the dump power. Now, if it is sold to them under long-term agree- 
ments so that they can rely on its availability, there is a direct economic 
benefit in that they need not invest money in plants to produce that 
equivalent power. I think the economic benefits to the companies are 
greater in the case of these long-term arrangements than in these 
interim dump sales. 

Mr. Fascetn. That is all, Mr. Chairman. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. How long have you been with the Department ’ 

Mr. Leavy. I have been with the Department since 1938, with the 
exception of a year and a half, and with the exception of my military 
service. 

Mr. Horrman. And following the line that my distinguished asso- 
ciate was just using, have you found the people who were negotiating 
for the private companies just as interested in the welfare of the people 
as a whole as those who represent the Government ? 

Mr. Leavy. I think they are primarily interested in the economic 
situation of their company, as they properly should be. 

Mr. Horrman. Just. as those who represent the Government are in- 
terested in getting the best bargains they can for the Government / 

Mr. Levy. That is correct. 

Mr. Horrman. And you were asked as to how you expected to se- 
cure wheeling agreements. I understand your answer was by nego- 
tiation. 

Mr. Leavy. That is correct. 

Mr. Horrman. Do you have any other business or occupation or pro- 


fession except the one representing the Interior Department? 

Mr. Leavy. No. 

Mr. Horrman. None at all? 

Mr. Leavy. No, sir. 

Mr. Horrman. Well, you have some experience with the average in- 
dividual. You buy groceries, I suppose, and own a home, or rent one, 
and you buy clothing and other things? 

Mr. Leavy. Yes, sir. 

Mr. Horrman. Do you find these gentlemen who represent the 
power companies any more insistent upon entering into Tiuinaiane 
contracts, or contracts that would be advantageous to their companies, 
than the average individual isin a business deal ? 

Mr, Leavy. Probably not. They are somewhat more able than the 
people I deal with when I buy groceries. 

Mr. Horrman. Then the average individual ? 

Mr. Leavy. Yes, sir. 

Mr. Horrman. And don’t you think that is a good thing? 

Mr. Leavy. From the standpoint of the companies it is an excellent 
thing. 

Mr. Horrman. And do you find them inferior in intelligence and 
earnestness to those who represent the Government ? 

Mr. Leavy. No, sir. 
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Mr. Horrman. So, as a matter of fact, they are on an equal footing; 
aren’t they ? 

Mr. Leavy. Yes, sir. 

Mr. HorrmMan. You don’t find them calling any sitdown strikes on 
you, anything of that kind? 

Mr. Leavy. Most infrequently. Occasionally that occurs; occasion- 
ally it occurs on our part as well. 

Mr. Horrman. And of course they don’t have the resources that the 
Federal Government has back of it ? 

Mr. Leavy. I think they are amply supplied with resources, how- 
ever. 

Mr. Hormann. Which they have accumulated through their own 
efforts. 

Mr. Leavy. Yes, sir. 

Mr. Horrman. Do you mean to say that the Federal Government 
has given these power companies in these negotiations unfair advan- 
tages, or written a contract that is unfair to the people of the United 
States # 

Mr. Leavy. I don’t believe that we have, or will. We certainly 
don’t intend to. 

Mr. Horrman. So, if we boil it all down to the present situation, 
they haven’t been able to force any unconscionable contract on your 
Department; have they ? 

Mr. Leavy. Not at the moment. 

Mr. Horrman. Are you fearful of the future, if you haven't any- 
thing to do—— 

Mr. Leavy. Iam not fearful. 

Mr. Horrman. I was just wondering why you put that “at the mo- 
ment” in, was all. Now, it has been the policy of this administration, 
has it not, when negotiating contracts in which the co-ops were in- 
terested, to submit those contracts to the co-ops before they were 
signed ¢ 

Mr. Leavy. Yes, that is correct. 

Mr. Horrman. And that wasn’t done before in the early days, was 
it, when you were with the Department ? 

Mr. Leavy. It was always done insofar as I have been involved in 
them. 

Mr. HorrmMan. But wasn’t it the policy of the administration previ- 
ously to have the co-ops over on one side of the hall and the power 
companies here, and then to go back and forth, but when the contract 
was actually written, the co-ops had to take it; didn’t they ¢ 

Mr. Leavy. My experience has been that there is no particular dif- 
ference in all of the situations in which I have been involved. There 
hasn’t been any situation in which I have been involved where the 
preferred agencies have not had an opportunity to speak. 

Mr. Horrman. Then, insofar as your experience and knowledge 
goes, the co-ops haven’t been subjected to any treatment under this 
administration that didn’t apply under previous administrations in 
the making of contracts ? 

Mr. Leavy. In so far as I have been concerned, that is correct. 

Mr. Horrman. Then they aren’t the victims of an unlawful, illegal 
conspiracy at the moment, so far as you know? 

Mr. Leavy. Not so far as I know. 

Mr. Horrman. I think that is all. 
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Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. Mr. Leavy, where are your headquarters, the headquar- 
rs of the Southeastern Power Administration ? 

Mr. Leavy. Elberton, Ga. 

Mr. Jonas. How far is that from Atlanta? 

Mr. Leavy. About a hundred miles from Atlanta. 

Mr. Jonas. Did you know that this committee was holding hearings 
in Atlanta back in the fall ? 

Mr. Leavy. I noticed it in the newspapers. 

Mr. Jonas. You weren’t notified by the committee that we were 
down there investigating the Southeastern Power Administration 
policies? 

Mr. Leavy. No, sir. 

Mr. Jonas. You were not invited to attend, and were not given any 
notification that the hearings would be held ? 

Mr. Leavy. No, sir. 

Mr. Jonas. Did you read the testimony produced there by the wit- 
nesses ? 

Mr. Leavy. I was given a copy of the testimony of Mr. Pollock, of 
GEMC. Lam not familiar with any of the other testimony. 

Mr. Jonas. You mean you were not furnished with a transcript of 
the testimony by the committee staff # 

Mr. Leavy. Not directly. 

Mr. Jonas. Well, were you indirectly ? 

Mr. Leavy. No, neither directly nor indirectly. I presume the De- 
partment was furnished with something. 

Mr. Jonas. But as far as you were concerned, this committee never 
furnished you with any of the testimony given in Atlanta or anywhere 
else ? 

Mr. Leavy. No, sir. 

Mr. Jonas. How were you notified to be here, by letter or telephone 
call? 

Mr. Leavy. I was notified by telephone call from Assistant Secre- 
tary Aandahl, and he subsequently sent me a copy of the committee 
letter to Secretary McKay, which requested my presence. 

Mr. Jonas. That was a letter from the committee chairman? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. Requesting your presence today ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. There have been some questions asked here this morning 
indicating that it would be wrong for the company in Georgia, for 
example, ‘to restrict its wheeling arrangements to an area within 150 
miles of the project. Now, how does that compare with the situation 
in Vepco? 

Mr. Leavy. It is the same as the situation in Vepco, insofar as 
miles are concerned. 

Mr. Jonas. You mean under the Vepco contract the Virgina com- 
pany is required to wheel only — a radius of 150 miles? 

Mr. Leavy. That is correct, sir. I should, however, point out that 
the geography there is such that all of the cooper: tives are served 
in that 150-mile radius. 

Mr. Jonas. That wouldn’t preclude the organization of the coopera- 
tives outside of the 150-mile radius; would it ? 

Mr. Leavy, No, sir. 
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Mr. Jonas. Now, did you negotiate the Vepco contract 

Mr. Leavy. Yes, sir. 

Mr. Jonas. With the assistance of whom ? 

Mr. Leavy. With the assistance of staff members of Southeastern. 

Mr. Jonas. Did the Interior Department—did the Secretary’s office 
come into the negotiations ? 

Mr. Leavy. They did not come into the negotiations. The con- 
tract was approved by the Secretary. 

Mr. Jonas. Who was the Secretary then ? 

Mr. Leavy. Mr. Chapman. 

Mr. Jonas. Mr. Oscar Chapman ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. And when was that contract approved? 

Mr. Leavy. It was approved sometime shortly after its execution 
on August 8, 1952. 

Mr. Jonas. Now, would you say, sir, that it is reasonable to put some 
distance in these wheeling contracts ? 

Mr. Leavy. Well, it is necessary to put some sort of a limit in them, 
obviously. 

Mr. Jonas. Otherwise they might be obligated to transmit power 
from California to the east coast, if there were not some limitation 
in there; is that not true? 

Mr. Leavy. Withcut some limitation, yes. 

Mr. Horrman. Will you yield for one question ? 

Mr. Jonas. Yes. 

Mr. Horrman. These contracts that you spoke of that you assisted 
in negotiating, was Mr. Lanigan with the Department then? 

Mr. Leavy. I don’t know, sir. 

Mr. Horrman. Thank you. That is all. 

Mr. Jonas. Well, there is some question involved of building lines 
and maintenance and upkeep. Isn’t the term “transmission distance” 
sometimes used ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. Isn’t 150 miles a pretty reasonable distance to be desig- 
nated as reasonable transmission distance / 

Mr. Leavy. It may very well be. I think that in any particular 
situation it depends on the circumstances; that is, how much power 
you are planning to transmit. 

Mr. Jonas. But there was nothing significant about the insistence 
on the part of the Georgia companies that their requirement to wheel 
be limited to 150 miles? 

Mr. Leavy. No, I think it was simply an attempt in that respect to 
follow the pattern of the Vepco contract and the C. P. & L. proposal. 

Mr. Jonas. There has been a lot said this morning about the loss 
to the taxpayers by reason of the inability of the preference customers 
to get the power at Clark Hill Dam and Kerr Dam. And you made a 
lengthy statement in your letter to Senator Murray, and have testified 
about it this morning. Now, did you mean to say that there has been 
any actual loss of—money has not been paid out of the pockets of the 
Treasury to make up this $907,000 alleged loss at Kerr Dam and the 
$1,489,000 at Clark Hill ? 

Mr. Leavy. No; it is simply money that has not been received by the 
Government. : 
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Mr. Jonas. The prospective loss of anticipated revenue, if certain 
other conditions had occurred—that is, other than those that actually 
did occur—that is the truth about it, is that right? 

Mr. Leavy. That is right. 

Mr. Jonas. And so there has been no payout lost by the Treasury of 
the money you have been talking about this morning ¢ 

Mr. Leavy. No; the projects will pay out over the repayment period. 
They simply will not pay out quite as quickly. 

Mr. Jonas. Now, the chairman of the full committee, Mr. Dawson. 
asked you if this $1,489,960 loss of prospective revenue might have 
been eliminated if the contract proposed by the cooperatives in Georgia 
had been accepted. 

Mr. Leavy. Yes, sir. 

Mr. Jonas. Do you recall that question, and your answer ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. Is it not true that a similar result would have occurred, 
and the prospective loss in revenue would not have occurred if the 
tricontract had been accepted ? 

Mr. Leavy. That is correct. 

Mr. Jonas. So on one occasion the cooperatives had proposed a 
contract which the Department didn’t approve because of the reasons 
you have stated. If it had been approved, and if it had been executed, 
and if all of the conditions had been met, we might have had an income 
of $1,400,000 more than we did. 

Mr. Leavy. That is possible; yes, sir. 

Mr. Jonas. And if the tricontract which had been proposed by the 
companies had been accepted by the co-ops, a similar result would have 
occurred and we would have recouped the $1,489,000 that we didn’t 
receive ¢ 

Mr. Leavy. That is correct. 

Mr. Jonas. Now, substantially, is it not true that the only difference 
between those contracts, the one proposed by the co-ops and the tri- 
contract which was proposed by the companies, the only substantial 
difference involved a question of who would have title to the power. 

Mr. Leavy. That is the basic difference. I think there were prob- 
ably some economic differences as well. 

Mr. Jonas. Well, the cost of the power was going to be the same to 
the co-ops in the long run, was it not 

Mr. Leavy. The cost might have been the same, I believe that the 
co-ops felt that they might receive more of the project power, and 
therefore increased their savings. 

Mr. Jonas. But they were going to get the power at the same rate 
under both contracts ? 

Mr. Leavy. I think that is correct. 

Mr. Jonas. And the reason they wouldn’t go for the tricontract was 
because they contended that they ought to have title to the power at 
the bus bar # 

Mr. Leavy. That was their basic objection. 

Mr. Jonas. And they refused to go along with the idea that they 
could buy any power from the private power companies, even though 
they could get it at the same cost ¢ 

Mr. Leavy. That was basically the case. 

Mr. Jonas. As a matter of fact, you were led to say that this offer 
to wheel on the part of some of the companies had been verbal. 
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\ren’t you aware of the fact that Mr. Sutton, for example, the presi- 
ent of the Carolina Power & Light Co., has testified before com- 

\ittees of Congress on numerous occasions that his company is will- 
ng to wheel ay power to the preference customers ? 

Mr. Leavy. I am familiar with that; yes, sir. 

Mr. Jonas. As a matter of fac t, I expect offers to do so in writing 
ave been made, have they not, in the form of letters and written 
-tatements filed with committees and whatnot ? 

Mr. Leavy. I presumeso. Iam not certain. 

Mr. Jonas. Anyway, you are familiar with the testimony of Mr. 
Sutton in which he said that his company was now and had been 
willing to wheel this power to the preference customers ¢ 

Mr. Leavy. I am familiar with that; yes, sir. 

Mr. Jonas. Now, the only reason a suitable contract was not made 
was because the cooperatives wanted the Carolina Power & Light Co. 
to do something other than wheel the hydro power that was available; 
s that not true? 

Mr. Leavy. That is true. 

Mr. Jonas. They wanted the company—and this is the reason a 
wheeling agreement was not negotiated 2 or 3 years ago to provide 
the perference customers in North Carolina, this carrydown power— 

hey wanted the company—will you explain what they did want the 
“ company to do in addition to wheeling ? 

Mr. Leavy. They wanted the company, in addition to wheeling, to 
furnish firming energy so that the power from the project would be 
usable by the preference agencies. They wanted the company to do 
what VEPCO is doing. 

Mr. Jonas. So it was not any inability on your part, or the Gov- 
ernment, or any unwillingness on the part of the companies involved 
to wheel and to make agreements for wheeling that caused a failure 
to make this power available, but because the co- ops insisted on some- 
thing other than wheeling, they wanted power in addition to that 
which is available from the project; is that not true? 

Mr. Leavy. Firming was necessary for the project power to be us- 
able by the preferred agencies. 

Mr. Jonas. Well, the answer to my question, then, is “yes,” isn’t it? 

Mr. Leavy. Yes; that is right. 

Mr. Jonas. Now, the cooperatives take the position that under the 
Flood Control Act—and I think you agree with this—and under 
section 5 of that act, or paragraph 5, I think it is—in addition to giv- 
ng the preference customers the preference right to power, the 
hydro power developed at that project, the Government assumes an- 
other obligation, and that is to go out and buy commercial power or 
‘nerate it to firm up that hydro, to make it more acceptable in use; is 
that correct ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. I think you testified that it is your interpretation of 
section 5 of the Flood Control Act of 1945 that the Government has 
assumed this obligation to buy power on the outside to firm up the 
liydro which it developed. 

Mr. Leavy. I think, sir, my testimony was not that the Government 
had assumed the obligation, but that the Government had the au- 
thority to do that. 
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Mr. Jonas. You don’t contend that the section requires the Govern- 
ment to do that? 

Mr. Leavy. If the preference clause is to be meaningful, it is neces- 
sary that the Government either purchase the firming or enter into an 
arrangement whereby the firming will be made directly available to 
the preferred agencies. 

Mr. Jonas. Let’s see if that is exactly correct. Assume that you 
have a municipality within transmission distance of a dam, it has the 
right to purchase—a preferential right to purchase hydro energy de- 
veloped at this dam. You say for that clause to be meaningful that 
the Government must be authorized to purchase outside power to firm 
that up, tosupply that municipality ? 

Mr. Leavy. I say that to be meaningful with respect to preferred 
agencies who have no generation, it is necessary that they have a 
source. 

Mr. Jonas. Yes, but the section doesn’t say preference agencies that 
have no generation, does it ? 

Mr. Leavy. No, sir. 

Mr. Jonas. Well, how can you read that language into a section 
when it doesn’t appear there ? 

Mr. Leavy. Well, in many situations the only preferred agencies 
that exist have no generation. In Georgia, for example, none of the 
preferred agencies have generation, so there is no basis for selling 
power to them unless they have a source of firming energy. 

Mr. Jonas. The section, on the contrary, does authorize the Depart- 
ment to build transmission lines where it 1s necessary to take the power 
to them, but it doesn’t say anything about buying supplemental power 
to add to that which is generated by the plant or at the project ? 

Mr. Leavy. It does not specifically cover that, I agree. 

Mr. Jonas. Well, that has been the basis of the argument through- 
out, hasn’t it, that some of the preference agencies have insisted that 
a proper interpretation of this section would require the Government 
to do whatever is necessary to make this power available to them and 
to firm it up to make it usable in commercial quantities. 

Mr. Leavy. I think that is correct. 

Mr. Jonas. Now, did you say that the pattern of negotiations be- 
tween and since—the pattern of negotiations between the Administra- 
tion, which you had—that is, the Southeastern Power Administra- 
tion—and the cooperatives and the companies involved, there has been 
no change in that pattern, and you are following this same method 
and procedure of negotiating, communicating with different groups, as 
you followed, before the change of administration ? 

Mr. Leavy. I would say basically we are following the same 
procedure. 

Mr. Jonas. Now, I would like for you to refresh your memory— 
and perhaps you have done so since you testified earlier. I understood 
you to say that the first denial of transmission line funds was made for 
fiscal year 1953. I am under the impression—maybe I am wrong 
about it—that Congress turned down requests for transmission lines 
before fiscal 1953. 

Mr. Leavy. Yes, my testimony may not have been clear, I think I 
amended my original statement. I know requests were made in both 
1952 and 1953, and possibly 1951, I simply don’t remember. 
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Mr. Jonas. I didn’t think you had brought in 1952, but I was under 
the impression that similar requests had been made in 19% 2, and I 
think in 1951, also. 

Mr. Leavy. I believe so. 

Mr. Jonas. And Congress turned down those requests. 

Mr. Leavy. Yes, sir. 

Mr. Jonas. I believe that is all. 

Mr. Horrman. Mr. Chairman, we were told that we might have 
a copy of the brief that counsel prepared, I think, at Idaho Falls, 

or one of the other hearings. 

Mr. Cuuporr, I promised you a rough copy. It was on the question 
of privilege. 

Mr. Horrman. It was on the question of privilege, yes. May I 
have that? 

Mr. Cuuporr. Mr. Lanigan made a study of the law in San Fran- 
cisco and the question of privilege and you asked for a copy of the 
brief although we never got into the case because it never came up. 
You remember that came up, and I said, “What is the use of making 
a ruling until the problem comes up?” And you agreed. 

Mr. Horrman. I agreed? 

Mr. Cuuporr. You agreed that there was no sense of arguing the 
question as to whether the statements were privileged if there were 
no statements, 

Mr. Horrman. That is right. But you said you would give me a 
cOpy. 

Mr. Dawson. May I ask the witness a question, if Mr. Jonas is 
through. 

Mr. Cuuporr. Yes, sir. 

Mr. Dawson. Mr. Leavy, you do not make policy? 

Mr. Leavy. No 

Mr. Dawson. And you undertake to carry out your duties in con- 
formity with the policy under which you operate? 

Mr. Leavy. That is right. 

Mr. Dawson. But you do not make that policy ? 

Mr. Leavy. No, sir. 

Mr. Motionan. May I ask a question, please ? 

Mr. Cuuporr. Yes, sir. 

Mr. Motitonan. You said that one-third of the production at Kerr 
Dam was sold as dump ? 

Mr. Leavy. Yes, sir. 

Mr. Motionan. And that dump sale actually replaced a power 
that was ordinarily produced by the steam generating plants of the 
pagver companies ? 

Mr. Leavy. Yes, sir. 

Mr. Motitonan. What is the quantity represented in one-third of 
the production so sold; what number of kilowatts are involved? 

Mr. Leavy. The number of kilowatts would be one-third of 208,000, 
something between sixty-five and seventy thousand kilowatts. 

Mr. Moronan. Approximately 70,000 kilowatts. Now, can you 
help me to this extent, by translating that 70,000 kilowatts into the 
number of tons of coal that might have been replaced by each dump 

sale? 

Mr. Leavy. I certainly couldn’t offhand. I think that could be 
computed, if you wish us to do it. 
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Mr. Motitonan. Generally speaking, from your experience in thie 
association with the power production industry, how many tons of 
coal are usually taken as necessary to produce a thousand ‘kilowatt- 
hours, for instance ? 

Mr. Leavy. I don’t know. Iam not an engineer. 

Mr. Motionan. It would run into thousands of tons, would it not? 

Mr. Leavy. I assume it would be a very substantial amount. 

Mr. Cuvuporr. Mr. Leavy, I would like to sort of sum this situation 


up in my mind. It appears to me that we have been talking about « 


lot of technical things. But as I understand it, the whole crux of th: 
entire problem is the question of wheeling. The dams are there, th: 
power Is available, under the Flood Control Act the co- ops and the 
G. and T.’s are there; the only question is how we are going to get 
the power to the organizations entitled to the power under the Flo 
Control Act. If we could get an agreement as to wheeling, then ther 
would be no problem; isn’t that correct / 

Mr. Leavy. That is correct, with one amendment. We must also 
have a source of firming energy. 

Mr. Cuuporr. Iam going to get tothat. Now, isn’t it true that ther: 
was no offer on the part of anyone to wheel power until July 13, 1955/ 

Mr. Leavy. You are referring to Georgia Power Co. ? 

Mr. Cuvuporr. Georgia Power. 

Mr. Leavy. Yes, sir. 

Mr. Cuuporr. Up to that time they refused to wheel power ? 

Mr. Leavy. Yes, sir. 


Mr. Cuuporr. Now, isn’t it true from a practical standpoint that, if 


the appropriations requested in prior appropriation acts to allow the 
building of transmission lines by the Federal Government—if the 
request ‘for : appropriations, if the appropriations are going to be made, 
isn't it true that 10 minutes after the passage of the appropriations 
you would have an offer to wheel 

Mr. Leavy. It.isentirely possible. 

Mr. Cuuporr. So we certainly would have to use the money after we 
got an offer to wheel, we could put the money back in the Treasury ? 

Mr. Leavy. That’s correct. 

Mr. Cuvuporr. Now, let’s talk a little bit about the tricontract pro- 
posal. Under the law, co-ops and G. and T.’s are entitled to all of this 
power if they have need for it; isn’t that right ? 

Mr. Leavy. Yes; I think that they have a prior right to all of the 
power that they can use. 

Mr. Cuvuporr. Now, isn’t it true that the private companies wouldn't 
agree to wheel the power unless it was stated in the tricontract that 
they would be entitled to one-third of this public power ? 

Mr. Leavy. I can’t tell you whether that was their position spe- 
cifically or not. Iam personally familiar, of course, with the VEPCO 
situation where the company gets a portion of the capacity, and in that 

‘ase it was at the instance of the Government that it was done in that 
fashion, an economic question. 

Mr. Cruruporr. The co- ops offered to buy it all; didn’t they ? 

Mr. Leavy. They offered to buy it all in Georgia. 

Mr. Cuvporr. And as a matter of fact, if we sold it all to the 
co-ops and built these transmission lines, the loss of income to the 
Government would not be $2,397,017 

Mr. Leavy. I didn’t get your question, sir. 
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Mr. Cuvuporr. If it had been sold to the co-ops in accordance with 
their offer to buy, and transmission lines were built by the Govern- 
ment, which I think they have a right to do under section 5 of the 
Flood Control Act, then the Government wouldn’t have had this loss 
of $2,400,000. 

Mr. Leavy. If the co-ops had been in a position to purchase and pay 
for the power, the loss would not have occurred. 

Mr. Cuvuporr. So that actually there has been no real offer to wheel, 
unless and until certain blackjack provisions were agreed to in the 
contract by the co-ops, either that they would give the private power 
ompanies one-third of the power, or that they would dare to build 
their own steam plants and lose their right to public power alto 
gether—I believe you testified that there was some provision in one 
of the contracts that if the co-ops would build their own steam plants, 
they would lose their right to purchase power altogether; isn’t that 
right ¢ 

‘Mr. Leavy. Under this contract they would lose their right to get 
the power through the wheeling contract ; yes, sir. 

Mr. Cuuporr. I am going to follow that with one more question, 
and then I am going to yield to Mr. Fascell. Under the law, the 
Secretary of the Interior has a duty to uphold and defend the Consti 
tution and the laws of Congress; isn’t that right ? 

Mr. Leavy. Yes, sir. 

Mr. Cuuporr. And if the Flood Control Act of 1944, section 5, 
provides for certain rights to preference customers, the Secretary of 
the Interior is dutybound to uphold that ? 

Mr. Leavy. Yes, sir. 

Mr. Cuuporr. And in view of the fact that Secretary Chapman 
issued certain directives for certain interpretations of that law that 
weren't overruled, it appears to me, and it should appear to you, that 
the present Secretary of the Interior is ignoring the regulations and 
interpretations of the prior Secretary in the sale of power under the 
Flood Control Act of 1944; is that right ? 

Mr. Leavy. I believe he is interpreting it differently than the previ- 
ous Secretary. 

Mr. Cuuporr. In other words, you are only an employee of the 
Southeastern Power Administration, and regardless of your personal 
feelings you are dutybound to follow the policies and theories sent 
down by the present Secretary of the Interior, even though you might 
believe they were wrong ? 

Mr. Leavy. That is true. It was true before the present Secretary 
came in, as well. . 

Mr. Cuuporr. Thank you. 

Mr. Fascell ? 

Mr. Fascetu. I understood that it was the proposal of the Georgia 
Power Co. that there be 150-mile limitation. In the prior proposal, 
was there such a limitation ? 

Mr. Leavy. No, sir. 

Mr. Fascetn. That is all. 

Mr. Leavy. To make it clear, there was a limitation, but it was the 
service area of the company, regardless of the distance. 

sara Do you think it is fair to limit the distance to 150 
miles ? 
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Mr. Leavy. I think there are some serious problems in trying to so 
limit it. And we are dealing with that problem; we have discussed it. 

Mr. Cuuporr. Don’t you ‘think a fair provision would be to limit 
to the service area of the company ? 

Mr. Leavy. It would certainly eliminate many problems. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. In answer to the chairman, you stated that the co- 
ops under the law were entitled to all the power produced in these 
reservoirs, these hydroelectric plants. 

Mr. Leavy. Yes, sir. 

Mr. Horrman. But there isn’t anything in the law that requires 
any private company ordinarily to ‘wheel that power anywhere, is 
there ? 

Mr. Leavy. No, sir. 

Mr. Horrman. That is all. 

Mr. Cuvuporr. Mr. Jonas. 

Mr. Jonas. There is one thing I am not clear about, and I would 
like for you to try to help me straighten it out in my own mind. 
Witness after witness before this committee has stated that the hydro 
development at these projects is not worth much unless it can be firmed 
up. Now, do you mean by that that it won’t produce enough kilowatts 
of energy to be reasonably usable, or what is the basis for that state- 
ment ¢ 

Mr. Leavy. The basis for that statement 

Mr. Jonas. I don’t know much about power, that is the reason for 
my asking. 

Mr. Leavy. The basis for that statement is that there is not enough 
water available to operate the plant 24 hours a day, so during por- 
tions of the day there must be a supplemental source for the power. 

Mr. Jonas. But while the power is available, while the energy is 
being generated, the hydro that is can be transmitted just as “well 
as if it had been firmed up, can’t it? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. So, if you take a strict interpretation of this section, 
section 5, there is no reason why you would have to go beyond the 
actual hydro development at the dam and firm up energy, would you? 

Mr. Leavy. I suppose that section 5 could be so interpreted. 

Mr, Jonas. I was trying to get an explanation of why witnesses 
keep saying that the energy from the dam itself is not worth much to 
customers unless it can be firmed up. And your answer is that be- 
cause it is not a continuous production of it, due to the fall and flow of 
water. 

Mr. Leavy. Yes, sir. 

Mr. Horrman. Would you yield for another question ? 

Mr. Jonas. I have only one more question. But if the water was 
sufficient to make a continuous production of the power capacity in the 
dam available, there would be no reason why it couldn’t properly be 
transmitted from the bus bar of the dam out to preference customers 
and they could use it, is that right ? 

Mr. Leavy. Thatisright. — 

Mr. Horrman. In addition to the reason you gave in answer to 
Mr. Jonas for the necessity of firming up power, that is, the variable 
flow of the river, the fact they sold at the peak and then when there 
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came a shortage of water, they didnt’ have sufficient power that is the 
reason all hydroelectri ic plants want steam plants, isn’t it? 

Mr. Leavy. Well, the best use of the hydroelectric plant is to use 
its full capacity during a short period of time. 

Mr. Horrman. And if they would only sell at the low or average 
capacity they would be all right, wouldn't they, these would be sur- 
p lus part of the time / . 

Mr. Leavy. It would be possible, but it would not be possible to 
pay out the project if sold on that basis. 

Mr. Fasceii. Following out the story on selling at the minimum, 
you certainly couldn’t utilize the project on sound business principles, 
could you ? 

Mr. Leavy. No, sir; it would not pay you. 

Mr. Fascein. So it would not be possible to utilize the power based 
on the minimum that could be produced by hydro alone? 

Mr. Leavy. That is right. 

Mr. Fascetn. So you couldn’t put any limitation on the sale of 
power under section 5, because it requires sale under sound business 
principles, so you couldn't sell it by the minimum, but according 
to how it was firmed up ? 

Mr. Leavy. That is correct. 

Mr. Horrman. Conceding all that, and agreeing with his state- 
ment, then it follows, doesn’t it, that when you build a dam and gen- 
erate electric power, if you sell the top, you have to have a steam 
plant all the time, to firm up, don’t you ? 

Mr. Leavy. There must be a source of steam power. 

Mr. HlorrMan. Sure, something available. 

Mr. Leavy. With respect to the plants we are dealing with. 

Mr. Horrman. So that when the Lord doesn’t send down rain 
enough to fill the river and generate the top, we have to have a little 
steam power turned on ? 

Mr. Leavy. That is correct. 

Mr. HorrmMan. So if you can get them to build a hydroelectric 
plant and sell at the peak, then you claim the Government is under 
an obligation to build a steam plant / 

Mr. Dawson. That is right. It gives them the power to build a 
steam plant to use the steam. 

Mr. Cuuporr. Nevertheless the big problem is the wheeling, if you 
can work out wheeling, we wouldn’t have this problem, and if the 
(rovernment would say to the private companies, “If you don’t work 
out a wheeling agreement by X day”—it should be a day at a rea- 
sonable time in the future—“we are going to appropriate money to 

build transmission plants,’ -] think it is safe to say we will get some 
wheeling agreements by that time. 

Mr. Leavy. I think so. 

Mr. Cuuporr. We will recess until 2 o'clock, for lunch, when we 
will hear Mr. Aandahl, the Secretary. 

(Whereupon, at 12:40 p. m., a recess was taken until 2 p. m.. 
of the same day.) 


AFTERNOON SESSION 
Mr. Cuuporr. The subcommittee will be in order. The first witness 
this afternoon is Mr. Fred G. Aandahl, Assistant Secretary of the 
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Department of the Interior. Would you come up and take the witness 
chair, please, Mr. Aandahl. 


Mr. Aandahl, would you please identify yourself for the reporter. 


STATEMENT OF FRED G. AANDAHL, ASSISTANT SECRETARY, 
DEPARTMENT OF THE INTERIOR 


Mr. Aanpant. I am Fred G. Aandahl, Assistant Secretary of the 
Department of the Interior. 

Mr. Cuvporr. Mr. Aandahl, I believe that you submitted a prepared 
statement, and I presume that you want to read it for the record’ 

Mr. Aanpaut. I would like to read it, Mr. Chairman. I think it 
will be helpful in presenting the Department’s point of view with 
respect. to a number of policy questions that will be involved in this 
hearing, and I think it will be helpful to our understanding. 

Mr. Cuvuporr. Will you proceed, please. 

Mr. Aanpant. It is hardly necessary for me to observe that I have 
noted with interest the hearings that this committee has held recently 
and the testimony it has received relating to the electric power market- 
ing activities of the Department of the Interior. I appreciate your 
courtesy in offering me an opportunity to make a statement on this sub- 
ject, and I also recognize that some basic differences of opinion may 
stimulate later pointed questions and answers. 

The Department of the Interior is the marketing agent for all elec- 
tric power produced by the Federal Government except that under the 
Tennessee Valley Authority. It markets all power produced in proj- 
ects constructed by the Corps of Engineers except at Sault Ste. Marie 
and all power produced in projects constructed by the Bureau of 
Reclamation. All power produced by the Federal Government, in- 
cluding TVA, constitutes about 13 percent of the total installed com- 
mercial generating capacity in the United States. This total generat- 
ing capacity of 113 million kilowatts as of September 1 includes a 
reserve of about 20 percent with only 80 percent of the total being 
needed to meet current peak loads. If by some disaster all Federal 
power were destroyed, there would still be enough power if proper 
distribution could be arranged to meet all our needs with still a 7- 
percent reserve. 

The production of Federal hydroelectric power was started long ago 
by both the Corps of Engineers as a product incidental to their major 
function of flood control and navigation and by the Bureau of Recla- 
mation as a product incidental to irrigation. In more recent years 
the benefit of power production has reached a more important role in 
the multipurpose projects of both of these agencies. 

_ The production of this Federal power is a definite valuable contribn- 
tion to the power supply of the Nation and an important step in the 
conservation of natural resources by utilizing the running water of our 
rivers that would otherwise flow wastefully or destructively to the sea. 

The Department of the Interior has a responsibility to actively 
plan and request congressional approval for construction of those 
projects which are beyond the ability of local people to finance. 
Recently the department asked for congressional approval for the 
Colorado River storage project which will help to develop the large. 
untenned notural racanreas of the Colorado River Basin. The Fry- 
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ingpan-Arkansas project is another multipurpose development for 
which authori ization has been requested. During this fiscal year con- 
struction is getting under way on the Trinity project for which we 
asked reauthorization and which will add over 200,000 kilowatts of 
ower in the northern California area. 

The rapid continuing growth in the use of electric power, however, 
will very likely be percentagewise as great, if not greater, as a con- 
tinuing moderate program of Federal water development, and the 
percentage of Federal power to total power will very likely stay at 
about 13 “percent. Nowhere in the United States, except in the TVA 
area, is there federally produced commercial steam power. I feel that 
the Federal Government has wisely refrained from that activity in 
other areas. 

The foregoing basic information prompts the conclusion that nation- 
wide the primary responsibility for supply power needs rests with 
the local people and that they are ably meeting that responsibility 
either by local public power or by private enterprise projects. It is 
interesting to note that the two regions of lowest reserves now are 
in the TVA area where there is a Federal socialistic monopoly of 
power generation and transmission, and the Pacific Northwest where 
Federal activity has reached 58 percent of the total. Certainly as 
one factor, the threat of Federal regional monopoly and absorption 
of local investments has discouraged local responsibility in these areas. 

It is also significant to observe the resumption of local responsibility 
und fast responsive action of local interests, both public and private, 
in the Pacific Northwest when the partnership approach was recently 
reemphasized by responsible members of the Federal Government. 

The Department of the Interior firmly established its position in 
this respect in a power policy statement that was issued August 18, 
1953, over the signature of Secretary McKay, from which I quote: 

It is recognized that the primary responsibility for supplying power needs of an 
area rests with the people locally. The responsibility of the Department of the 
Interior is to give leadership and assistance in the conservation and wise utiliza- 
tion of natural resources. The Department does not assume that it has exclusive 
right or responsibility for the construction of dams or the generation, trans- 
inission, and sale of electric energy in any area, basin, or region. 

In the power policy statement, the Missouri River Basin marketing 
criteria, contract negotiations and the language of the contracts or 
amendments thereto Interior has tried to make it abundantly clear 
that. any power requirements that a customer may have above the 
amounts then available from the Government must come from non- 
Federal sources, and that it is his and local power suppliers’ duty and 
responsibility to arrange for it. This position ties in with the funda 
mental concept that. the primary responsibility for electric power 
supphes rests with the people locally and that Federal power must 
be recognized as only a helpful contribution to the overall require 
ments. For the protection of the customer, in order that he may 
not be caught in the trap of depending on Federal power that will 
not be available, it is important that this position be made clear. 

At this point some guidelines for the marketing of Federal power 
¢ " well be reiterated. They are: 

. Recognize that the primary responsibility for supplying power 
rests w ith local people. 

Think of Federal power as a helpful contribution to what they 
are odeiae locally. 
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3. Try to fit Federal power in with locally established generation 
and transmission systems either public or private, or suc +h modifica- 
tion of them as are locally initiated, in such a way that disturbances 
of them will be held to a minimum; and 

As required by law, in the sale of power, give preference to public 
bodies and cooperatives. 

In the task of marketing power as it is presently before us we find 
problem areas. Inthe problem areas there are generally several differ- 
ent points of view and a variety of opinions as to what should be done. 
Focal points where more detailed comments are in order are the South- 
western Power Administration—generating and transmission coop- 
eratives lease option-to-purchase contracts and the pending arrange- 
ments for the sale of power in North Carolina and Georgia. 

During the years 1949-50 the Southwestern Power Administration 
completed and signed contracts with five generating and transmission 
cooperatives in the States of Oklahoma and Missouri. These con- 
tracts provided that the Southwestern Power Administration would 
lease certain transmission facilities being built by the G. and T.’s and 
would purchase the entire output of three steam-generating plants 
which they were building. The Southwestern Power Administration, 
by these contracts, agreed to pay a lease fee equal to the entire amorti- 
zation payment with interest that was to be made by the G. and T.’s 
over the 40-year period. SPA would operate and maintain the lines 
and pay all expenses in connection therewith. The G. and T.’s were 
to operate the steam plants but SPA would pay a price for the power 
purchased that would include all of the G. and T. expenses in the 
production of the power. The following table shows the result of 
these contractual commitments with respect to the kilowatts of both 
hydro and steam power that were involved: 


G. and T.. contract data 
[Kilowatts] 





la i tel 
Maximum | Maximum | Hydro G. — i 
ae demand demand peaking ? < 
Cooperative sold by SPA purchased capacity reactions 
by SPA required 1955 1965 
wciipdiccledes | | ‘ 
| ' 
Central-Sho-Me 70, 000 15, 000 55,000 | 40, 000 78, 000) 
Northwestern | 40, 000 | 40, 000 0 25, 000 37, 000 
Western | 30, 000 30, 000 0 | 24, 000 55, 000 
KAMO.. 55, 000 | 0 55, 000 23, 000 45, 000 
Total "195, 000 85, 000 110,000 | 112,000 | — 215, 000 


Hydro peaking required to serve load (kilowatts) of G. and T.s: 
Year 1955 : ‘ 7 27, 000 
Year 1965 


130, 000 

This table gives the G. and T. contract data. 

You will notice the first column gives the names of the five G. and T. 
cooperatives; the second column is the maximum demand sold by 
SPA; under the terms of those contracts, SPA agreed to sell the G. 
and T.’s as much as 195,000 kilowatts. 

The steam plants, the three steam plants, from which SPA agreed 
to buy the entire output of power would produce 85,000 kilowatts. 
or that was the nameplate rating of those plants. 
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The hydro peaking capacity required then from the hydro plants 
that SPA had to meet the requirements of these contracts would be 
the difference between 85.000 and 195,000 or 110,000 kilowatts of 
hydro ca pacity. 

Now, the next two columns show estimates of loads. The estimate 
for 1955 was a requirement of 112,000, and the requirement 10 years 
henee is estimated a 215,000. 

If you take the 1955 load it would take 27,000 kilowatts of hydro 
in addition to the 85,000 of steam that is involved: and if you ‘take 
the 215,000 load that is expected by 1965, it would take the 85.000 
of steam capacity, plus 130,000 of hydro. 

The construction of these facilities had progressed far enough so 
that during 1953 Southwestern Power Administration was just be- 
ginning to aged these contracts into effect. Some portions of Central 
and Western Farmers transmission systems were being operated by 

SPA by puiheeriitgnl in 1953, but none of their steam power was in 
produc tion. The operation of all these contracts was dependent upon 
an appropriation by the Congress from year to year of necessary 
amounts in the continuing fund. 

President Truman in his budget preparation for fiscal 1954 re- 
quested $5,650,000 for the continuing fund. President Eisenhower, 
after he came into office in January of 1953, had the budget requests 
reviewed and reaffirmed the request for this amount of money in the 
continuing fund. Interior and the Office of the President recognized 
the obligation of these contracts. These contracts, however, had 
unusually strong language in them, making them dependent upon 
congressional appropriation of funds and relieving the Government 
of any liability if such funds were not appropriated. 

Congress in calendar 1953 decided not to appropriate any money 
to implement these contracts. It made a 52 million appropriation 
available for 8 months for interim contracts, and directed the See- 
retary, representatives of the cooperatives, and representatives of the 
power companies in the area to negotiate alternate contracts to replace 
the 1949-50 contracts. Preliminary meetings were held for this pur- 
pose. It was recognized that the primary integration arrangements 
would have to be worked out between the cooperatives and the power 
companies in the area. They started a series of conferences for that 
purpose. One of the early questions that arose dealt with the amount 
and the price of SPA hydroelectric power that would be available to 
the G. and T.’s for this purpose. The Department of the Interior 
was of the opinion that it could properly offer such amounts of power 
for this purpose as were committed under the original contracts. 
This figure, as shown by the preceding table, was 110,000 kilowatts. 

A survey of the power still available and not under contract in the 
SPA system indicated that if no other contracts were made, 100,000 
kilowatts could be substituted in these alternate contracts without 
obligating the output of generating projects scheduled for later com- 
pletion. 

I might say that this commitment in the original contracts was not a 
commitment of power that would not be av: ailable, because there are 
other projects coming in, but with those projects that were in produc- 
tion at this particular time, our best estimate was that there was only 
100,000 available. 
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sy letter of January 29, 1954, I informed Mr. John Buck, chairman 
of the G. and T. committee, that such an amount of power would be 
held available. Contract negotiations indicated that if an arrange- 
ment that was economically feasible for the G. and T.’s was to be 
worked out, a somewhat larger amount of power would be necessary. 

By midsummer the area was caught in an unprecedented drought. 
Actual experience with the reservoirs of this new low-water mark indi- 
cated that 100,000 kilowatts was not actually available. At the same 
time contract negotiations were pretty well completed whereby the 
75,000 kilowatt capacity of the Blakely Mountain project by exchange 
could be made a part of the SPA integrated system. The Blakely 
Mountain project came on the line for commercial power with the first 
unit on September 15, 1955, and the second unit on October 1, 1955, 

By taking an optimistic point of view on the remaining unsold kilo- 
watts in the SPA system, together with the 75,000 kilowatts from the 
Blakely Mountain project, it was determined that we could offer the 
G. and T. cooperatives 130,000 kilowatts for the alternate contracts. 
By referring to the preceding table you will note that that figure in- 
cludes the 110,000 kilowatts needed to meet the contract commitment 
of the 1949-50 contracts, plus an additional 20,000 kilowatts to bring 
the power available to the G. and T.’s up to the 215,000 kilowatts which 
represent our estimate of their load by 1965. This figure of 130,000 
kilowatts is a factual and realistic offer to the G. and T.’s appraised 
on the basis of previous contract commitments and our best appraisal of 
their own load growth during the 10-year period. 

By letter of October 8, 1954, to Mr. Buck, I stated that 130,000 kilo- 
watts of capacity and 150 kilowatt-hours per month of firm energy 
would be held available for the G. and T.’s for the proposed alternate 
contracts, 

Immediately after the commitment to Mr. Buck on January 29, 1954. 
as of the date February 4, 1954, the Administrator of the Southwestern 
Power Administration notified other preference customers in the area 
that after they had reached an actual use of kilowatts equal to what 
they then had under contract, plus a small upward modification, it 
would be necessary for them to find other sources for any additional 
power that their load growths might require. We had no further 
power available for them at that time. 

Most of these customers were being served through wheeling con- 
tracts with the Oklahoma companies. Contracts were made with 
these companies and they agreed to enter into contracts to supply our 
preference customers with any supplemental power that the custo- 
mers might need. The municipalities have been in the process of 
negotiating such contracts for supplemental power and all of them, 
except Skiatook, Okla., that needed such contracts have completed 
them. The two Federal installations that needed additional power 
have completed such contracts, and the rural electric cooperatives are 
presently in the process of negotiating such contracts. Such sup- 
plemental contracts will assure them of their full-load growth re- 
quirements in the future and they still can buy additional amounts of 
Federal power when it is available. 

The Congress by the appropriation that went into eifect July 15, 
1955, provided the necessary money in the continuing fund to activate 
the old 1949-50 lease option-to-purchase contracts. By letters of 
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man |y agreement they have been put into effect except for the contract with 
d be |¥ the Sho-Me generating and transmission cooperative. The committee 
nge- report in connection with this appropriation directed that these 
oO be | contracts be amended in four provisions. One of those recommenda- 
y- } tions, that the transmission systems be operated by the cooperatives 
ight. | 7 the mselves, has been substanti: ally effected by the letters of agreement. 
indi- : Phe other questions are still in the process of negotiation. 
same | | Sho-Me has indicated that it does not care to continue under the 
the | @ lease option-to-purchase contract and has an 8-month interim agree- 
unge > ment with SPA under which it is buying 50,000 kilowatts with the 
kely 4 necessary energy from SPA and is looking forward to the possibility 
first ' of the purchase of such an amount of peaking capacity from SPA 
955, : and integration with the private utility company serving that area. 
<ilo- | This will require 50,000 kilowatts or more of the previously referred 
| the i to 130,000 kilowatts. There is still a great deal of uncertainty about 
the the final arrangements that will be made between Southwestern 
ucts, Power Administration and the generating and transmission coopera- 
> in- tives, 
nent In the negotiations for alternate contracts during the period of 
ring fiscal 1954 and 1955, as well as in the negotiations that Sho-Me has 
hich now entered into, the pattern of the contractual relationship for the 
000 disposal of the Whitney Dam power outlines a satisfactory and 
ised desirable approach. Under that contract SPA sells the output of 
l of the project to the Brazos Electric Power Cooperative. The coopera- 
tive by contract then sells this power, which is peaking power and 
cilo- not usable to the cooperative in the form in which it is generated in 
rey the project, to the Texas Power & Light Co. The Texas Power & 
nate Light Co. uses the project power as a peaking resource in its system 
and, in return, agrees to sell capacity to the cooperatives with the 
54, full amount of energy that they need at a favorable price, reflecting 
ern the advantages that the company gets from the peaking capacity. 
rea The arr angement also provides that if in the future the cooperative 
‘hat can use the | peaking capacity by itself, the delivery of peaking capacity 
5 It to the company may be discontinued. Integration of this kind is 
nal essential to the most beneficial use of the type of peaking power that 
her is produced in the Federal hydroplants in both the Southwestern and 
Southeastern Power Administration areas. 
on- Without question the SPA rate schedules will be an important factor 
ith in the negotiations that are taking place. The present rate for power 
our with full service energy is 5.6 mills at a 50-percent load factor. That 
sto- § rate was calculated at the beginning of SPA’s experience in about 
of 1947. Since that time, due to the inflationary effect of war, the 
em, costs of all facilities involved in the production and distribution of 
ted the power have materially increased. Cost allocations and new low 
ver precipitation records have also had their effect. 
are Our 1954 rate study, which was en to the Federal Power 
up- Commission in December of that year, requests a rate of 7.16 mills 
re- for power comparable to that now ie Ing ald for 5.6 mills, and sets up 
sof arate of 7.33 mills for peaking capacity with 150 hours of energy per 
month. The activation of the lease option-to-purchase contracts 
15, greatly increases the operating expenses of the Southwestern Power 
ate Administration, and a new rate study is now being made to reflect 
of the added costs. It is too early to attempt a depe indable estimate of 


what the rates will be. However, we expect a preliminary draft of 
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such studies by the early part of Nov ember. From the best opinions 
that I have been able to find, it appears that the 7.16-mill rate wil] 
step up to somewhere between 7.5 naiila, and the 7.33-mill rate to 
something between 9 and 10 mills. 

I have felt reluctant to release any of the 130,000 kilowatts held 
in reserve for the generating and transmission cooperatives until we 
have had an opportunity to get just a little deeper into the rate studies 
and the problems of negotiating amendments or alternates to the 
contracts under which we are now working. These G. and T. con- 
tracts involve a heavy financial commitment on the part of the South- 
western Power Administration. An effective and satisfactory solu- 
tion of the many problems involved will reflect to the advantage of 
all of our customers throughout the area, 

In the Southwestern Power Administration area we have had two 
series of contract negotiations for the delivery of power to prefer- 
ence customers that have extended much longer than was at first ex- 
pected. They are to provide for the sale and transmission of Clark 
Hill power in the State of Georgia, and Kerr power in the State of 
North Carolina. The Department of the Interior has worked dili- 
gently to get contracts completed at an early date. There has been a 
basic difference between public-power-minded preference customers 
and private-enterprise-minded utilities about the contractual relation- 
ships for the firming and the transmission of this power. There has 
also been a secondary difference on the question of economic values. 
Once the basic question is resolved, I think the secondary one ean be 

taken care of with much less difficulty. The modified wheeling con- 

tracts that we now have in draft form, and which are the pr oduct of 
the thinking of people in the Department of the Interior, are a worth- 
while middle-of-the-road solution that I am hopeful will solve the 
problem. 

The contract that will be finally approved for the sale of power in 
the State of Georgia will have widespread significance. It will very 
likely set a pattern for the distribution of power from the Jim Wood- 
ruff and the Buford projects, which are now under construction, as 
well as others that may be built in the future. As you know, a tri- 
contract arrangement was completed in draft form in May of 1954. 
The Government’s signature of the contract was delayed in an effort to 
find a middle-of-the-road position that would resolve some of the 
objections to the proposed arrangement. Ancher Nelsen, REA Ad- 
ministrator, was largely responsible for the reconsideration that was 
made and did excellent preliminary work in attempting to find a com- 
promise solution. While that particular arrangement was not com- 
pleted, the work was helpful to still a third approach that Interior 
worked out in the form of a modified wheeling contract. 

Occasionally reference is made to what is called the Government's 
loss of revenue by not having project power under firm contract when 
the project goes into production resulting in periods of delay. Tt is 
certainly our purpose to get all the power under contract as quickly 
as possible. However, it should be borne in mind that nationwide only 
80 percent of the installed generating capacity is in use, and that the 
remaining 20 percent is reserve capacity, of which there should alw avs 
be about 10 percent to allow for normal, annual load growths and for 
temporary outages that periodically come to some of the generating 
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plants. The other 10-percent reserve, to some extent, is the result of 
a planned program of increased generating capacity for national 
defense purposes. Such Government capacity during the interim 
period as is not under contract and use can well and properly be con- 
sidered as the Government’s contribution to the reserves that are 
necessary in nationwide generat ing capac ity. If the Government is 
to be thought of as a substantial supplier of electrical power in the 
United States—and with 13 percent of the generating capacity I 
think that opinion is justified—then it should bear its portion of the 
cost of the reserve capacities that are needed for an adequate power 
supply for both normal and defense purposes. 

During the 21% years that I have been with the Department. of the 
Interior, Secretary McKay has taken a strong position that all con- 
tract proposals for the sale of power which ‘involve the determina- 
tion of controversial questions be given ample publicity and full time 
for review by all interested groups before they are signed. From com- 
ments that I have heard and from my general understanding of what 
is taking place, I am of the opinion that that purpose has been accom 
plished to a much greater degree than previously. I might call your 
attention to the extended negotiations for the 20-year contracts with 
the utilities in the Bonneville Power Administration area and their 
review by the Administrator with the preference customer groups in 
the area before they were signed. 

At the present time a proposed contract with the California-Oregon 
Power Co. for the use of Klamath River water for power purposes has 
been released by Regional Director Clyde Spencer and is subject to 
full and complete review before Interior proposes to sign it or a modi- 
fication of it. The contractual relationships that have been proposed 
for the sale of Clark Hill power in the State of Georgia and for the 
sale of Kerr power in the State of North Carolina have similarly 
been made available to all interested groups and conferences for full 
and complete discussion of the proposals will be held before any con- 
tract is signed. 

In the Missouri Basin the allotment of available power to the larger 
amount of preference customer applications was the subject of four 
field meetings and weeks of public study before finally approved. 

Such contracts all involve basic principles about which there is a 
variety of opinions. Oftentimes in establishing starting points for 
open negotiation, it is necessary for 2 of the parties in a 3-party 
arrangement to make some preliminary contacts to establish a working 
basis on which to go into an all-party conference. That has been par- 
ticularly true in the case of Kerr power and Clark Hill power. I have 
had repeated conferences with the cooperatives alone and with the 
utility companies alone and also have had conference in each respec- 
tive case with the cooperatives and the utility company together. 

Out of those conferences have come a better understanding of the 
problems and the differences involved. It was on the basis of such 
inderstanding that the Department of the Interior drafted the modi- 
fied wheeling contract that we are now proposing for each of these 
projects. 

It is the purpose of the Department of the Interior in its power 
inarketing responsibilities to work openly and aboveboard and in con 
hdence and understanding with the interested parties and to sell the 
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power in such a way that its marketing is in full harmony with both 
the letter and the spirit of the laws that apply. 

Mr. Cuvuporr. Mr. Aandahl, your statement appears to cover gen- 
erally the problems involved in the Southwestern Power Adminis- 
tration and in the Southeastern Power Administration. You do touch 
on Bonneville slightly. 

Now, in order ‘that we do not confuse the record, we want to try to 
keep each one of the Power Administrations separate, and I am going 
to instruct counsel for the committee to start out by asking you ques- 
tions on the Southeastern Power Administration problem. 

I felt, for the purpose of keeping the record straight, and for the 
purpose of writing an orderly report to the Congress, which we are 
dutybound under our rules and the law, that we would like you to 
confine your answers to the Southeastern Power Administration prob- 
lems and then we will take up the Southwestern Power Administra- 
tion problems next, and other problems in order, and I think we will 
be able to get along much better, and we will not get all over the lot. 

Do you agree with me? 

Mr. Aanpanu. The procedure that you suggest sounds fully satis- 
factory, and we will be very glad to proceed that way. 

Mr. Cuvuporr. Mr. Lanigan, will you confine your questions to the 
Southeastern Administration — questions ¢ 

Mr. Jonas. Mr. Chairman, before you proceed, would it be in order 
to tell the witness that he could have any associates come up and sit 
withhim? We have permitted that in the past. 

Mr. Cuvuporr. | agree with you on that, Mr. Jonas. If you want to 
bring any members of your staff, like your counsel or technical assist- 
ants that you want to sit with you in case of questions asked of you by 
either counsel or members of this committee that you cannot answer 
yourself, feel free to consult with your assistants for that purpose. 

Mr. AanpAanL. During a period that we are discussing, the South- 
eastern Power Administration problems, I would like to have Mr. 
Leavy come up here and sit in the chair beside me. 

Mr. Cuvuporr. Will you come up, Mr. Leavy, please? 


Mr. Lanican. This morning there was some discussion of a letter 


of January 2, 1953, which Secretary Chapman had written to Mr. Mc- 
Manus, of the Georgia Power Co., in which he discussed the Georgia 
Power Co.’s proposal that it purchase all of Clark Hill me and sell 
part of it to the cooperatives. Have you seen that letter? 

Mr. Aanpaunt. I have read that letter. 

Mr. Lanican. Now, has there been any Solicitor’s opinion, or other 
opinion written in the Department, reversing the position taken in that 
letter on legal grounds ? 

Mr. Aanpant. I did not see any Solicitor’s opinion that was avail- 
able at the time that the Secretary of Interior wrote that letter. But 
in the file I saw a letter from Gregory Hankin, attorney for the Divi- 
sion of Water and Power in the Department of the Interior, in which 
he stated that the contract was a legal contract, and met the require- 
ments of the Flood Control Act, but he questioned the policy advisa- 
bility of signing the contract. 

Mr. Lanican. Well, the question I asked—— 

Mr. Aanpant. And subsequent to that time, in February, I believe 
on February 9 of 1954, I received from the then Solicitor, Mr. Clarence 
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Davis, a draft memorandum of legal opinion :with respect to that 
contract, indicating that it was a legal contract and met the require- 
ments of the Flood Control Act. 

Mr. Lanican. You said you had a draft memorandum. Was that 
memorandum, or has that memorandum ever been signed officially and 
been put into effect ? 

Mr. AanpAHL. No, it has not; but it probably would be if we had 
gone through with the contract. 
~ Mr. Lanican. In January of 1953, January 29, I believe it was, 
the Georgia Electric Membership Corp. offered to purchase all of the 
Clark Hill power allocated to the State of Georgia, and to pay for 
it at the project rates and to arrange its own wheeling. 

Later in September of 1953 the same organizations offered to pur- 
chase all of the Clark Hill power and resell it to the Georgia Power 
Co., working out the best terms that the cooperative group could. 

Now, have you carried out any negotiations with the Georgia Elec- 
tric Membership Corp. regarding these proposals? 

Mr. AAnpDAHL. I have had several meetings with members of the 
Georgia Electric Membership Corp., and the proposals that you refer 
to were presented to me in person at those meetings and were not 
mailed in. 

The personal delivery, of course, is even more emphatic than mailing 
them in, but the reason I call attention to that is at the time that 
they were presented we gave them some thought, and I indicated to 
the members of the Georgia Electric Membership Corp. that unless 
they were able to furnish us with some reasonable assurance that they 
would be able to utilize this power, that it was questionable if we 
could advisedly enter into such a contract. 

You appreciate that the Georgia Electric Membership Corp. had no 
resources of its own. It had some pooling of expense money that was 
contributed by the membership cooperatives; it had no transmission 
facilities, it would have been entirely dependent upon either entering 
into a wheeling or integration contract with the Georgia Power Co., 
which repeatedly said that it would not enter into that kind of a con- 
tract, or borrowing REA funds and constructing transmission lines 
of itsown. We took the position that until they firmed up the method 
by which they were going to use this power, we could not. justify 
entering into a contract with them. 

Mr. Lanican. Well, in the case of the Colorado Commission of 
Nevada, I understand that you have a contract with that organization 
which owns no transmission lines or other facilities by which you have 
sold that organization 33,000 kilowatts of power in California to be 
delivered many hundreds of miles away. 

The contract was originally put into effect in 1952 with a provision 
that it would be absolutely null and void if wheeling arrangements 
were not made in 1 year. 

Now, since that time, as I understand it, the Department of the 
Interior has renegotiated that contract on three separate occasions, 
making the same deal with the Nevada Commission. 

How can you explain acting that way in the case of Nevada and 
refusing to give consideration to the cooperatives over 

Mr. Aanpant. You must bear in mind that the contract to which 
you refer in Nevada deals with public bodies in that State, and it is 
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a contractual arrangement with preference customers there just as 
much as the proposed similar type of arrangement made by the 
Georgia Electric Membership Corp. 

Then a second consideration is that that is a contract that I in- 
herited. I do not like it. I do not think it is a good contract, but 
insofar as the pattern was established by the previous administration 
in that particular instance, I have seen fit to extend the period for 
1 year 3 times. 

You might be interested to know that the Colorado River Com- 
mission of Nevada asked this year that it be extended for a 5-year 
period. We agreed to extend it for 1 more year, and there was a 
circumstance there that helped to justify going along with it 1 more 
yeal 

The power from the Folsom and Nimbus projects are just coming 
into production, and it will be a new block of power that we will be 
marketing probably over a period of several months, probably a year 
or more, and it is not going to cause us very much difficulty in our 
marketing program there to hold 33,000 kilowatts in reserve during 
the course of 1 more year to see if there is anything that the Nevada 
people can do. 

But I do not like the contract. I think it is a bad arrangement. 

Mr. LANiGAN. Well, is it not a fact that the contract that you say 
you inherited provided that it would be absolutely null and void if 
wheeling arrangements were not made? 

Mr. Aanpaut. That is correct. 

Mr. Laniean. In 1 year; and there was no provision for renewal of 
that 1-year period in the contr: act that you inherited ? 

Mr. Aanpau. That is correct; and we have taken the position that 
we would play along with the arrangement for these periods of exten- 
sion. But it is not because I like the contract, and it is not because 
I think it is a good arrangement. 

Mr. LAniGan. Well, on page 8 of your statement you say that the 
disposal of power at the Whitney Dam offers a satisfactory and 
desirable approach in the southwestern area, and then you go on to 
explain that the SPA sells the output of the dam there to the Brazos 
Electric Power Cooperative which, in turn, resells it to the Texas 
Power & Light Co. 

Now, isn’t that almost exactly what the cooperatives offered 1 
their letter submitted to you in June of 1953 in Georgia ? 

Mr. Aanpanw. That is almost exactly what the cooperatives wanted 
to do in Georgia. But in the case of the Whitney Dam power at the 
time that that contract was approved, there was also the supple- 
mentary contracts between the cooperatives and the Texas Power & 
Light Co., and all parties to the arrangement were in agreement, and 
all contracts were signed practically simultaneously, and if the Geor- 
gia Electric Membership Corp. could work out an arrangement of 
that kind, we would sign the contract in a minute. 

Mr. Lanican. Have you made any efforts in your negotiations to 
get the Georgia Power Co. to agree to that type of arrangement ? 

Mr. Aanpant. We, in the Department of Interior, worked on the 
basis of a tricontract arrangement which I felt was quite a satisfactory 
arrangement until the middle of 1954. 

Then there was a period of hesitancy in approving the contract; 
and, as I mentioned about that time Ancher Nelsen came into the pic- 
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ture in trying to encourage a compromise arrangement, and his com- 

yromise arrangement was fashioned very closely after the Whitney 
contracts that we have just referred to. But he was not successful 
in getting that worked out. 

Now then, after his try came to a standstill, or during the period 
that he was attempting to work this out, in our negotiations with the 

Carolina Co. and with the cooperatives, we got the notion of this 
modified wheeling contract; so after Ancher Nelsen’s proposals came 
to a standstill 1 personally contacted Mr. Harllee Branch, president 
of the Georgia Power Co., and the former vice president, Charles 
Collier, and asked them if they would enter into a modified wheeling 
contract of that kind. 

After several weeks of reflection they called me and said they were 
willing to look at more details of a proposal of that kind. 

Mr. Lanican. Then, I take it, the Department of the Interior made 
no effort to work out a Brazos type of contract that you have in the 
Brazos Electric Power Cooperative situation ¢ 

Mr. AanpaHu. No; we did not use that approach in the case of 
Clark Hill power. 

Mr. Lanicgan. Where a preference customer offers to come in and 
purchase all of the power of a dam, is it your position that the De- 
partment of Interior may properly sell it only part of the power of a 
dam ¢ 

Mr. Aanpani. Well, I would say that if preference customers come 
in and offer to buy the entire output of a project, we would sell them 
the entire output of the project. 

Mr. Lanican. The Georgia group offered to buy the entire Georgia 
share of the output of the project. 

Mr. Aanpann. Yes, but they had no way of providing for its de 
livery or of using it, and it would have been another Colorado com- 
mission idle contract, if we had entered into it for 214 or 3 years 
before anything could have developed out of it. 

Mr. Lanigan. Why did you continue to work one the basis of the 
tricontract proposal whereby Georgia Power buys all of the power, 
rather than make some eifort to work out a Brazos type proposal, 
which you say is the ideal situation ¢ 

Mr. AanpauL. The tricontract proposal is an arrangement that, in 
purpose and results, does substantially the same thing as our standard 
wheeling contracts. 

The economic advantages in the tricontract proposal were much 
better than those in the VEPCO wheeling contract. About the only 
difference between the tricontract proposal policywise and in ordi- 
nary wheeling contract was the question of title to the power during 
the period of transmission. 

Under the ordinary wheeling contract the title to om power remains 
in the Federal Governme nt as the company ti akes it and integrates 
It in its system and transmits it to its preference customers. Under 
the tricontract proposal, the Government would make a conditional 
sale to the preference customer and would lose title. But in that 
conditional sale would be the requirement that the company pur 
chasing the power conditionally would resell it to the ie ference cus 
tomer at a price, at the project price established by the Government, 
and the Government would have that contractual assurance from the 
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company. The preference customer would have a een cor- 
ollary contract with the Government, so the preference customer 
by contract with the Government was given an assurance of the 
amount of power that he was to receive from the project, and an as. 
surance of the Government project price for that. 

Mr. Lanican. I think in the statement you made you said that the 
Government made a conditional sale to the preference customer, | 
believe. 

Mr. Aanpant. If I made that statement, I misspoke. I meant 
to say a conditional sale to the company. 

Mr. Lanican. So, under that proposal, though, instead of selling 
the power to the preference customer—and the law says a preference 
shall be given in the sale of power to preference customers—the sale 
would be to the power company. 

Mr. AanpbAHL. Well, the ultimate consuming sale is to the prefer- 
ence customer. The preference customer buys the power for con- 
sumption purposes. 

Mr. Lanican. But he buys it from the power company ? 

Mr. Aanpaut. Yes, but under contractual relationships that are 
firmly established by contracts between the Government and the com- 
pany, and between the Government and the preference customer. 

Mr. Laniean. Would the preference customer also buy the firming 
and supplemental energy from the power company ? 

Mr. Aanpanu. Under the tricontract proposal, the deficiency energy, 
the firming energy, was a part of the tricontract, and was available 
to the preferenc e customer at the overall project rate. So the prefer- 
ence customer had exactly the same advantage there that preference 
customers have under the Vepco wheeling contract. 

The additional power that the customer needed would be purchased 
from the company at the applicable company rates. But in the tri- 
contract arrangement, the company went even further, and offered 
the preference customer the volume price advantage that came with 
the entire amount of power that it was delivering to the customer, 
including both the Clark Hill power and the supplemental power that 
it supplied. 

The tricontract had quite decided economic advantages, both to 
the Government and the customer, and advantages that I do not think 
there is ~ possibility of duplicating in the ordinary standard wheel- 
ing contract 

Mr. Lantcan. Did you have any assurance by way of a legal opinion 
or otherwise that the Public Utility Commission of Geor, gia would 
allow the company to supply its own firming energy to the co- ops 
at the rate specified in the contract between the Government and the 
Cieorgia Power / 

Mr. Aanpauwi. That is a question that has never been tried out 
before public service commissions. Our attorneys have checked it 
very carefully, and we are of the opinion that there is substantially 
little differenc e in the probability of State regulatory bodies inter- 
vening in the tricontract pr oposal in Georgia, ‘and the V epco wheel- 
ing contract. There is some uncertainty there as to just what the 
preregoatives of the State regulatory body may be, but we feel that 
they would apply almost equally under either of those types of 
eontract. 
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Mr. Lanican. Well, in the Vepco contract, where the Government 
buys the power and sells to the cooperatives, there would be a ques- 
tion as to whether the public utility commission could have jurisdic- 
tion over the Government taking that direct action, making that sale. 
But in the case of the sale by the company direct that there was less 
assurance. Maybe Mr. Leavy could answer that question, if it is all 
right with you, Mr. Aandahl. 

Mr. Aanpauu. I would be very glad to have him. 

Mr. Leavy. I think that some confusion resulted from viewing 
the question from the aspect of the sale to the preferred customer. 
What is really the crux of the matter is the sale by the company, 
and it is our view that the likelihood of an exercise of State juris- 
diction is about the same in the case of the company’s sale to the Gov- 
ernment of the firming energy or directly to the preferred agency. 

As Mr. Aandahl has indicated, there is a good deal of uncertainty, 
a certain amount of uncertainty, in the matter, but we feel that the 
risk, if it exists, is about equivalent in both cases. 

Mr. Lanican. Has any legal opinion been written on that subject / 

Mr. Leavy. No. We are still in the process of some of the research, 
but we have been working on it for some time. There is no opinion 
in existence. 

Mr. Laniean. I want to get back to Mr. Aandahl. Have you 
received any opinion, either formal or informal, from anybody in 
the Department of Justice, either an official action of the Attorney 
General or an informal memorandum or conversation to the effect 
that the proposal to sell the power directly to the power company 
for resale would not meet the requirements of the Flood Control Act / 

Mr. AANDAHL. Yes, we have. 

Mr. Lanigan. Could you tell us about that ¢ 

Mr. Aanpanb. [think I would prefer for you to explore that opinion 
yourself. 

Mr. Lanican. Do you have a copy of it 

Mr. Aanpanv. I do not have a copy here. I think a copy can be 
supplied. 

Mr. Dawson. What did he say ? 

Mr. Lanican. He said he had received an opinion. 

Mr. Dawson. Did he say he had received it from the Attorney 
General ? , 

Mr. Lanican. Did you receive it from the Attorney General / 

Mr. Aanpaun. The Department of the Interior has received it 
from the Attorney General. 

Mr. Cuuporr. Is there any reason why you cannot tell us about it? 

Mr. Aanpau. No, there is no reason except that it is quite a lengthy 
opinion, and I think that you should have the benefit of the complete 
analysis in it. The opinion winds up by saying that the Attorney 
General recommends that we could not sign the tricontract at the 
present time. 

_ Mr. Cuvporr. In other words, the Attorney General has checked 
into the Flood Control Act, and has advised you that the proposed 
tricontract agreement, proposed tricontract, is not in accordance with 
the law and, therefore, recommends that you do not sign it 

_Mr. Aanpanw. No; he says that we cannot sign it at the present 
time. 
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Mr. Cruporr. Does he give you any reason why you cannot sign it? 

Mr. Aanpanw. The general reason that he uses is that an attempt 
should first be made to make a direct sale to the preference customer, 
and that is the thing that we are working on in this wheeling contract. 

Mr. Cuuporr. In other words, there is an opinion by the Attorney 
(reneral that in cases of this kind, a contract cannot be entered into to 
sell the power to the private company until you have explored every 
possibility of selling it to the preference customer / 

Mr. AANDAHL. That is correct, even a conditional sale such as was 
involved in the tricontract proposal. 

Mr. Cuvporr. And you would have to show beyond a reasonable 
doubt, or probably beyond any doubt at all that the preference cus- 
tomers have refused or cannot use the power available? 

Mr. Aanpauu. I do not know just how far we would have to go in 
setting up the other position. 

Mr. Cuuporr. Certainly the chief law enforcement officer of the 
United States, and counsel for the executive branches of the Govern- 
ment would tell you in his opinion how far you would go. He is the 
fellow who would have to decide on the law, is he not? 

Mr. Aanpaun. That is correct. And even before we received that 
opinion, we had dropped the tr icontract into the background. 

This opinion came, oh, about midway in the period of negotiations 
that Ancher Nelsen was handling, and we, for some time, “had been 
trying to find an arrangement that would be more satisfactory to all 
of the interests in the tricontract proposal. 

Mr. Cuuporr. So far as you are concerned, because of an opinion 
given to you by the Attorney General of the United States, the tri- 
contract is dead at the present time ? 

Mr. AANpDAHL. In fact it was dead before the opinion came, as far 
as putting it into immediate eftect was concerned. 

Mr. Cuvuporr. Yes, but even ‘f everybody wanted to join into it, it 
would still be an illegal contract. 

Mr. Aanpau. If everybody wanted to join into it, then we could 
mike it. 

Mr. Cnuporr. Does that make it legal? Because everybody gets 
together to do an illegal act, that makes it legal ¢ 

Mr. Aanpann. No. The contract itself was not illegal, but the 
Attorney General’s opinion is that if preference cus stomers want a 
more direct sale than was provided for in the tricontract arrangement, 
they are entitled to that. 

if they were willing to take the other type of arrangement, then 
there would be no question about the contract. 

Mr. Cuuporr. | mean your interpretation is that if the preference 
customer agreed to sign the contract, that he would agree that he would 
not want to take the power himself ? 

Mr. Aanpan. Well, he would agree that that type of delivery was 
satisfactory to him, if he agreed to sign the contract. 

Mr. Cutporr. In other words, he would waive his preference right 
under the Flood Control Act ? 

Mr. Aanpaur. No, he would not waive his preference right, but he 
would take the power under a little different arrangement from the 
standard wheeling contract or direct contract. 

Mr. Cuvporr. So we are just as far from a wheeling arrangement 
today as we were in 1954? 
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Mr. AAnpanL. No, that is not correct. The tricontract has been 
put on the shelf. In fact, it went on the shelf in May of 1954, and 
since that time we have been trying to work out other arrangements. 
Ancher Nelsen took the leadership in trying to work out an arrange- 
ment that was somewhat similar to the W hitney Dam power soli | to 
the Brazos Cooperative. During the past 2 months Interior has been 
working on a modified wheeling contract similar to the one that we 
proposed for Carolina, and we are of the opinion that those wheeling 
contracts are nearing a condition where they are in shape to be ap 
proved. 

Mr. Cuuporr. Did you ever advise the co-ops of this Attorney 
General’s opinion, Mr. Aandahl? 

Mr. AANDAHL. It has been given no publicity that 1 know of. 

Mr. Cuuporr. This is the first time we know about it, then; is that 
right ¢ 

Mr. AANDAHL. I noticed newspaper publicity some time ago to the 
effect that an opinion of that kind had been written. 

Mr. Cuuporr. Of course, to make the Attorney General’s opinion 
even more binding and to kill the tricontract really dead, the Georgia 
Power Co. now has agreed to take all this power and, therefore, under 
the Attorney General’s opinion you should sell it to them; isn’t that 
right ¢ 

Mr. AaAnpAnt. I do not follow your question, Mr. Chairman. 

Mr. Cuvuporr. I mean, pardon me, the Georgia co-ops have agreed 
to take all the power and, therefore, under the Attorney General's 
opinion you should sell it to them. 

Mr. Aanpaut. The Georgia co-ops have offered to take the power, 
but they have not offered any kind of arrangement under which they 
could transmit it to themselves or any arrangement under which they 
could pay for it, short of 2 or 3 years of floundering for that purpose. 

Mr. Cuutorr. But the State of Nevada is under the same situation. 

Mr. Aanpant. That is correct. 

Mr. CuuporF. In spite of the fact that the contract provides that 
it is a contract for 1 year, and shall be void at the end thereof, you 
renegotiated that contract on 2 separate oce asions. 

Mr. Horeman. Three. 

Mr. Cuuporr. Three. 

Mr. Aanpauu. Mr. Chairman, I went along and extended the con- 
tract, but I do not like the contract. 

Mr. Jonas. Isn’t there this— 

Mr. Cuuporr. I just want to ask one more question. Now, as a mat 
ter of fact, Mr. Aandahl, it is not your duty where you have : contract 
that provides that it shall be null and void at the end of 1 year if 
wheeling arrangements cannot be entered into by the recipie a s of the 
power, th at you are under a duty to go to the Attorney General or to 
your solicitor and get a ruling as to whether or not you have the right 
to renegotiate the contract / 

Mr. AAnpant. I do not think there is any question about the legal 
right to renegotiate the contract; there is no question about that at all. 

Mr. Cuuporr. I think that you are right about that. I think the 
Comptroller General has substantiated vour right to do that. 


Now, I yield to Mr. Jonas. 
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Mr. Jonas. I was just going to ask, Mr. Aandahl, if there is not : 
difference in the two situations in that the people in Georgia who are 
seeking this power are being served with their power requirements, 
and is it not true that the State of Nev rada, which was the marketing 
agent for this power they were trying to get from the Central Valley 
project, were not getting any Central Valley power at all? 

Mr. Aanpany. W ell, “I think the situation there is substantially 
the same in the two areas. Clark Hill power is not going into the 
State of Georgia, although the preference customers in Georgia are 
getting their requirements from the Georgia Power Co. at an excep- 
tionally fine rate; I think it is 6.7 mills. 

Mr. Jonas. They testified in Atlanta to that effect. 

Mr. Cuuporr. Mr. Jonas, I think there is a slight difference in that 
this extra power, this 30,000 or better kilowatts, that the State of 
Nevada is entitled to under this agreement from Shasta Dam, instead 
of being given to these municipal electrics in the Central Valley who 
are clamoring for it, it is being given to the Pacific Gas & Electric, 
who will not wheel, because if “they wheel they will have to give up 
the 30,000 kilowatts of power. 

Mr. Aanpau. I think there is a question of the practicability of 
wheeling arrangements that will take this power over into the State 
of Nevada. I have a great question in my mind about the possibility 
of working out the transmission of that power into the State of 
Nevada. 

There is another difference, too, in the two situations. In the case 
of holding the power in reserve for the State of Nevada, we have the 
power under contract so the Government is getting full revenue for 
that power; while in the case of the State of Georgia we are not 
getting full revenue, and if we would give this optional contract to 
the cooperatives under which they could not take the power at the 
present time, during that entire period that they would need to work 
out wheeling agreements or to build transmission lines of their own, 
we would have to continue to sell the power at secondary power rates. 

Mr. Cuvuporr. You are not getting anywhere, as it is. We are just 
sitting by and negotiating, and every day that we negotiate there is 
an additional loss to the Government. 

Mr. AanpauL. We are making good progress in the negotiations at 
the present time. 

Mr. Fascett. Mr. Chairman—— 

Mr. Cuuporr. I just want to finish this. Is it not a fact that in 
January 1953 the co-ops made the offer, and it is now October 1955, 
and we are just where we were in January 1953? 

Mr. AanpanvL. No. We are much farther along than we were in 
January of 1953 

Mr. Cuuporr. Well, 1 mean—— 

Mr. AAnpAHL. We have a modified wheeling contract that the Geor- 
gia Power Co. has agreed to work with if some of the details can be 
satisfactorily worked out. 

In January of 1953 and all the way along until about 6 months ago. 
the Georgia Power Co. had repeatedly, very emphatic ally, asserted 
that they would not wheel power. 

Mr. Cuvporr. I understand that; and some of the things that the 
Georgia Power Co. is insisting upon are what I call “blac ‘kjack” 
clauses. 
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They want one-third of the power, they want these cooperatives to 
agree, if they ever start firming up their power with steam plants they 
will lose all their right to public power altogether, and certainly 

Mr. AANDAHL. No; they would not lose their right to public power. 
They would lose their right to wheeling over a reorgia system. 

Mr. Cuuporr. I meant that, I am sorry; I did not express it that 
way. But it appears to me that all you : ave at the present time, is 
a little bit of optimism. You are no further in your negotiations, 
and you have a firm commitment from the Georgia Power Co. in writ- 
ing, if they get 1, 2, and 3, they are requesting, “that the *y will wheel 4 

Mr. AANDALL. We have a dependable underst: anding as to what the 
Georgia Power Co. will i 

Mr. Cuuporr. I know, as a lawyer, I have been in many transac 
tions, and I have shad depend: may understandings with a thousand pilex T 
lawyers and a thousand other cases: but when we get to putting it 
down in writing we have no cadena anding at all because we cannot 
vet together. 

Mr. Horrman. Wait a minute, Mr. Chairman, you do not mean to 
slander our profession / 

Mr. Cuuporr. | am not blaming the lawyers; I am blaming the 
clients. 

Mr. Horrman. You mean they sell out to their clients / 

Mr. Cuuporr. No; they go along with some sort of an agreement, 
and when they sit down, the clients sit down, they will not put it in 
writing, and will not agree to it. 

Mr. Aanpatu. Mr. Chairman, I would like to make one statement 
right here. The alternate proposal that you are suggesting, the con 
tract with the Georgia Electric Membership Corp., is involved in an 
even more clumsy commitment because at the present time the Georgia 
Electric Membership Corp. does not have the facilities or the means or 
the arrangements of taking that power, and we will sit and wait until 
they work those out, and if they never work those out, we will never 
sell the power on a permanent basis. 

Mr. Fascetn. Mr. Chairman, may I inquire? 

Mr. Cuuporr. Yes. 

Mr. Fascety. Mr. Aandahl, is there any difference between the Gov 
ernment selling at dump rates or the co-ops selling it at dump rates to 
the power company ? 

Mr. Aanpanw. I do not see that it makes any difference. 

Mr. Fasceti. Is there any reason why it could not be sold directly to 
the co-ops, regardless of the fact that they have no facilities, trans- 
mission lines or anything else? What is the difference in revenue to 
the Federal Government ? 

Mr. AAnpAanL. Yes; but what isthe object in doing it that way ? 

Mr. Fasceti. What is the difference to the Federal Government / 

Mr. Aanpant. But a sale of that kind would be of no value to the 
cooperatives, and it would be a matter of replacing the uncertainties 
in the negotiations that we have been making, with the uncertainties 
in negotiations for a long-time firm sale on the part of the coopera 
tives, 

Mr. Fascetz. Mr. Aandahl, what you are saying is. in effect, if you 
entered into that arrangement you could not. negotiate because the 
power to negotiate would then be transferred over to the cooperatives / 

Mr. Aanpant. That is correct. 
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Mr. Fasceii. You do not agree with that theory ? 

Mr. Aanvant. No; and there would be nothing to be gained by 
doing that. In fact, I think we would be in a less ‘favorable position 
to protect the interests of the Government that w ay than the way we 
are doing it right now. 

Mr. Fasceut. You say there is nothing to be gained and you would 
be in a less favorable position—you are talking : about the Department 
of the Interior ’ 

Mr. Aanvant. That is correct. 

Mr. Fasceru. In respect to negotiating a contract with private 
parties. 

Mr. AanpAHL. Yes; in respect to negotiating a contract with a priv- 
ate party for wheeling the power to the pr eference customers 
Mr. Fascetx. If you negotiated directly with the cooperatives they 
would then get the power and there would be no reason for you to 

negotiate any further? 

Mr. Aanpant. No; but the type of sale you are referring to would 
be a dump-energy sale, which would not give us the revenue that we 

can get until it is firmed up power 

Mr. Fascetx. You are selling 

Mr. Aanpanu. We do not want that to continue for any length of 
time, we want a firm contract just as quickly as we can get it. 

Mr. Fasce.zt. So you are gambling with the Gover nment to negoti- 
ate faster with a private power company than a cooperative if they had 
the power ? 

Mr. Aanpanut. Yes: and I think we would be negligent in our duty 
if we did not hold on it that prerogative in negotiating. 

Mr. Lanican, That has been some 2 years and some now, since the 
cooperative has made its offer ? 

Mr. AanpaHu. That is correct. 

Mr. Lanican. How soon can we get a copy of that Attorney Gen- 
eral’s ruling? Can you call up your office and ask them to send a 
copy over by messenger so that the committee staff can study it ? 

Mr. AanpaHu. I don’t know just who I would ask to run that down. 
I know that I can get it myself when I get back to my office and 
can have it up here tomorrow morning. 

Mr. Lanicgan. You have your legislative liaison man here. Have 
you put this in your files where no one can find it? 

Mr. Aanpant. The fact of the matter is, I don’t know exactly where 
it is right now. 

Mr. Cuuporr. I wonder if the Department of Justice might be able 
to put their hands on it. 

Mr. Aanpant. Iam sure I will be able to supply a copy. 

Mr. Cuuporr, Shall we call Justice and ask if they can send 
copy = ; 

Mr, Jonas. May I interrupt? If that is going to be brought up 
here by him tomorrow morning and since we won’ "t be able to look at 
it this afternoon, won't that be time enough 

Mr. Crruporr. I would like to look at it tonight. 

Mr. Jonas. You do. 

Mr. Cuuporr. I would like to. 

Mr. Jonas. Off the record. 

Mr. Cuvporr. I want to say this to you, that the Secretary said that 
it was quite lengthy and would require a length of time to study it 
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and I wanted to look at it to see exactly what the Attorney General 
said. How many pages is it? 

Mr. AANDAHL. h, I would just roughly guess 15 or 20 pages, and 
it would take a considerable length of time to look at it. 

Mr. Cuuporr. I would like to see it tonight so I can talk about it 
tomorrow. 

Mr. Lanigan. Have you ever informed any official of the Georgia 
Power Co. of the contents of that Attorney General's opinion ¢ 

Mr. AANDAHL. No; I have not. 

Mr. Lanican. To your knowledge has anyone in the department 
ever told any official of the Georgia Power Co. or any other power 
company of the existence of that opinion? 

Mr. AanpAHL. Now, just a moment. Your first question, you 
asked me about the revealing of the contents of the opinion. 

Mr. LAniean. Yes. 

Mr. AANDAHL. Now, we have not revealed the contents of the 
opinion to anyone. The fact that there is such an opinion has become 
a matter of newspaper publicity—— 

Mr. Cuuporr. You mean by that that nobody knows about it but 
Drew Pearson? | Laughter. | 

Mr. AANpDAHL. I don’t recall the exact source of the newspaper story 
but 

Mr. Lanican. Well, have you disclosed it—— 

Mr. Dawson. Is there any reason why the newspapers should not 
have a copy of the opinion ? 

Mr. AANDAHL. No, there is not. I have felt this opinion if it is 
zoing to be released, should be released by the Attorney General. 

Mr. Dawson. Why? Why couldn’t you release it if it was given to 
you for your benefit ¢ % 

Mr. Aanpaut. Well, we could release it but I think it should be 
released by the Attorney General and we just have not released it, 
and no one has been given any indication of what the contents of the 
opinion is, on our part. 

Mr. Dawson. Why! When negotiating with the power company, 
didn’t you tell them of the opinion of the Attorne y General? 

Mr. A ANDAHL. No; we did not. 

Mr. Dawson. And in negotiating with the cooperative, didn’t vou 
tell them of the Attorney General’s opinion’ Why? 

Mr. AanpauwL. There wasn’t any occasion to. If we were dealing 
with the tricontract to which this opinion was directed, then there 
would have been occasion to use it, but in the type of negotiations 
that. we were making, there was no occasion to use it. 

Mr. Dawson. Who promulgated the tricontract ? 

Mr. AAnpauu. The basic approach in the tricontract was promul- 
gated by the Georgia Power Co.— 

Mr. Dawson. But don’t you think that the Georgia Power Co. under 
the circumstances ought to have been apprised of the opinion of the 
Attorney General about a contract that they had submitted to you‘ 

Mr. AanpauL. As long as we were not giving it any further con 
sideration there was no occasion to get into it. 

Mr. Dawson. “Not giving it any further consideration”—considera 
tion from whom? From whom?’ You said as long as you were not 
giving it any further consideration there was no reason why. 
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Mr. Aanpaut. I said as long as we were not giving the tricontract 
any further consideration there was no reason for going into the 
question of its legality. 

Mr. Lanican. Well, when you sent your September 28 proposal to 
the co-op on the wheeling, didn’t you tell them at that time that the 
tricontract was still available to them if they wanted it? 

Mr. Aannanu. Yes; we did, and it is still available if they want 
to use it. 

Mr. Lanican. Well, don’t you think that it would be important to 
them to know that the Attorney General had said that they have a 
prior right to get power, preferred customers could buy it directly 
before they could be forced into a deal like the tricontract ? 

Mr. Aanpant. In the letter of September 28 there was no attempt 
whatsoever to force them into the tricontract arrangement. 

That letter was for the purpose of transmitting a new type of 
contract, a modified wheeling contract, and just as a matter of general 
information they were advised that the tricontract was still available. 

Mr. Lanican. But don’t you think that all parties would have been 
in a more fair and honorable bargaining position if they knew what 
the Attorney General had ruled was the law on the subject of prefer- 
ence rights? 

Mr. Aanpanw. There is undoubtedly a point at which it would be 
helpful to have the opinion. 

Mr. Horrman. May I ask a question, Mr. Chairman, just one? 

Mr. Cuuporr. Sure. 

Mr. Horrman. Well, wasn’t that opinion of the Attorney General 
given to you on your request and as coming from your own wire? 

Mr. Aanpaut. The Solicitor’s Office wrote to the Attorney General, 
just a moment, it is either the Solicitor’s Office or the Under Secretary’s 
Office, I don’t recall who signed the letter to the Attorney General. 

Mr. Horrman. In your Department? 

Mr. Aanpant. In our Department, asking for the opinion, and the 
opinion came over in response to that letter. 

Mr. Horrman. Well, then, he was acting as your lawyer under the 
statute; wasn’t he? 

Mr. AanpaAHL. That is correct. 

Mr. Horrman. Well, why should you peddle your information from 
your lawyer to everybody else ¢ 

Mr. Cuuporr. Well, if there are three parties to this agreement, all 
of the parties should have it, they should have the benefit of knowing 
what the Attorney General had interpreted—I want to say this, and 
I don’t like to do it, but there appears to me that there is some bad faith 
somewhere, and I am not accusing the Secretary, but there must be 
some bad faith somewhere—— 

Mr. Jonas. Can you put your finger on it? 

Mr. Cuvuporr. I don’t think I can, and I am trying to do that, and 
I think I will before we finish and 

Mr. Horrman. Maybe I had something to do with it. 

Mr. Cuuporr. Maybe you did. 

Mr. Horrman. I never heard anybody ssy it, but maybe I did, and 
if you cannot find another goat, I am willing to be it. 

Mr. Dawson. On page 10 of your statement, in the second para- 
graph, about four lines down in that paragraph, you say: 
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As you know, a-tricontract arrangement was completed in draft form in May 
of 1954. The Government’s signature of the contract was delayed in an effort 
to find.a middle-of-the-road position that would resolve some of the objections 
to the proposed arrangement. 

Why did you put that statement in there / 

Mr. AANDAHL. That is a statement of fact. 

Mr. Dawson. You did not say then—you did not tell us that it was 
the opinion of the Attorney General you should not enter into it. You 
cave the impression here that this was a bona fide contract, and that 
the delay was caused by virtue of its terms, not because of any ques- 
tion of legality. Because it is illegal, it ought to be mentioned here, 
in the light of the opnion you had on it—— 

Mr. Aanpanu. The contract is not determined to be an illegal con- 
tract. And if the preference customers agree to the contract and to 
that type of an arrangement, it is a perfectly proper and legal arrange- 
ment. 

Mr. Dawson. And you were going to use every method of blackjack- 
ing the preference customers. That is what you were trying to do 
by “what you said then and by what you say here- 

Mr. AANvanu. No; we were offering the preference customers an- 
other type of contract that meets a portion of the objections that the 
preference customers had in mind when they objected to the tricon- 
tract arrangement. 

Mr. Dawson. All of this whole activity is for the benefit of the 
preference customers. I mean we would not spend this money for the 
power company, and you would not go out and build these plants and 
dams, and so forth, for the power companies. _ It is the people’s money, 
and it is done for the preference customers, for the persons given the 
preference under the law. Yet you, in carrying out that law, it seems 
to me, have been doing everything you can trying to blackjack the 
people for whom this activity was intended, for whose benefit it was 
intended. 

Mr. Aanpan. The purpose of the Government's construction of 
multipurpose projects is much broader than the inference of your 
statement 

Mr. Dawson. Yes. 

Mr. Aanpauw. The purpose of these enn projects is 
for the benefit of all of the people in an are 

Mr. Dawson. On page 1 of your st: aes the second paragraph, 
you begin with: 








The Department of the Interior is the marketing agent for all electric power 
produced by the Federal Government except that under the Tennessee Valley 
Authority. 

The Tennessee Valley Authority is not under you? 

Mr. AANnpauL. That is correct. 

Mr. Dawson. And then on page 2 of your statement you make the 
statement : 

It is interesting to note that the two regions of lowest reserves now are in the 
TVA area where there is a Federal socialistic monopoly of power generation and 
transmission— 


That is your opinion of the thing that is not under your jurisdic- 
tion and which has probably brought the people of this Nation a 
greater benefit than any electric power project we have ever engaged in. 

Mr. Aanpanw. That statement is a fully correct statement. 
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Mr. Dawson. In your mind ? ? 

Mr. Aanpanw. In anybody’s mind it is a fully correct statement. 

Mr. Dawson. And any de: lings with cooperativ es to give them the 
power of negotiation seems to be, in your mind, soci ialistic in its tenden- 
cies, are they not ? : 

Mr. Aanpanwi. No: but whenever the Government enters into an 
industrial enterprise, that is socialism. 

Mr. Dawson. Regardless of the fact that we have unlimited, un- 
explored areas, not built up, dams not built, where electric power can 
be made cheap to the people, where the private industry, private power 
companies have not ronal i in electricity to the people, then it be- 
comes socialistic in your judgment ? Q 

Mr. AANDAant. Well, in your general statement you have made very 
many assumptions about the cost of public and private power, and 
that will bear a long period of analysis, and you will probably find 
when you get through the analysis that there isn’t too much difference 
in the cost to the American people between public power and private 
power. 

Mr. Dawson. The power companies have got as great a monopoly 
as any set up in this country and yet they haven't built the nec essary 
plants, and so forth, in order to bring electric power to all the people. 

By creating the Tennessee Valley ‘Author ity the Government spent 
the people's s money to bring a benefit to the people they would not 
have had otherwise brought to them, and the Government has recov- 
ered its money—and that in your judgment is socialistic ? 

Mr. Aanpann. At the present | time, non-Federal companies have 
all the generating capacity plus 7-percent reserve that is needed for 
the entire American requirements at the present time and. 

Mr. Dawson. And there is no reserve in the. Tennessee Valley due 
to the fact that it is being used up by the people for the benefit of the 
people, and that is what it was created for. 

Mr. Jonas. Will you yield? 

Mr. Dawson. Yes; I certainly yield, my good friend. 

Mr. Jonas. Of course, there are a lot of industrial establishments 
and commercial establishments in the TVA that are using that power. 

Mr. Dawson. That is right, it is for everybody, all the people. It 
is for corporations that have not got it and that ought to have it—— 

Mr. Jonas. I didn’t think that you thought corporations—that you 
believed in them. 

Mr. Dawson. Oh, yes, I believe in them, but I believe in the people, 
too, and I believe in government for the people as well as for corpo- 

rations. 

Mr. Fasceti. Mr. Chairman, I want to go back to the tricontract 
in relationship to the time—with respect to the withholding of the 
opinion of the Attorney General while you are negotiating a contract, 
the result of which would have been, had the preference customers 
entered into it, they would have contracted away something that they 
had not know about, could have prevented it—will you tell us why it 
was not made known to them ¢ 

Mr. Aanpau. The opinion from the Attorney General came long 
after the tricontract was placed on the shelf. 

Mr. Fascetu. You are talking now about the actual formal delivery, 
or the written document from the Attorney General to your office. 

Mr. AAnDAHL. That is correct. 
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Mr. Fascetxi. That is not what I am talking about. 

Mr. AANDAHL. Well, I don’t know of any opinion prior to that. 

Mr. Fascett. You are telling me, then, that your department or 
whoever is negotiating this thing, had no knowledge prior to the 
actual delivery, of the written formal opinion, that it was not proper 
to enter into that type of contract at this time? 

Mr. AAnpAHL. To the best of my knowledge, there was no prelimi- 
nary information. 

Mr. Fascetzi. And therefore you are telling this committee that 
that. contract was shelved long prior to the time that this opinion was 
delivered ¢ 

Mr. AAnpAnt. That is correct. 

Mr. Fascett. And became known to your Department ? 

Mr. AAnDAHL. That is correct. 

Mr. Fascetn. You therefore are telling us also that as the result 
of the fact that the opinion was not subjected in any way to any of 
the parties involved, that no rights could have been lost ? 

Mr. Aanpanu. That is correct. 

Mr. Cuuporr. Mr. Secretary, it appears to me from what I have 
heard so far, you would have to go a long ways to convincing other- 
wise from now on in, that you are still pushing the tricontract. on 
eee oe to get them to agree to it—and I feel it was your duty 

s Assistant Secretary of the Interior, having had an opinion from 
ch chief law enforcement officer of the United States, that this was 
illegal, for the Department of the Interior to continue with this 
agreement—by not disclosing this to all the parties involved, I believe 
that any court of equity would find that a fraud was committed and 
would set aside the agreement if somebody came to attack it in the 
court. 

I think it was your duty not only to notify the cooperatives, but 
your duty to notify the Georgia Power Co. of the thing, and say. 
“Gentlemen, this is the situation. This is what the Attorne y General 
has told us and therefore we will have to set it aside.’ 

You have not done it, you are still pushing the cooperatives to get 
them to sign it on the theory that if you get them to sign it, they will 
have to take what they signed. 

Mr. Horrman. Is it my turn now ? 

Mr. Cuuporr. You can ask your question. 

Mr. Horrman. Now, in view of the statement, as I understood the 
chairman to say that somebody practiced fraud somewhere along the 
line, now, this opinion—and if we had the opinion, and I understand 
that you will bring it in tomorrow, we will know more about what is 
in it—but from what you say—and you correct me if I misunderstood 
you—that opinion held that you could not force the cooperatives into 
that kind of agreement but if they wanted to enter into it, they could: 
is that right or isn’t it? 

Mr. Aanpanw. I think that is substantially correct. I have not 
looked at the opinion for some little time. 

Mr. Horrman. All right. I will just waive the rest of it. 

Mr. AANDAHL. It is just a little difficult for me to fit your exact 
question into the terminology of the opinion. 

Mr. Horrman. Well, is it your understanding that if the coop- 
eratives wanted to enter into it and the company and you would, 
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there was anything illegal about it, but you could not force the 
cooperatives to enter into that kind of a contract 

Mr. Aanpaut., I think that is generally 

Mr. Horrman. Is that the way you understood it ? 

Mr. AanbaHwt. I think generally that is the purport of the opinion, 

Mr. Dawson. Will you yield to me for a question / 

Mr. Horrman. I will yield to you; yes. 

Mr. Dawson. What prompted you to request this opinion ? 

Mr. Aanpanu. There was considerable sentiment on the part of 
the Department of the Interior to sign the tricontract forthwith. 

The tricontract has been signed by the Georgia Power Co. The 
Georgia Power Co. has revealed that fact to the congressional com- 
mittee and all it needed for completion was the signature of the 
Department of the Interior, and we were contemplating the possi- 
bility of that signature. 

Before doing that, we asked the Attorney General for an opinion. 

Mr. Dawson. That is, there has been such an agreement signed 
with regard to Clark Hill, has there ? 

Mr. Aanpaut. No; the Georgia Power Co. on their part have 
signed the tricontract for the sale of Clark Hill power in the State 
of Georgia, and it was before the Department of the Interior for 
the Government’s signature, and we were speculating on the advis- 
ability of the Interior signing it forthwith. 

Mr. Dawson. Had the co-ops signed it? 

Mr. Aanpann. The basic contract did not need the signature of 
the cooperatives, after we had signed that contract we would have 
an arrangement made up, we could sell power by the cooperatives 

Mr. Dawsoy. But that was without their consent, they wouldn't 
have been a party to it? 

Mr. Aanpauu. And from there on we would deal with the co- 
operatives to sell them the power under the terms 

Mr. Dawson. In other words, you were entering into an agreement 
with the power company whereby you could have the co- ops in the 
position where they could either take that or take nothing. 

Mr. Aanpant. Exactly the same thing was done with the Vepco 
contract, it was signed 

Mr. Dawson. Well, just a moment—— 

Mr. Aanpanu. for wheeling in the State of Virginia. 

Mr. Dawson. When that contract was drawn up, did you ask for 
un opinion ¢ 

Mr. AanpAnyt. That was signed in 1952, before I ever went into 
office, and to the best of my knowledge, there was no formal opinion 
on its legality. 

Mr. Dawson. There is none? 

Mr. AanpauL. No; not on that contract. 

Mr. Fasceti. May I interject? 

Mr. Dawson. Yes, sir. 

Mr. Fasceti. Mr. Aandahl, you have just stated, as I recall it, that 
you sought an opinion on this contract from the Attorney Genera! 
because it had been signed by the power company and there was a 
great deal of sentiment within the Department for the Department 
to execute it immediately. 

Mr. Aanpant. I did not say there was a great deal of sentiment, 
I said we were speculating on the : advisability of signing it 
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e the Mr. Fascetn. That is what you said the second time, but I did not 
understand you to say that the first time; but you were speculating 
xbout. the advisability of signing it and you wanted to check first 
with the Attorney General ? 
inion. Mr. AAnDAHL. That is correct. 
Mr. Fascentn. And then you did not sign it. What I am interested 
in is this: You state that there was a contract—that such an idea or 
proposal was shelved a long time before you got the formal opinion. 


rt of What caused you to change your mind between the time you were 
with. speculating so ‘diligently on executing the contract and actually shelv- 
The ing it prior to the time you got the Attorney General's opinion on 
com- the question ¢ 
f the Mr. Aanpant. The Attorney General’s opinion was quite a long 
OSSi- time in coming and about the time that the opinion was requested, 
Anchor Nelsen started wtih the negotiations for the other type of 
nion. contract similar to the Whitney contract, and it wasn’t until that 
oned negotiation had come to a standstill, and it wasn’t until after we 
had the draft form of a modified wheeling contract proposed for use in 
have Carolina and had begun to approach the Georgia Power Co. for a 
State modified wheeling contract, that we finally got the opinion from the 
> for Attorney General with respect to the tricontract. 
lvis- Mr. Fascetn. May I inquire, Mr. Chairman? Your Department 


has not requested funds for the construction of transmission lines 
based on the theory or policy that the Government is not going to 


e of make it any easier to deliver power to the preference customers, No. 
have 1; No. 2, you have eliminated the possibility of the co-ops buying 
oe cirect. because you don’t believe that is the right way to do it. 
ldn’t Mr. AANDAHL. No; we have no objection to the co-op buying direct, 
if they are in position to take the power and use it. 
co- Mr. Fasceun. Well, I am putting in all of the ifs and buts, buying 
the transmission lines and firming up power—— 
nent Mr. AanpauL. No; in the case of the Whitney contract, the co- 
the oper ratives do not have those things but have contracted with Texas 
Power & Light—well, it doesn’t amount to wheeling there—— 
epco Mr. Fasceiy. Well, in your viewpoint, the supplemental contract 


was entered into simultaneously—— 
Mr. Aanpan. That is correct, and all preparation and understand- 
ings were made for it—— 


for Mr. Fascetn. What I am trying to get at is this, that that leaves 

us in this position with respect to getting this power to preference 

into customers, that is, to arrive at some wheeling arrangement with the 
rion private power companies; am I correct in th: it assumption ¢ 


Mr. Aanpan. That is correct. 

Mr. Fasceit.. Do you know of any reason why a private power com- 
pany would want to enter into any type of wheeling contract to pro- 
vide power to customers who are in direct competition with them 

Mr. AanpAanL. Well, you have raised the question that I presume 





that has been milling around in the minds of the—— 
eral Mr. Fascetn. Well, I don’t know, you are the sole negotiator and 
is a you are not willing to transfer the right to negotiate to anybody else, 
ient so Lam asking you. 

Mr. Aannaut. Well, we have found in more recent years that pri- 
ent. vate utilities are reasonably cooperative in arrangements for getting 


the Federal power to preference customers. 





iy 
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Mr. Fasceti. Well, that may be very true, and I think it is a fine 
thing, but I am looking at it from this st: indpoint : Suppose I am 
char ‘wed with the responsibility of operating a private power compan) 
and Tam going to have to make dividends ‘and profit and will do that 
if at all possible, and I am buying power and I am doing very well 
and I am producing and selling all the power I need for my company. 

Now, what economic advantage am I going to obtain from you, 
representing the Government, in order to “make me change my posi- 
tion and wheel the power to my competitors 4 

Mr. Aanpautw. I would say that in my experience in negotiating 
these contracts, I have never had a feeling that a power company is 

resisting an arrangement by which the I ‘ederal power can be trans- 
mitted to the preference customers for the purpose of getting that 
power for their own use. 

Mr. Fasceti. I am not even suggesting that. What I am trying 
to find out is—take you as a negotiator and I as a private power com- 
pany. What are you going to give me in order to induce me to enter 
into this contract to wheel to one or my competitors ? 

Mr. Aanpant. In all of the wheeling contracts there are provisions 
for some reasonable compensation. 

In the ordinary wheeling contract—taking the Vepco contract ex- 
plained this morning, we pay one mill for a kilowatt for wheeling 
power a distance of 100 miles and 1.75 mills for a distance of between 
100 and 150 

Mr. Fasceiy, Is that comparable to interchange agreements be- 
tween private power companies? 

Mr. Aanpaut. I doubt if in an interchange agreement between 
private power companies there is a question of wheeling at all. It 
is pretty much a measuring of the amount of power that goes from 
one system into the other, and then the payment for that power, 
whatever its value may be determined to be—and I don’t think the 
question of wheeling gets into those private power company ex- 
changes—at least, I am not at all familiar with it. 

But in addition to the wheeling payment in these contracts in the 
Southwestern Power Administration and Southeastern Power Ad- 
ministration arrangements, there are some elements of peaking ca- 
pacity that are of additional value that go to the power company. 

In the case of the Clark Hill in the State of Georgia, the negoti- 
ations both in the tricontract and in the modified wheeling contract 
are based on the understanding that 80,000 kilowatts of the power 
will be delivered to the preference customers and 40,000 kilowatts 
of the peaking capac ity will be a resource that is available to the 
Georgia Power Co., and that resource in peaking capacity-—— 

Mr. Fascetr. In other words, that would be a benefit which would 
accrue to the power company if this agreement was entered into? 

Mr. Aanpaut. That is correct. 

Mr. Fasceti, And it is an inducement. 

Mr. Aanpant. The wheeling arrangement plus that value of the 
peaking capacity. Then, in addition to that, there is the privilege 
of scheduling one-half of the output of the project so that it fits into 
the peak-load hours of the company’s entire system. 

Mr. Fascetz. According to use 














Mr. Aannaut. Yes: according to the best use that can be made 
of this hydroplant: only being limited by the requirement of the 
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Corps of Engineers for flood control and fish and wildlife and navi- 
vation releases, and so on; so there is an asset there that has some 
value to the company to offset the services they are performing for 
the Government in firming and delivering the power to the preference 
customers. 

Mr. Fascetz. All right. Those are basically and generally the 
benefits—— 

Mr. Aanpauu. That is correct, and their principle is embodied in 
what was done in the Whitney contract and what was done in the 
Vepco wheeling contract and in the contract of the Oklahoma com- 
panies; the general principle has been embodied, you might say, 
nationwide in the contracts that we have with the utilities. 

Mr. Fascetn. Now, what difliculties arise, however, when you can- 
not give to the private power company the peaking arrangement 
because of the fact the preference customers call for all the power? 

Mr. AanpauL. Well, if the preference customer is going to buy all 
of the power on the system at the bus bar, then we would have no 
wheeling negotiation to make, we would be selling the power—if the 
preference customers took all the power, we would have no resources 
with which to negotiate. 

Mr. Fascetz. In other words, I as a private power company would 
not. be interested in wheeling, period. 

Mr. AANDAHL. If the cooperatives in the case of the Clark Hill 
project took the entire output of the project at the bus bar, then 
they would use those composites to enter into a contract with the 
Gseorgia Power Co. if they could work it out—— 

Mr. Fascetn. You are not willing to do that ? 

Mr. AANDAHL. There has been no indication so far that they could 
get together and if they didn’t do it that way, they might construct 
transmission lines of their own and build their own steam for firming 
purposes and handle it that way. A rough estimate that I have heard 

ndicates that would be entirely infeasible, the cost would be entirely 
out of proportion. 

Mr. Dawson. Will you yield? 

Mr. Fasceiy. Yes. 

Mr. Dawson. Don’t you think that it is a misnomer to refer to a 
contract that only you and a power company entered into as a tripartite 
contract ? 

Mr. AanpAnL. It is not referred to as a triparty contract. It is 
referred to as a tricontract and there are three contracts involved. 

There is the contract bet ween the Government and power companies; 
there is the contract between the Government and preference cus- 
tomers; and there is the contract between the company and the prefer- 
ence customers. 

It is a tricontract but not a triparty contract. 

Mr. Fascetu. I have got one more question—— 

Mr. Aanpauu. Of course, the composite makes a triparty arrange- 
ment. 

Mr. Cuuporr. You say you have another question ? 

Mr. Fasceiu. Yes, sir. 

To get back to the general benefits of the flow between the private 
power company and the Government in order to arrive at the wheeling 
to preference customers—all these concepts that you are talking about 
and that sound businesslike, are understood in the industry ? 
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Mr. Aanpanu. To the best of my knowledge; that is correct. 

Mr. Fasce.u. And you did not have any reservation, you are not— 
you are qualifying your answer, but you really 
reservation ¢ 

Mr. Aanpanu. Well, I want to make this statement. 

There has always been a considerable difference of opinion about 
economic values and this morning reference was made to the ratio of 
benefits going to the company ‘as compared to the ones going to the 
cooperative—— 

Mr. Fascetx. In other words, what you are saying is, assuming that 
you have got 120,000 to distribute, whereby 80,000 was to preference 
customers, and 40,000 to the private power company, there might be 
very strong differences of opinion as to which got the greater benefit 
under that contract ? 

Mr. AanpaHt. That is correct. 

Mr. Fasceui. Is that the reason why you have not entered into such 
a contract in Georgia ? 

Mr. Aanpaunt. No; the basic reason why the wheeling contract wa 
not worked in Georgia is because the Georgia Power Co. policy was 
to keep the Government more in the background in relationship to 
the preference customers, and to keep the customers quite firmly as the 
customers of the Georgia Power Co., but at the same time enter into 
a contract that would give them the economic advantages of the Clark 
Hill project—the economic advantages only. 

Mr. Fascetn. That raises a very ugly question as to who is going 


to control the private power and thereby be in a position to nego- 
tiate—— 


Mr. AanpAnt. That is correct. 

Mr. Fascein. Neither one of you want to give up that right. 

Mr. Aanpaunt. That is correct, and that has been the basic problem 
in that negotiation. 

Now, there are probably one or two other things I could advisedly 
say with respect to these economic values and the ratio of benefits 
between the company and the customers. 

In the first place, the cooperatives in Georgia have an unusually 

favorable rate. I think they are buying their power at the present 
load factors at about 6.7 mills, which is a very fuversble ‘ate to buy 
it, from the Georgia Power Co., particularly with the degree of trans- 
formation and the low voltages at which they are getting them. In 
this ratio that has been worked out, when the economic advantage to 
the preference customer is determined, it is the difference between this 
low rate the Georgia Power Co. is supplying them power with or at, 
and the Government rate they would get under the modified wheeling 
or tricontract arrangement, or the project rate; the spread there is 
relatively small, they are buying power now at 6.7 from the Georgia 
Power Co. and under the arrangements that we have considered both 
in the modified wheeling contract and in the tricontract arrangement 


; , ’ 
they would be paying 6.28 for their power—so the spread is rather 
small, 


have not any 


But, you must bear in mind that you are determining that advan- 
tage to the preference customers on the basis of an unusu: ally favorable 
‘ate that the power company has given them. 

Then, there is another factor that must be borne in mind. 
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In the integration of the Clark Hill power with the Georgia Power 
Co., we are taking a Federal investment, oh, of about $80 million or 
$90 million in the Clark Hill project, and we are taking half of that, 
which is $40 million or $45 million, and that $40 million or $45 mil- 
lion of resources is being integrated with the Georgia Power Co.’s 
system, which is an investment, I believe—I am not sure of this figure, 

but I am just going to say about $400 million. 

Now then, a great deal of this integration value of the power comes 
from the fact that the Georgia Power Co. has this system into which 
the hydropower can be integrated and can be distributed. 

You will just note from those two observations that there are a num- 
ber of speculative questions that require an answer in determining the 
relative values that are going to the preference customers and to the 
power company under any contractual arr angement such as we are 
talking about—and in my own mind I have never been able to come 
up with a certain figure—and I know that the bases upon which we 
are negotiating in Georgia are favorable and in line with negotiations 
in other areas. 

Mr. Dawson. But the preference customers do not want to sign, 
and they are being put in a position that they have got to sign it if 
they want to get it. 

Mr. AanpAnL. You are bringing in an outside question into the par- 
ticular point that I was making. ‘The particular one I am making is 
that in these negotiations we think that we have values established in 
our contract negotiations that are comparable to what the Deparment 
of the Interior is doing nationwide and to what has been done over a 
rather lengthy period of 8, 9, or 10 years, and I think the values are 
quite s satisf: retor y in these negotiations. 

Now, on the other question, of course, that is a question of whether 
the Department of the Interior should go ahead and sign the contract 
with the power company which prov ides for the deliver y of this Clark 
Hill power to the preference customer, unless the prefere nee customer 
has fully agreed to every one of the details, and that is a debatable 
question, and so far we have not seen fit to sign any contract under 
the circumstances. 

Mr. Dawson. No, but when you sign the contract, and when that is 
the only condition under whic h they can get the power, you are black- 
jacking them into signing something that ‘they don’t want. It is quite 
another thing to negotiate with them and tell them the terms, and have 
them agree before you sign it—but when you sign it with the com 
pany, you are bound 

Mr. Aanpau. That is correct, and after a lengthy period of nego- 
tiations in the past the Department of the Interior has signed a num- 
ber of contracts under those circumstances, and the wheeling contract 
for Kerr power in the State of Virginia is a contract which had that 
history and it was signed in 1952— -and I don’t want to take any issue 
with the Department of the Interior officials who were in office in 
1952, prior to my coming into office, for what they did in the case of 
the Vepeo contract. I think the circumstances were such that the y 
were fully justified in signing that, even though—— 

Mr. Lanican. In 1952 there were no applications from gp hee 
customers for the Virginia Power: but in the case of the Georgia 
Power, the cooperatives have applied for all of the power. 

I believe Mr. Leavy testified to that this morning. 
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Mr. Aanpanu. That is correct. 

Mr. Cuvuporr. Can you give us the date of the Attorney General’s 
opinion and the date of the rec eipt of the opinion ? 

Mr. Aanpauu. I don’t have that in my mind, I would have to get 
back to the office and check with some of the other officers down there, 
to see just what those dates are. 

Mr. Cuuporr. But you would be in a position to bring in your copy 
tomorrow ? 

Mr. Aanpan. Yes, I am sure I can run it down by that time. 

Mr. Cuuporr. All right, we will leave it go until tomorrow morn- 
ing. Mr. Lanigan, w ill you continue with your questions, please 

Mr. Lanican. Now, earlier this year you appeared before the Ap- 
propriation Subcommittee of the Senate, and discussed this Georgia 
Power arrangement at quite some length, and you stated, and this is 
on page 11 of the Senate subcommittee appropriation hearings for 
public work for the fiscal year 1956, “I personally recommend it”; 
that is, the tricontract, “for approval, but the Secretary did not see fit 
to approve it at that time.” 

When cid you recommend the tricontract be approved ¢ 

Mr. AAnbAHL. I wrote a memorandum to the Secretary some time 
in May. I cannot give you the exact date, I can check that and give 
you the exact date, but it was some time in May. 

Mr. Lanigan. This was after you had heard the co-op’s objections 
to the contract ; is that correct ¢ 

Mr. Aanpan. That is correct. 

Mr. Lantgan. Now, when you had these negotiations which led up 
to the so-called tricontract, there were press releases which appeared 
in the Atlanta Journal, at least there was testimony to that effect, on 
February 17, 1954, stating—did you have any understanding, any 
tentative understanding with the representatives of the Georgia Power 
Co. prior to February 17, 1954, that this contract should be approved ? 

Mr. Aanpann. No; I had no understanding with them that the 
contract should be approved, but in our general conversation during, 
oh, quite some period of negotiations, I indicated that the contract was 
getting close to the condition where I would recommend it for approval. 

Mr. Lanican. On August 29, 1955, did you know whether prior to 
August 29, 1955, the representatives of the Georgia Power Co. had any 
know ledge of the existence of the Attorney General’s opinion to which 
we have referred? Did it ever crop up in your conversations with 
them prior to that date ? 

Mr. AANDAHL. I am just not certain about that date. I am reason- 
ably certain that the first information that people outside of Interior 
and the Attorney General’s Office had, came in connection with the 
news release, whatever date that was, making reference to such an 
opinion. 

Mr. Lanigan. Now, the news release made no reference to such an 
opinion. 

Mr. Aanpau. The news release that you are talking about there in 
the State of Georgia did not make any reference to such an opinion. 
but somewhere along the line there was a press release that referred 
to the opinion. I don’t recall just what that release was, or what the 
circumstance was. 

Mr. Lanican. Did you issue the press release ? 
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Mr. AanpnAaun. That referred—— 

Mr. Lanican. That referred to the Attorney General’s opinion. 

Mr. AANDAHL. No; we did not. 

Mr. Laniean. Did the Department of Justice issue the press release ? 

Mr. AanDAHL. I have no information about that. 

Mr. Laniegan. The Department of Justice, I am informed, told us 
this was an opinion, and we are having to do a little talking to them 
to even get a copy—— 

Mr. Cuuporr. I believe I said that if you could give the date of 
the opinion they will be able to give us a copy; anyway, Mr. Aandahl 
will bring his copy. 

Mr. Lanican. I am just curious if within the Department of Justice 
they did not make any publicity, and you have a copy which you have 
somewhere in your office, how did knowledge of the existence of this 
opinion get known in this town ? 

Mr. Aanpaut. I haven’t any idea. Oh, I think I h: “a some sus- 
picions, but they are not suffic ient so that I would care to—I don’t have 
sufficient foundation that I would care to give expression to them. 

Mr. Cuuporr. You mean, there is an indication that somewhere in 
your office you have the same kind of a leak that comes out of executive 
sessions of a congressional committee ? 

Mr. Aanpauu. There are leaks, and those bits of information get 
out. 

Mr. Lanican. Well, in your appearances before the Senate com- 
mittee and the House committee on the question of appropriations 
when these contracts have come up, you have never mentioned the 
existence of this Attorney General’s opinion. 

Mr. Aanpaut. The Attorney General’s opinion, as I recall, came out 
after Congress had adjourned. 

Mr. LANniGan. This year ¢ 

Mr. Aanpanu. This year. 

Mr. LaniGan. But it came out prior to August 29 of this year? 

Mr. Aanpant. What happened on August 29? [Laughter. | 

Mr. Lanican. On August 29, the Department of the Interior issued 
a press release stating that——— 

Mr. Aannant. O. K.; now I have it. Yes, the opinion was in our 
hands prior to that date. 

Mr. Cuuporr. Mr. Lanigan, is that the press release which appeared 
in the Georgia papers that the Georgia co-ops knew nothing about ? 

Mr. Laniean. That is right. I want to ask a few questions about it. 
Now, has Secretary McKay been aware of this Attorney General's 
opinion ? 

Mr. AAnDAuL. Yes. 

Mr. Lanican. In what manner was he apprised of this ? 

Mr. Aanvaunt. I think the Under Secretary and I both visited with 
him about it. 

Mr. Laniean. And at that time did you discuss the question as to 
whether or not it should be publicized ? 

Mr. Aanpanu. No; I think we spent most of our time on the merits 
of the opinion. 

Mr. Lantean. Who made the decision not to publicize the existence 
of the opinion ? 
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Mr. Aanpanw. I don’t think any decision has been made not to 
publicize the opinion. There has been an absence of an affirmative 
decision to publicize. [ Laughter. | 

Mr. Lanican. Did you discuss in the Office of the Secretary the 
question of whether or not the existence of this opinion should be 
made known to the public and to the cooperatives / 

Mr. AANDAHL (after pause). The reason why I am hesitating is 
because my memory is not too clear on just what might have been said 
in connection with the specific question you asked. The Secret: ry 
and the Under Secretary and I discussed the opinion, the contents 
of the opinion, its relationship to the contract negotiations that we 
were making, but I don’t think that it got up to the point of trying 
to decide permanently whether we should release now or some time in 
the future—or just what the circumstances were. 

Mr. Lanican. Do you think that the existence of this opinion would 
have any effect upon the attitude of the cooperatives; the knowledge 
of the existence of this opinion would have any effect on the attitude 
of the cooperatives in Georgia in negotiating with the Interior Depart- 
ment and the company ? 

Mr. Aanpani. W ell, T assume that they know, like everyone else, 
that there is such an opinion, because there was a new spaper indica- 
tion that such an opinion had been issued and I am quite sure that 
their able advisers have given them the information. 

Mr. Lanican. They just know there is some opinion in existence; 
they don’t know any of the details or contents of it ¢ 

Mr. Aanpanu. Well, again, I cannot answer that question because 
I don’t know what information has been breezing around. 

Mr. Laniean. Well, the newspaper publicity wouldn’t give them 
any of the details. 

Mr. Aanpanw. I would not be surprised but what they knew a bit 
about the contents of the opinion. 

Mr. Lanican. After you recommended approval of the tricontract 
to the Secretary, what occurred ? 

Mr. Aanpauu. The Secretary and the Under Secretary spent quite 
a little time reviewing the problems that were involved in the tricon- 
tract proposal and in the question of our relationship with the co- 
operatives, they felt that it would not be advisable to sign the contract 
at that time. 

And, as you know, the distribution of the Clark Hill power in the 
State of Georgia has been a controversy for a number of years. It 
was one of the very heavy problems that we inherited, and I have 
always felt that any solution of this problem should have the full con- 
sideration of the Secretary and the Under Secretary and others who 
might be interested in it. 

Now, many of the contracts I sign without referring to the Secretary 
at all. They are just routine contracts. But this has been recognized 
all through our experience in the Department of the Interior, since I 
have been in here, as one of the problem areas in contract negotia- 
tions, so when we got this up to a point where it was ready for signa- 
ture, it became a subject of extensive review with the Secretary “and 
the Under Secretary; and the opinion was, after that review, that we 
better try to find some other method of providing for the distribution 
of power, rather than plunging ahead on the tricontract basis. 
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Mr. Lanican. On August 29, 1955, the Department of the Interior 
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e issued a press release entitled “Modified Wheeling Agreement Pro 
posed for Georgia’s Share of Clark Hill Power,” and it reads : 
le , A preliminary draft of a modified wheeling agreement for the transmission 
re 3 and disposal of Georgia’s share of Clark Hill power to the preferred customers 
in Georgia has been worked out between the Southeastern Power Administration 
and the Georgia Power Co., Assistant Secretary of the Interior Fred G. Aandahl 
i announced today. 
( i ° . . . 
’ Could you furnish the committee a copy of the draft that was 
| worked—that was in existence on the date of this press release 


' 
. | Mr. Aanpaui. At the date of that—let me give you a little back- 
eround information first. 
Mr. LANIGAN. Well, can you not give us acopy of that? It says that 
it has been worked out. 


| Mr. AANDAHL. Let me give you a little background information that 
~ J will be helpful in-—— 
Mr. Cuuporr. Well, don’t you think, Mr. Aandahl, that you ought 


to answer counsel’s question first? He asked if you could furnish this 
committee with a copy of that agreement that was announced in this 
press release of August 29. Now, the answer is either “Yes” or “No”, 


: you can either supply it, or if you cannot, you can tell us that you can 
not supply it. 

Mr. Fascetn. I would like to suggest that the witness is always given 
| the right to qualify an answer, and he can do it before or after he says 
| yes or no—— 
| ' Mr. Cuuporr. Yes; but finally, might we have a “Yes” or “No” 


answer ¢ 

Mr. Aanpant. Yes; I will give you a final answer. I don’t recall 
the exact number of days prior to that, but I would say it was probably 
something like 4 weeks prior to that, after several previous contacts 
with the officials of the Georgia Power Co., that Harllee Branch, presi- 
dent of the Georgia Power Co., called me and said that the Georgia 
Power Co. would consider the possibilities of a wheeling contract, 
negotiate a wheeling contract similar to the draft that we had for 
Carolina. 

I immediately called Mr. Leavy on the phone and asked him to make 
arrangements for a conference in Elberton with the Georgia Power 
people in order that they may go over the draft that we had for Caro- 
lina and adapt it to the physical conditions of Georgia and the trans- 
mission facilities in Georgia, and they met there for several days 
modifying the draft, and I believe just prior to the 29th—and I want 
to check you, Chuck, to see if I am correct, because I recall just prior to 
the 29th that Chuck left with several of our stat! people and 2 or 3 of 
the Georgia Power Co., they came in and had a conference with me to 
check several of the points still in question on that preliminary draft. 

Mr. Leavy. That is correct. The 29th was on a Monday and it was 
the last 2 or 3 days of the proceeding week they were in Washington. 

Mr. Aanpann. Yes; they came in with this draft that they had pre- 
pared in the Elberton office; and I don’t know that you have mimeo- 
graphed copies, or you have a couple of typewritten copies of that——— 

Mr. Leavy. We had typewritten copies, I believe, at that time. 

Mr. Aanpant. And we worked over those typewritten copies and 
had an understanding of what should be put. in a mimeographed draft 
that would be released for general public information and we had an 
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understanding that, based upon this typewritten copy, there would be 
a mimeographed draft that would be available to the people and that 
the Georgia Power Co. was willing to go along with a wheeling con- 
tract that was basically in line with the principles that were ‘estab- 
lished. 

Now, I am not sure whether I have one of those typewritten copies in 
my desk or not, and I am not sure whether Chuck has any or not; if 
either one of us has them, we will supply you with a copy of them. 

Mr. Cuuporr. The fact you had that news release, you had a pro- 
posed contract 

Mr. AAnpAHL. That is correct. 

Mr. Cuuporr. And you knew this subcommittee was going to be in 
Atlanta, Ga., on September 2, and you wanted to get that in the papers 
before we got there. 

Mr. Aanpant, I would say that we were aware of the subcommittee 
meetings, and that we tried to do what we were doing without attempt- 
ing to have any effect on the hearings that the subcommittee was 
holding. 

We got the news release out on the availability of this arrangement 
just as quickly as we had word and understanding that it would be 
possible to have it 

Mr. Cuuporr. But you did not notify the Georgia cooperatives? 

Mr. Aanpant. No. 

Mr. Cnuvporr. They did not know anything about it? 

Mr. Aanpanw. That is correct. 

Mr. Cuuporr. And when I wired Mr. McKay to send us a copy of 
the proposed agreement, he answered, he said there was no proposed 
agreement, they were just negotiating. 

“Mr. Aanpanw. That is correct, in the light of the things I have 
just told you. 

Mr. Cuvuporr. And as a matter of fact, there wasn’t any real agree- 
ment in existence at that time, there was only something that ‘they 
were thinking about, some old contract that they were going to revise 
or change 

Mr. AanpAnu. No; the contract, the Carolina draft, had been re- 
vised and typewritten copies of the revision were made and it was 
before our conferences in Washington in the last days of the week 
preceding the news release, and just as quickly as we got the under- 
standing that we would have such a contract and that the Georgia 
Power Co. was willing to proceed to negotiate a contract of that 
kind, we made the news release. In my own mind I have no estima- 
tion of whether it was an advantage or disadvantage to your com- 
mittee to have the release, because I think the information was timely 
and in order. 

Mr. Cuuporr. But on September 2, as the result of reading this 
news release in the paper and finally getting—we requested a copy 
of the proposed agreement by telegram ‘to the Assistant Secretary of 
the Interior, to rush it, and he answered it did not exist 

Mr. AanpauL. Yes; it was in the process of being mimeographed 
and set into form on the basis of the 1 or 2 typewritten copies “that we 
were working from, and the notes that were made at the conference in 
W ashington.. 

Mr. Cuuporr. Well, I am going to dig out the answer that we got 
so that there is no confusion and because I do not want to misquote 














ahs 





eT a a iia 


Se cee 


fie 





a eam: tate tend 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1233 


the answer of the Secretary of the Interior, and I am going to read it, 
it is in the record——— 

Mr. Lanican. Mr. Chairman, we have the reply to the effect that 
details have not been worked out—— 

Mr. Cuuporr. We are going to get it in the record and read it to 
vou— 
~ Mr. Jon As. May I ask a question? Is it your understanding that 
this committee has the right to ask the Department of the Interior 
for all of the working papers and preliminary papers of a contract, 
does the committee have that right ¢ 

Mr. Crruporr. We have certainly the right to ask for it after they 
issue the news release that it is in existence. 

Mr. Jonas. Well, I can understand how we would be entitled to 
finished documents that are going to be executed, but I don’t think 
that we have any right to ask the Department to send us up the 
worksheets and preliminary drafts and all of the items in the office 
that they work over before they come to a final conclusion. 

Mr. Cuvupor. Well, I would agree with you, if they had not pub- 
licized it and had not issued the news release, but having given the 
information to the public on a preliminary draft, then as soon as they 
put that in the public press it becomes public property and we are 
entitled to it, 

Mr. Jonas. I think, we may be entitled to it, if we have any reason 
to have it, but you have got three agencies negotiating a contract, 
the Department of the Interior, the co- op and the private utility— 
now, cbviously, Congress cannot work out contracts of that sort, and 
that is the reason that the Department of the Interior was charged 
with being the agent to work them out. 

Mr. Dawson. But the co-ops did not know any thing about it. 

Mr, Jonas. I just do not think that we ought to try to interfere 
with the preliminary negotiations—— 

Mr. Cuuporr. What happened was this 

Mr. Aanpani. Mr. Chairman 

Mr. Cuvuvorr. What happened in Atlanta was that we were con- 
fronted with this news release, and then we asked the representatives 
of the Georgia cooperatives about preliminary wheeling agreement, 
and they said they had no knowledge, and we feel, since the Secretary 
of the Interior made public the news release, we were entitled to have 
look at it, and we requested that we be sent a copy of it, and he “aa 
it did not exist. 

Mr. Dawson. This is on his statement today, page 11, the second 
paragraph : 








During the 21%4 years that I have been with the Department of the Interior, 
Secretary McKay has taken a strong position that all contract proposals for the 
sale of power which involve the determination of controversial questions be 
given ample publicity and full time for review by all interested groups before 
they are signed. 

Now have you given this publicity to “all interested groups”? We 
are liable to become an “interested group” at any time. 

Mr. Cuvuporr.* I will read to you the telegram that I wrote. I sent 
this telegram to Douglas McKay : 

Have seen press reports regarding Georgia Power and Southeastern Power 


Administration preliminary draft on alleged modified wheeling of Clark Hill 
power. Your liaison agent Bennett failed to inform subcommittee of press 
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release or of the details or existence of a preliminary draft. Please wire me 
immediately all terms of alleged agreement, including conditions of a charge 
for wheeling, any other compensations to Georgia Power or restrictions on pref- 
erence customers, points and voltage of delivery, amount to be wheeled, and all 
terms relating to firming energy. Also let me know if Georgia cooperatives have 
been consulted or informed of agreement. Give details. Must receive reply 
before noon September 2 at room 422, Peachtree Seventh Building, care of 
General Services Administration, Atlanta, Ga. 
(Signed) Eart CHuporr, 
Chairman, Public Works and Resources Subcommittee. 
Now, this is the answer that I got: 


As soon as preliminary draft of proposed agreement for disposal Clark Hill 
power in Georgia completed by SEPA it will be made available to the coopera- 
tives for their study and information and conferences will be held later. 


DoveLas McKay, 
Secretary of the Interior. 

And we did not get that until 4 weeks later. 

Mr. Jonas. Well, you got it in plenty of time—may I read the press 
release at this point in the record, because it has been referred to there, 
and I think it will clear up any idea that there is anything sinister or 
secret about it, and I quote the release: 


Modified wheeling agreement proposed for Georgia's share of Clark Hill power 
and preliminary draft of a modified wheeling agreement for the transmission 
and disposal of Georgia’s share of Clark Hill power to the preference customers 
in Georgia has been worked out by the Southeastern Power Administration and 
the Georgia Power Co., Assistant Secretary of the Interior Fred G. Aandahl 
announced today. 


Under the preliminary draft proposal, firm power from Clark Hill available 


for sale by the Government to preference customers would be transmitted for 
the Government over Georgia Power Co. lines. 


The draft proposal also provides that the Georgia Power Co. will sell directly 
to the preference customers the additional firming energy required, at a price 
stipulated and guaranteed by the basic contract. 

As soon as the draft proposal of a modified wheeling contract can be prepared, 
Southeastern Power Administration will distribute it among interested groups 
for study. Ata suitable and subsequent time Assistant Secretary for Water and 
Power, Aandahl, will call a conference to review the proposal. 

Now, I don’t see anything wrong with the release, and I don’t see 
that anybody has any advantage taken of him by it. 

It specifically states that the preliminary draft was completed by 
the Department and the power company, between them, and it made 
no reference to the preference customers, but stated just as soon as the 
details could be worked out, they would be made available for all 
the other interested parties. 

Mr. Dawson. That is right, Mr. Jonas, but nothing had been worked 
out. This subcommittee was going to hold a hearing down there 
on this very subject matter. They knew that we were going to hold 
hearings down there, and this is just an effort to take the meat out of 
that hearing, to take out the reason for holding the meeting down 
there, in the minds of the public. 

Now, we have been around too long to use subterfuges. It seems 
mighty peculiar that the head of any department would issue a state- 
ment to the press when it had not been issued before that time, had 
never been discussed publicly before, and then it hit Atlanta on the 
day of the hearing—well, life isn’t like that. 

Mr. Jonas. May I make a further statement? 

Mr. Cuuporr. Yes, sir. 


— 
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Mr. Jonas. To show how ridiculous the Atlanta hearing was, we 


= hi a ke» iene stil 50 te che 


> me 

_ took 5 Congressmen there, 3 staff members, and a stenographer, and 
po only spent 1 day there, and we did not even notify the Southeastern 
have Power Administrator that we were going to be there—it was a com- 


eply } plete farce. 




















> of Mr. Dawson. It might have been ridiculous in your mind, it was 
/ not ridiculous in the mind of the chairman, and it is not ridiculous 
e. here. You are sitting here today with the Secretary before you, and 
' still asking him about this very matter that was discussed down there. 
' Heorhis head issued that type of release for but one purpose 
Hill Mr. Aanpant. Mr. Chairman, I wish 
ae ; Mr. Cuuporr. You will get a chance to talk. 
Mr. Dawson. It has no basis in fact, because there is no written 
r. proposal 
Mr. Jonas. It did not say a written proposal, it says a preliminary 
_ draft - 
Mr. Dawson. Who made the draft ? 
a Mr. Jonas. The release says who. 
or et eee a . 
Mr. Dawson. We have not been able to get a copy of the pre- 
liminary draft and the Secretary said there was no preliminary draft. 
sw In his answer to Mr. Chudoff, he said there was no preliminary draft, 
re and I will take this word that there is none, because I assume that he 
nd is a responsible person and 
uh! Mr. Cuuporr. Mr. Leavy testified today many of the things that 
™ went into the d ‘aft were not discussed. Now, Mr. Aandahl 
— Mr. AanpAHL. The statement that was just made, that the press 
release was without substance and fact is incorrect. When the press 
tly release was made we had a typewritten draft of the Carolina contract 
ce adapted to the Georgia conditions and we had had a conference in 
d Washington and with some pencil notes for modification of that, and 
ps the Georgia Power Co. had agreed that they would enter into a wheel- 
nd ing contract embodying substantially those same principles the press 
release says that a modified wheeling contract has been worked out, 
1 it does not say that there is a draft, it says a modified wheeling con- 
tract has been worked out, and then in the latter part of the press re- 
Vv lease it states that as soon as the Southeastern Power Administration 
le can complete the drafting, that copies will be made available—— 
e Mr. Dawson. Did your Department draft it, or did they draft it? 
1] Mr. Aanpaut. This was drafted by the Southeastern Power Ad- 
ministration. 
d Mr. Dawson. Once more, we have the power company writing the 
e contract. 
1 Mr. Aanpani. No; that was drafted by the Southeastern Power 
f Administration, because modified wheeling power contracts are al- 
1 most exclusively the product of the thinking of the Department of 
the Interior. 
S Mr. Dawson. Then the Secretary of the Interior is wrong when he 
; tells us there is no such instrument ? 
| Mr. Aanpauu. No; the Secretary of the Interior did not say there 
: was no such instrument. He says that the instrument will be made 


available to you as soon as the draft is completed. 
Mr. Cuuporr. Well, the instrument—there is no instrument until 
it is completed, and I quote from it: 


As soon as preliminary draft of proposed agreement for disposal Clark Hill 
power in Georgia completed by SEPA it will be made available 
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Mr. Dawson. That is the preliminary draft 

Mr. Cuuporr. So, not even the preliminary draft of August 29 had 
not been completed, somebody took an old contract and made 2 or 3 
pencil marks 

Mr. Aanpanu. No; more than 2 or 3 pencil marks. There was a 
new contract t adapted particularly to the Clark Hill circumstances. 
There were a few questions that had to be resolved, and they had to be 
cleared with the Secretary’s Office, and the Southeastern people and 
the Georgia Power people came in to clear those in the Secretary’s 
Office and when those were cleared, we had a preliminary draft worked 
out. 

Mr. Cuuporr. Well, I asked for certain information, I wired imme- 
diately for: 








All terms of alleged agreement including conditions of a charge for wheeling, 
any other compensations to Georgia Power or restrictions on preference custom- 
ers, points and voltage of delivery, amount to be wheeled, and all terms relating 
to firming energy. 

I asked for that information and did not get it. I got an irrespon- 
sive answer to my telegram. 

Mr. Aanpanu. Yes; it would have been inadvisable for us to try to 
deal with those details until after the preliminary draft was processed 
and we had it in a much more definite form than we could have at- 
tempted to give to you by wire from Washington 

Mr. Cuuporr. But you released it to the press. 

Mr. Aanpaut. We released it to the press, the general information 
we had and it was entirely in order, and I think it would have been of 
value to your committee to know what had taken place. 

Mr. Cuuporr. Mr. Aandahl, I want to finish what I have to say 
before I am interrupted. I am not going to interrupt you, but you 
released to the press an instrument that ‘purported to be something 
that led the public to believe that some kind of a preliminary draft 
existed when it actually was not in existence, because you wanted to 
take the fire out of this subcommittee that was in Atlanta investigating 
this question. 

Mr. Aanpan. We were not trying to take the fire out of the com- 
mittee, we were trying to let your committee and the public in general 
know some progress was being made in the wheeling contract. 

Mr. Cuuporr. Well 

Mr. Aanpant. And that it had been in progress long before you had 
decided to hold meetings—— 

Mr. Cuuporr. My answer to that is that this is another exhibit of 
bad faith in the Department. 

Mr. Horrman. Now, when this apparent excitement, evidenced by 
the loud and fast talking i in this room—and I was not a party to it, 
I wasn’t here because I was in the corridor getting some infor mation— 
but when I came in I thought I heard you say ‘that they issued that 
statement, Mr. Chudoff, and I am just repeating it in substance, they 
issued it to take the fire out of these hearings. Now, do you have any 
objection to the Department solving the issue in an amicable way to 
everybody ? 

Mr. Dawson. I object to the lack of good faith that was displayed by 
the Department. If they had done what they said, then that draft 
ought to be available and it is not available. They have not done that 
up to date, it is just some more smart footwork. 











9 had 
) 


or 3 
Was a 
inces, 
to be 
» and 
ary’s 


irked 
nme- 


eling, 
stom- 
ating 


pon- 





y to 
ssed 
at- 





‘lon 
1 of 





Say 
you 
ing 
aft, 

to 
ng 





m- 


“al 





id 





of 










































ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1237 


Mr. Horrman. What? 

Mr. Dawson. Footwork. 

Mr. Horrman. Well you are a good judge. [Laughter. ] 

Mr. Aanpaut. Mr. Chairman 

Mr. Fascetu. I would like to inquire of the witness, if I may. 

Mr. Cuuporr. Proceed. 

Mr. Fascerz. Mr. Aandahl, we started out with a retyped pre- 
liminary draft of the Carolina contract? 

Mr. AanDAHL. Correct. 

Mr. Fasceti. And it was agreed on in principle and now we are 
real close, do I understand by that, now, that we have several type- 
written copies of the contract actually in existence for everybody 
to read? 

Mr. AanpAntu. You are talking about that period when the confer- 
ence was held in Washington just before 

Mr. Fascetx. No, sir; talking about right now. 

Mr. AANDAHL. Oh, yes; right now, sir 

Mr. Fascett. I mean, there is no longer a preliminary draft as 
of now—— 

Mr. AAanpant. No; it is still in the form of a preliminary draft. 

Mr. Fascev. But is it in longhand or typewritten, or just how is it? 

Mr. Aanpaut. It is multilith and available in large numbers. I 
think your committee has quite a few copies of it, all of the preference 
customers in Georgia have copies of it and the power company has 
copies of it. 

Mr. Fasceti. Now, this change in position by Harllee Branch was 
quite a change in position, was it not? 

Mr. AANDAHL. Oh, a very substantial change. 

Mr. Fascetu. What was it that led him to change his mind, what 
did he tell you when he talked with you? 

Mr. AANDAHL. Well here is the background of what happened. 
About 3 weeks before the telephone call as I told you earlier, Mr. 
Branch and Mr. Collier came into my office at my invitation and I 
told them that. we were not going to sign the tricontract forthwith, 
and that we must work out some other kind of contract. 

I asked them to look at the modified wheeling contract that we had 
in draft form for Carolina and I told them that I thought that would 
be a satisfactory middle-of-the-road method of solving the problem 
in Georgia, and they took copies of that preliminary draft we had for 
Carolina, and they went back to Georgia and met with their board 
of directors and discussed it. 

Then Harllee Branch called me and said, “We are willing to negoti- 
ate and see how we can make that type of arrangement apply to the 
delivery of power in Georgia.” 

Mr. Fasceti. Up to that point you were very definite in recom- 
mending the tricontract arrangement ? 

Mr. Aanpant. That is correct. 

Mr. Fascetu. Because you believe it is better for the preference 
customers, for them to be customers of the private power rather than 
Government 

Mr. AanpAnu. No; I would say as far as the Federal power is 
concerned that it does not make too much difference whether we enter 
into contracts similar to the Vepco wheeling contract—we enter into 
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an arrangement in which the power is sold at the bus bar, as in the 
Whitney contract—— 

Mr. Fascety. Well, then, do I understand your statement that it 
does not make any difference to you, as a matter of philosophy, 
whether the preference customer is the customer of the private power 
company or is the customer of the Federal Government ? 

Mr. Aanpant. No; I would say that under the law——- 

Mr. Fasceiu. I am asking your personal opinion. 

Mr. Aanpanu. Yes. My personal opinion is that the preference 
customer in the case of all Federal power is entitled to that power at 
the project rate under the contract that he has with the Government. 

Now, whether the Government uses a conditional sale and a resale 
to the preference customer as a means of getting the power to him or 
uses wheeling or a modified wheeling contract, does not make too 
much difference. 

Mr. Fascetz. So, your personal preference is what I am asking for, 
and your personal preference would be a conditional sale, would it not ? 

Mr. Aanpanu. No; I don’t think it makes too much difference; in 
fact, the conditional sale we have in the tricontract proposal in Geor- 
gia, is the only proposal of that kind we have anywhere in the Depart- 
ment of the Interior. 

Mr. Fasceti. All right, sir. Let me ask you this question: Why 
did you call Mr. Harllee Branch and Mr. Collier to come to your office 
in Washington to inform them you would not sign the contract ? 

Mr. Aanpau. At that time—in fact, since—all the time since the 
Secretary and the Under Secretary in May decided not to sign the 
tricontract, there was a great deal of question as to whether it would 
be signed or not, and the possibility of it being signed was becoming 
less and less all the way along, and when the opinion from the Attorney 
General came, there was no question about it then. It just would not 
be signed, so that the-—— 

Mr. Fascetn. Mr. Aandahl, you stated repeatedly this contract was 
shelved long prior to the time that the Attorney General’s opinion ever 
came out. 

Mr. Aanpaut. That is correct. It was shelved in May of 1954. 

Mr. Fascet.. Well, if you were still hopeful of signing the contract 
and if there was a good deal of speculation in the department that it 
ought to be signed, what prompted the department—that the contract 
ought not be signed ? 

Mr. AANDAHL. Again, let me reiterate the steps that took place. In 
May, after the tricontract or—one part of the tricontract, had been 
signed by the Georgia Power Co., and I recommended to the Secretary 
that it be signed by the Department of the Interior, the Secretary and 
the Under Secretary and all of us went into an extended huddle. The 
Secretary decided 

Mr. Fascety. This is all without benefit of the Attorney General ? 

Mr. Aanpanv. Oh, yes; this is all way back in May. The Secretary 
decided we should not sign the tricontract at that time but we should 
explore the possibilities of some other kind of arrangement. 

Mr. Fasceti. What was the reason for that decision ? 

Mr. AanpAuw. The reason for that was that the rural electric coop- 
eratives in Georgia very strongly objected to the principles that were 
involved in that kind of an arrangement. 
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Mr. Fascetn. He wanted to explore other possibilities ? 

Mr. AanDAHL. He wanted to explore other possibilities and, as I 
recall, things dragged for a while and then Anchor Nelsen got into 
the picture and he thought that an arrangement fashioned somewhat 
after the Whitney contract could be used here under which the Govern- 
ment would take the sale of the power to the preference customer at 
the bus bars and would have no further responsibility and the prefer- 
ence customer would then resell it to the Georgia Power Co., and the 
Georgia Power Co. would handle it almost exactly as they would han- 
dle it in the contract with us, and we would sell it to the members of 
the Georgia generating and transmission cooperatives. 

Anchor Nelsen worked on that for quite a while and at first thought 
he was making pretty good progress and then the negotiations stalled. 
Just about the time that those negotiations were stalled and a little 
bit before, we had come up with the modified wheeling contract pro- 
posed for the sale of Kerr power in the State of North Carolina, and 
it was along about that time that we got the Attorney General’s 
opinion. Well, then, we knew with certainty that we were not going 
to sign the tricontract. 

Mr. Fascetu. I know, but, Mr. Aandahl, Mr. Branch had already 
changed his mind by this time ¢ 

Mr. AANDAHL. No; I don’t think so. 

Mr. Fascetx. In other words, the Attorney General’s opinion then 
was within the knowledge of Mr. Branch and was prior to the time 
of change of heart ? 

Mr. AanpAHL. To the best of my knowledge, the Attorney General’s 
opinion was not in the hands of Mr. Branch when Mr. Branch and 
Mr. Collier came in. I made this statement to them, I said: 

Circumstances are such that the Department of the Interior will not sign the 
tricontract forthwith and we must work out some other kind of contract, and I 
ask you to take this draft of a modified wheeling contract that we are proposing 
in Carolina, and I think that an adaptation of that contract for the sale of power 
in Georgia will be a satisfactory middle-of-the-road course of action. 

Mr. Fascetx. Mr. Aandahl, now, I am finding it very difficult to 
follow your course of reasoning, for the simple proposition that here 
we have Mr. Branch very adamant on the proposition that they are 
not going to wheel it, period. 

Now, you come in and I am trying to reconcile that complete reversal 
of opinion based on the proposition that, “We are not going to sign a 
contract at this time.” 

They must have had some more forcible indication that the Depart- 
ment could not sign the contract, or that they were going to get some 
greater economic benefit if they changed their position. Certainly 
they did not change it for nothing. 

Mr. Aanpanu. As far as I know, the Georgia Power Co. at the time 
that we had the visit did not have any knowledge of the opinion. Now, 
they may have, but as far as I know, they did not. We made no refer- 
ence to it in the discussion we had. I did mention to the Georgia 
Power Co. that. the compensation that the company would receive 
under the modified wheeling contract was more substantial than they 
would receive under the tricontract. There is no question about 
that——— 

Mr. Fascetu. They knew that all along, there wasn’t—— 
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Mr. Aanpauu. But, I think that the delays had just been sufficiently 
extended and the question had been batted around so much, and there 
was so much uneasiness about what was going ultimately to happen, 
that the Georgia Power Co. agreed to go—to make the concession that 
it was necessary to agree to the modified wheeling contract. 

Mr. Dawson. Is the Georgia Power Co. a part of the Dixon-Yates 
setup ? ‘ 

Mr. Aanpaut. I am just not sure what the interconnected relation- 
ship there is. Maybe Mr. Leavy can tell us a little more about the 
company organization. 1 

Mr. Leavy. Georgia Power Co. is a subsidiary of the Southern Co., 
which is the minority participant 

Mr. Fascruu. I am trying to find out some logical answer, in other 
words, to find out—was this visit before the scheduling of the hearing 
in Atlanta? I am trying, in other words, to find out if the Attorney 
General’s opinion 

Mr. Aanpaui. I think in answer to the Congressman’s question that 
this visit of Harllee Branch in which he agreed to take it up with 
the board of directors was in advance of the scheduling of the hearings 
at Atlanta, although I am not certain about that. 

Mr. Jonas. Would you yield ? 

Mr. Fascety. Yes. 

Mr. Jonas. I think we would have had the answer to your question 
if we had permitted Mr. Branch to testify in Atlanta as he requested 
the opportunity te do and was denied the right of a hearing by the 
chairman of the subcommittee, who refused to hear him. 

Mr. Fasceti. Well, I don’t know that Mr. Branch has got any re- 
sponsibility in administering section 5 of the 1944 Flood Control 
Act 

Mr. Jonas. You are trying to say, trying to find out what was in Mr. 
Branch’s mind ? 

Mr. Fasceti. No, sir; I wasn’t trying to find that out at all. I was 
trying to find out what the department had, if anything, to make him 
change his mind. 

Mr. Jonas. We might have found out if he was permitted 

Mr. Fasceti. Well, we can find out right here from him, if I am per- 
mitted to pursue this enough. 

Mr. Jonas. I beg your pardon, sir, I doubt it. 

Mr. Fasceity. He has answered several of the things directly. Now, 
I want to know whether or not the Attorney General’s decision had 
any influence in changing Mr. Branch’s mind; and as I understand 
your testimony, you did not advise him directly of the existence of that 
opinion. 

Mr. AAnpAnt. That is correct. 

Mr. Fascett. And anybody in your department advised them it 
would have been impossible under that opinion for the department to 
enter into the contract which had already been signed by the Georgia 
Power Co. ? 

Mr. Aanpant. That is correct. 

Mr. Fascein. But nonetheless, they had a complete reversal and 
agreed to enter into the discussion of a modified wheeling contract? 

Mr. Aanpau. That is correct. 

Mr. Fascett. The economic benefits under the proposed contract 
would be no greater than any other wheeling contract in that area? 
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Mr. AANDAHL. The compensations to the Georgia Power Co. under 
the modified wheeling contract are better than they were under the 
tricontract. L a 

Under the tricontract the compensation was six-tenths of a mill for 
wheeling systemwide. Under the modified wheeling contract they get 
1 mill for the first 100 miles, and 1.75 mills for the distance between 
100 and 150 miles. Well, that is more compensation than they would 
have received under the tricontract. 

Mr. Fascerz. Let me pursue something else. You called Mr. 
Branch, called him in Washington—— 

Mr. AANDAHL. Correct. 

Mr. Fasceii. At which time you advised them at the present mo 
ment there was no likely prospect that the department would sign this 
tricontract arrangement. 

Mr. Aanpanu. That is correct. 

Mr. Fasceii. And you asked them to take with them a preliminary 
draft of a copy of the Carolina contract and see if they could not con- 
sider it as it might be reworded to fit the particular situation ? 

Mr. Aanpaut. That is correct. 

Mr. Fascetzt. And then in a period of 4 weeks or so—— 

Mr. Aanpan. Probably a little bit less—— 

Mr. Fasce.y (continuing). Mr. Branch called you on the telephone 
and he said, “We will go along with something on this line”? 

Mr. Aanpanu. That is correct. 

Mr. Fascetit. And the meeting was arranged for a conference in 
Georgia with the SPA to see if you could get down to summarizing 
this- 

Mr. Aanpaut. That is correct. 

Mr. Fasceti. At the point we are at today, we have got the memo- 
randum or multilith copy of the proposal ? 

Mr. Aanpaunt. That is correct. 

Mr. Fasceti. Now, in what—let me ask you: How many areas of 
difference are there now between the Department and them on the 
modified wheeling proposal ? 

Mr. AanpAnL. Well, I would say that we have tried to keep the 
Georgia proposal as nearly in line with the provisions we had in the 
Carolina draft as possible. 

There have been a few innovations—some that were very urgently 
insisted on by the Georgia Power Co. , 

On some of those the Department of the Interior has permitted them 
to be in the preliminary draft as a topic of discussion, so that they be 
discussed, 

And I might say that—was it on September 22 that I was in 
Elberton ? 

Mr. Leavy. I believe that is right. 

Mr. Aanpaut. On September 22 I was in Elberton and that was 
a Thursday. 

Mr. Fascenn. Yes. 

Mr. Aanpann. And that was a followup to a Tuesday meeting that 
[ had in Washington with members of the power committee of the 
Georgia Power Membership Corp. 

We had this meeting in Washington at the request of Anchor Nelsen, 
who felt that cooperatives in advance of the release of the preliminary 
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draft should have some contact with the Department of the Interior, 
so the opportunity was requested to visit with Mr. Leavy in Elberton, 
just a day or so—and we arranged the meeting on Thursday following 
the Tuesday I went down to Elberton to be present at that time, and 
we spent most of Thursday in visiting the power committee of the 
Georgia Electric Power Membership Corp. 

Mr. Fasceti. Let me ask you this question. How many areas of 
differences exist between your department and the company before 
this contract will be signed ? 

Mr. AanpAuw. I do not care to enumerate areas of differences. 

Mr. Fascetn. I mean, are there 1, 2,3, 4,5 

Mr. Aanpauw. No; I would not care to give a single area of differ- 
ence at this time because I must be in the position of a moderator. 

Mr. Fasceti. I understand that, but—— 

Mr. Aanpaut. When we have a contract—I mean, I do not want 
to start out here by saying that we differ with the memorandum draft 
in this respect, because that immediately places me on one side 

Mr. Fascexy. I understand that, and I am not asking 

Mr. Aanpaut (continuing). And on the other hand I could not say 
that I am in agreement with any detailed provisions that are in the 
modified draft. 

All that I can say at this time is that the preliminary draft which 
we have is fashioned as nearly as possible according to the preliminary 
draft that we worked out to use in Carolina and that the fundamental 
principles involved in the arrangement met the approval of the 
Department of the Interior. 

Mr. Fascety. Of course, I can appreciate your position and I am 
not trying to weaken your bargaining position—heaven knows, it is 
weak enough already. 

What I am trying to find out is what foundation there is for the 
statement : 











We are close to solving this problem by the execution of this contract. 

I am perfectly willing to accept it at face value, if that is what you 
want, but if you want to tell me a little bit more to hang my hat on—— 

Mr. AanpaHut. I wouldn’t go into the question of detailed points. 

Mr. Fascetn. No; I am not asking for that. I just wonder whether 
you differ this much [indicating] or this much [indicating]. 

Mr. Aanpan. Oh, I would say that I think the differences between 
the cooperatives and the power company are within range of solution. 

Mr. Fasceiy. Reasonable range of solution ? 

Mr. Aanpau.. I think they are within range of solution. 

Mr. Fascets. You don’t even want to put in the word “reasonable”? 

Mr. Aanpauu. Yes, I would put in “reasonable.” 

Mr. Fasceti. “Reasonable range?” 

Mr. AANpDAHL. Yes; in other words, without any reservations—— 

Mr. Fascetn. In other words, you might say within the foreseeable 
future? 

Mr. Aanpau. And I might say, on October 19 or 20 Mr. Leavy will 
be in, and on the 19th we have a conference with the cooperative from 
Carolina without the company, and then on the following day, on 
the 20th, we have a conference with the company and the cooperatives 
together, and the cooperatives have some suggestions about this con- 
tract that they want to make, and we are going to meet with them 
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without the company first to review what they have to suggest; and 
then on the 20th we will have a conference with the two groups. 

On Friday the 21st, the power committee of Georgia Electric Mem- 
bership Corp. and representatives of the Georgia Power Co. will be 
in my office and we will discuss this draft that we have for Georgia at 
that time, and I think that we are making good progress there, and 
I am hopeful that we will have an answer before very long. 

Mr. Fascetu. One further question and then I am through with my 
questions. 

Does the Department have under consideration any means whereby 
a contract or this particular contract or other contracts of a similar 
nature may be entered into whereby the power will be delivered to 
the private party? 

Mr. AANDAHL. You mean anywhere else in our area of operations? 

Mr. Fasceti. What I am getting at is this: You have got an Attor- 
ney General’s opinion which says you cannot enter into that particular 
type of contract. 

Mr. AANpAHL. You mean the tricontract? 

Mr. Fascety. Yes; at this time. The inference is that at some time 
in the future you could. Now, what I am asking you is: What action 
or study or consideration, if any, is being given by the Department 
to circumvent the instructions laid down in the Attorney General’s 
opinion ? 

Mr. Aanpanu. At the present time we are not giving any further 
study to the tricontract arrangement, and we have no other areas in 
the Interior marketing agencies where such a type of arrangement is 
under consideration. 

Mr. Fascexu. Or any similar arrangement ? 

Mr. AANDAHL. Or any similar arrangement. 

Mr. Fasceii. Thank you. 

Mr. Aanpant. The only thing that approached it was the original 
proposition we were considering in Carolina, but that never got into 
draft form. 

Mr. Fascetn. Thank you. 

Mr. Cuuporr. I think this is a good stopping place. I am advised 
that there is another meeting scheduled in this room at 5:30, and we 
have got to get out, so that they can set up some equipment. 

I understand that you are going to bring the Attorney General’s 
opinion tomorrow morning. : 

Mr. Aanpann. Yes. 

Mr. Crruporr. We will adjourn until morrow morning at 10 o’clock. 

(Whereupon, at 5 p. m., the subcommittee adjourned, to reconvene 
on Wednesday, October 12, 1955, at 10 a. m.) . 








EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


WEDNESDAY, OCTOBER 12, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON PuBLic Works AND Resources, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in the 
Caucus Room, Old House Office Building, Representative Earl] 
Chudoff (chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff, Dawson, Mollohan, 
Fascell, Hoffman, and Jonas. 

Also present: Representative John W. McCormack, Arthur Perl- 
man, staff director; H. Vance Austin, associate counsel, Subcommittee 
on Public Works and Resources; James A. Lanigan, committee coun- 
sel; William Pincus, associate committee counsel; Committee on Gov- 
ernment Operations. 

Mr. Cuuporr. Mr. Aandahl, will you please take the witness chair. 

Mr. Jonas. Mr. Chairman, before you start with him I don’t care if 
this is on the record or not—— 

Mr. Horrman. Yes, you want it on the record, whatever it is. 

Mr. Jonas. I want to make a request, please, sir. You have indi- 
cated several times that we would have access to the committee files. 
| wonder if it would be possible to have somebody in the office, or 
somebody on the staff to assemble all of the communications to the 
committee and from the committee bearing upon the complaints in 
this hearing, so we can take a look at it. 

Mr. Cuuporr. I think so. I just want you to tell Mr. Perlman 
what you want, and we will get somebody on it right away. They may 
be able to put their hands on it faster than you could. 

Mr. Jonas. I will tell him when he comes by here. 

Mr. Cuuporr. Mr. Aandahl, I have been thinking about some order- 
ly procedure in this matter, and so that you can plan your time, I 
thought you ought to know about this. 

I feel that when we finish with the Southeastern problem—we are 
practically finished with that, though there will be, probably, one or 
two questions by counsel. Of course, I don’t know what the con- 
gressional members of the committee are going to ask you, but we 
are practically through with Southeastern. We are going to call 
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Mr. Wright of the Southwestern Power Administration, have you 
sit beside him, and then we will ask questions of him, and then you 
can discuss the Southwestern problems, anything that comes up, 
wherein you, in your official capacity, would have any bearing on the 
answers, and then we will call Mr. Nelson, the regional director of 
the Bureau of Reclamation, and then Mr. Pearl, and then we will call 
Mr. Ancher Nelsen, Harold Nelson first and Ancher Nelsen, and we 
would like you to stand by while we ask these questions. 

We might be able to make a little better time if both of you are 
together when we ask the questions, because he can refer to you and 
you to him. We found that when we talked to Mr. Leavy, that he 
wasn’t in a position to answer a lot of the questions. He said he 
didn’t know personally, so we feel that that will be better for orderly 
procedure, and also we will be able to minimize your time and the 
committee’s time and get through sooner. 

Is that satisfactory to you? 

Mr. AanpanL. Your suggestion is fully satisfactory. 

Mr. Cuuporr. Mr. Lanigan, do you have any further questions to 
ask Mr. Aandahl ? 

Mr. Lanigan. Yes, sir. Yesterday you testified that some time in 
May 1954 you shelved—the tricontract plan was shelved after you 
had made a recommendation to the Secretary that it be adopted. At 
that time, or at the time it was shelved, had the Georgia Electric 
Membership Cooperative, or its representatives, told you that if the 
contract was signed, that they would take legal action to test its 
validity ? 


FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT SECRE- 
TARY, DEPARTMENT OF THE INTERIOR; ACCOMPANIED BY 
CHARLES W. LEAVY, ADMINISTRATOR, SOUTHEASTERN POWER 
ADMINISTRATION 


Mr. AanpAu. Yes; reference had been made to that possibility 
all through our negotiations. I don’t know just exactly at what time 
they made mention of it, but from very early in the negotiations we 
were advised that the Georgia Electric Membership Corp. would take 
the contract to court if it were signed. 

Mr. Laniean. Did ex-Governor Arnall, of Georgia, who was rep- 
resenting the cooperatives, make such a statement in May of 1954, 
so far as you can recall ¢ 

Mr. AanpnanL. I can’t identify that date, but as I recall, ex-Gov- 
ernor Arnall, as the counsel for the group and the group together 
made it very plain that the contract would very likely be litigated, 
if it were signed. 

Mr. Laniean. Then did you ask the Solicitor at that time whether 
or not there might be a possibility of successful legal action by the 
cooperatives ¢ 

Mr. Aanpant. The matter had been discussed with the Solicitor all 
through the period of negotiations, and on February the 9th in 
1954 the Solicitor gave me a draft of an opinion which indicated 
that he thought we could sign the contract. 

Mr. Lantcan. Did he also advise you at that time that he could 
not preclude successful legal action by the cooperatives ¢ 
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Mr. AanpAut. What do you mean by “preclude” ? 
Mr. Lanican. Well, let me see if I can find the reference here in 
the Attorney General’s opinion. 
(Discussion off the record. ) 
Mr. Aanpant. What page is that on? 
Mr. Laniean. This is on page 9. Perhaps it was an omission in 
the Solicitor’s opinion, but the Attorney General states: 


The memorandum— 


of the Solicitor— 
does not foreclose the possibility of successful legal action— 


speaking of action by the co-ops. 

Mr. AanpAuu. That is the Attorney General’s opinion, and not the 
Solicitor’s opinion, as I understand your reading. 

Mr. Lanican. It may be, but you will notice he says: 

I note that in a memorandum of your Solicitor it is stated, with reference 
to the cooperatives’ intentions to secure an order from the Federal Power Com- 
mission to the Public Utility Commission of Georgia, compelling the company 
to carry this power, the memorandum does not foreclose the possibility of 
successful legal action. 

Mr. AANDAHL. Yes; that deals with a different matter. 

Mr. Laniean. Now, why is it that the Secretary sent a letter to the 
Attorney General in February of 1955 asking for a legal opinion on 
his authority to enter into the tricontract, if it had been shelved in May 
of 1954? 

Mr. AAnDAHL. It was shelved in May of 1954 for the purpose of 
exploring the possibility of other arrangements. 

By the spring of 1955 other arrangements had not been completed, 
and they did not seem to be very close in prospect, and the Secretary 
then felt that it would probably be well to get an opinion from the 
Attorney General, so that he would have a little more definite idea of 
the legal position of the tricontract. 

Mr. Lanigan. Actually what occurred then between January 1953 
when Clark Hill came into generation and May of 1954, you kept 
negotiating with the power company on a contract, and with the 
attendant loss of revenue to the Government—some portion of that 
million and a half that we talked about yesterday—when, as a matter 
of fact, the Attorney General found later you had no authority to 
enter into that contract until you had dealt with the « ‘ooperatives, ‘and 
during that time you had also not dealt with the cooperatives, so you 
were proceeding on a wrong legal theory while that loss was piling up; 
isn’t that what happened ? 

Mr. Aanpauu. Well, of course there is a difference of opinion as to 
~ legality of the tricontract. At the time that we were negotiating, 

e had in our files the memorandum from Attorney Gregory Hankin, 
as I mentioned yesterday. 

Mr. Horrman. From whom ? 

Mr. Aanpani. Gregory Hankin, who was an attorney for the Power 
Division of the Department of the Interior. He seriously questioned 
that type of arrangement from the standpoint of policy. But he com- 
mented that if you were thinking about the question of successful liti- 
gation against it, he didn’t think that that could be ace omplished. 
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And, in addition to that, we had the memorandum opinion, the draft 
of the memorandum of opinion from the then Solicitor, indicating 
that we-could proceed with that kind of contract. 

Mr. Lanican. You also had Secretary Chapman’s letter of January 
2, 1953, in which the legal aspects were quite thoroughly discussed, and 
his conclusion probably went through the legal department. You have 
the copies, and we don’t have a chance to see them, which held that 
that was not a legal procedure to sell the power to the 

Mr. Aanpnant. As I recall, the Chapman letter was just pretty much 
of a blunt assertion that he could not legally enter into the contract. 
It has been quite a while since I looked at that letter. I would be 
interested in any further comments that there are with respect to it. 

Mr. Lanican. You have a copy of the letter? I think we distrib- 
uted them yesterday. 

Mr. Aanpauw. I don’t believe I have a copy. 

Mr. LaniGan. Well, he seems to have gone into considerable detail 
on this subject, discussing the various sections of the Flood Control 
Act. 

But wouldn’t you agree that if at the time you decided to resume 
the negotiations with the power company on the basis of its proposal 
with this conflicting legal situation before you, a considerable amount 
of money might have been saved if the matter had been immediately 
reported to the Attorney General for an opinion? We would be at 
least where we are now, presumably, a year or 2 years ago. 

Mr. AAnpanu. Well, for the most part, in contract negotiations 
we depend upon the opinion of the Solicitor’s Office. And we were 
proceeding on the basis of the information that we had from the 
Solicitor’s Office. 

Mr. Lanican. To get back to the press release which was issued 
on August 29, 1955, at the time the press release was issued by the 
Department, did you know that the modified wheeling agreement 
would contain a clause providing that if any cooperative or munici- 
pal electric system preferred customer constructed any new generating 
facilities of its own, or joined in a group to construct its own gen- 
erating facilities to help firm up the Government power, that it would 
automatically be cut off of the Georgia Power Co.’s lines? Did you 
know that on August 29 ? 

Mr. AAnDAnu. I am not sure how many of the features that were in 
the final preliminary draft that was released under date of September 
the 29th—— 

Mr. Lanican. August 29. 

Mr. Aanpanu, No; that was released under date of September 29— 
were in the preliminary draft that we had when the press release was 
made. I don’t have that in mind. 

Mr. Lanican. That date is September 28, I believe. 

Mr. Aanpant. [ have a copy of the letter of transmittal that was 
sent out from Mr. Leavy’s office. It has September 29th on it here 
on the copy that I have. And that may be a stamp that was put on 
it when it came into my office. I am not sure. 

Mr, Lanican. I just wanted to get the date straight. The letter says 
the 29th. Did you know what the transmission charge, that the 
Georgia Power Co. was going to ask for would be on August 29? 
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Mr. AANDAHL. I understood that the wheeling charges in the draft 
for Georgia would be the same as they were in the draft for Carolina, 
and the same as they were in the actual VEPCO contract. 

Mr. Lanican. Did you realize that the contract would give 40,000 
kilowatts of the Clark Hill power to the Georgia Power Co. at that 
time ? 

Mr. Aanpaut. Yes; I did. 

Mr. Laniean. Did you know that the transmission 

Mr. AAnpDAHL. Just a moment. We shouldn’t let any play develop 
on the word “give.” It would be a: sale of 40,000 to the Georgia 
Power Co. 

Mr. Laniean. It would be sold. 

Mr. Aanpant, That’s right. 

Mr. Lanican. Do you know that the transmission distance would 
be a maximum of 150 miles? 

Mr. AaNDAHL. Yes; that is the same as it was in the other two 
contracts. 

Mr. Laniqan. Well then, why didn’t you, when the chairman asked 
for some of the details on the contract, why didn’t you send those 
details to the chairman ? 

Mr. AanpAnt. When the wire came in, I was in North Dakota on a 
2-weeks vacation and didn’t get back until after it was all over. 

Mr. Lanican. Did anyone else in the Department know of the 
details? 

Mr, Aanpant. I don’t think anyone else was very well informed on 
them. I had held a conference, and Mr. Plucknett of my immediate 
office was present and would have had the same information that I 
had. 

Mr. Lanican. Were you present when the press release was pre- 
pared and issued ? 

Mr. Aanpau. Yes; I participated in the preparation of the press 
release. It was prepared just before I left on my vacation. As I 
recall, I left on August the 26th. 

Mr. Lanican. As Mr. Leavy testified yesterday, details were being 
worked out until the September 28 draft. I believe he testified it was 
almost up to the time that was mimeographed. 

Mr. Aanpanutu. Yes; that’s correct. Those conferences on details 
lasted much longer than we had expected. 

In fact, we thought the same week that the press release was made— 
the press release was August the 29. What day of the week was that ? 
I believe that was a Monday or a Tuesday. 

Mr. Austin. Monday. 

Mr. AANnpDAHL. Yes; and we expected that the preliminary draft 
would be completed by the end of the week. 

Mr. Lanican. You stated that the preliminary draft had been 
worked out. 

Mr. Aanpant. Yes; it had. 

Mr. Lantean. And you hoped to complete it. How can it be worked 
out, when you still have to complete it. By “complete it,” you mean 
more than typing it. You mean work out the provisions; isn’t that 
right ? 

“Mr. Aanpant. There were some details with respect to the sched- 
uling of the power and operational questions that just involved the 
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power company and the Government in the operation of the dam. We 
had a general understanding of how those were going to be handled, 
but we didn’t have the detail that should go in the preliminary draft. 

You will notice by the press release in the last paragraph of the 
press release, “As soon as the draft proposal of a modified wheeling 
contract can be prepared,” and that involved this followup work that 
was to take place in Elberton, it would be submitted to preference cus- 
tomers and other interested people. 

Mr. Lanican. Of course, in light of the first paragraph, people 
normally conclude that “can be prepared” would mean would be typed 
up and mimeographed because you had said the contract had been 
worked out, an agreement had been worked out. 

Mr. Aanpaut. It had been worked out as far as substantial prin- 
ciples are concerned, but not in all details that you would need to 
write into it. 

Mr. Lanican. You have spoken of the VEPCO contract, and com- 
pared the Georgia Power proposals with the VEPCO contract. In 
the case of the VEPCO contract, the Government purchased the firm- 
ing energy and supplies it to the co-op; is that not the case? 

Mr. Aanvanu. That’s correct. 

Mr. Lanican. So that this Georgia contract has some basic dif- 
ferences from the VEPCO contract? 

Mr. Aanpanu. That’s correct. It is a modified wheeling contract, 
and that is why the word “modified” was put in there in describing it. 

Mr. Lanigan. So, when you compare it, you only intend to make 
partial comparisons, and not complete comparison of the two? 

Mr. Aanpauu. That’s correct. 

Mr. Lanican. And the Carolina contract you referred to, the North 
Carolina contract had not yet been signed. 

Mr. Aanpant. No; that is in substantially the same status of pre- 
liminary draft as the Georgia proposal. Conferences will be held in 
my office on both of those contracts on the 19th, 20th, and 21st of this 
month, with representatives of both the companies and the coopera- 
tives present. 

Mr. Lanican. You met with the representatives of the Georgia 
co-ops, I believe, on September 20 of this year ? 

Mr. AAnDAHL. I believe the 20th in the Washington office, and the 
22d in the Elberton office. 

Mr. Lanican. You attended both meetings? 

Mr. Aanpauu. That’s correct. 

Mr. Laniean. And at that time did they ask to see a draft of the 
proposals ? 

Mr. Aanpant. Yes; they did. 

Mr. Lanican. And did you tell them at that time that they hadn’t 
been worked out as of that time in detail? 

Mr. Aanpaunw. I told them that we did not have a draft that we 
could discuss at that time. 

Mr. Lanican. So, as of September 20, which was almost a month 
after the 29th, you still didn’t have a draft ready for discussion ¢ 

Mr. AanpanL. The draft wasn’t readv for discussion until it was 
sent out on either the 28th or the 29th. 

Mr. Laniean. In the light of the Attorney General’s opinion, have 
you made any further efforts to negotiate with the cooperatives on 
their proposal to purchase the power? 
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Mr. AanpauL. No; we have not. 

Mr. Lanican. That is all I have. 

Mr. Cuuporr. Mr. Fascell, do you have any questions? 

Mr. Fasceny. No questions, Mr. Chairman. 

Mr. Cuuporr. Mr. Mollohan ? 

Mr. Moutionan. I have no questions. 

Mr. Cuuporr. Mr. Hoffman ? 

Mr. Horrman. I will waive to Mr. Jonas. No; I will ask one ques- 
tion. You were asked why you didn’t furnish certain information, 
details, or something or other, and you said that you were up in one 
of the Dakotas? 

Mr. AanpAaHL. North Dakota. 

Mr. Horrman. And there has been more or less complaint, as I 
listened to the statements, that your Department had refused to fur- 
nish information to the committee’s staff. What is there to that? 

Mr. AAnpanv. I would like to know what specific information is 
referred to, and then I will try to answer the question. We take the 
general position that we will make any public documents in our De- 
partment available to committee members on request. 

Mr. Cuuporr. Mr. Aandahl, I want to say, with all fairness— 

Mr. Horrman. I have the floor. 

Mr. Cuuporr. I wanted to say we did get all the information, except 
at one place. We had difficulty in the beginning, but now we are 
getting It. 

Mr. Horrman. Mr. Moss isn’t here. You fellows have been objecting 
that I don’t proceed in an orderly fashion. You just confuse me so. 

Mr. Cuuporr. Pardon me, Mr. Hoffman. 

Mr. Horrman. Now, there was something said along that line. I 

was wondering, as a matter of comparison, now, the Reorganization 
Act of 1946 requires or states specifically that any member of this 
Committee on Government Operations is entitled to look at the files, 
any information inthem. Weare supposed to get it. 

But if I understood Mr. Jonas, and I haven’t been around on the 
hearings all the time, we have never been able to get a statement of 
what the committee was trying to do, or intended to do—have never 
been able to get the bac ‘kground, all of it, of the committee’s staff here. 
Mr. Lanigan, who was former ly with the Department of the Interior, 
Mr. Austin, who is a paid executive officer on leave from the Color ado 
State Association of Co-ops—we have never been able to, have we, 
Mr. Jonas, find out what they are trying to do? 

Mr. Jonas. Mr. Chudoff has instructed Mr. Perlman this 
morning—— 

Mr. Horrman. Oh, yes; but that is today. All this other time we 
don’t know what is going on. That is why we have to ask questions. 
And I say, with apologies to the chairman, sometimes —- seem irrel- 
evant, don’t you see? I guess that’s all. Do you see the difference in 
procedure ? 

Mr. Cuuporr. Mr. Hoffman, I think I am going to answer you in 
this way, and I think I have answered that criticism before. 

I said to Mr. Jonas—I don’t know whether you heard me or not— 
when he raised that question, that, as far as I am concerned, the com- 
mittee files are open to any member of the Committee on Government 
Operations. You can go into the subcommittee office, go through our 
files and read anything we have in there. 
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And if you want any specific information, if you ask for the specific 
information, we will have the staff get it for you. But we certainly 
don’t think we are obligated to send you a copy of every letter we get. 

Mr. Horrman. Pardon me, I don’t claim that. And I just call atten- 
tion to it, because the procedure is so different. With Mr. Moss’ 
subcommittee I happen to be the only Republican on that committee, 
and he sends us a statement, his staff does, sends us a statement of 
what they propose to do, specific questions, don’t you see? Then we 
can learn, and it helps out, and I don’t have to ask many questions. I 
won’t ask any more. 

Mr. Cuvuporr. I want to say this for the Department of the Interior. 
We did have difficulty getting certain information from your Depart- 
ment, but I believe Mr. Jonas s aid to me that, if you refused to send 
the information, he would see that we got it. 

Now, we have gotten all the information we have ever requested 
of the Department of the Interior, except, of course, something that 
Mr. Beasley owes us, which I raised yesterday, and that is in the 
process of being prepared, and we are going to get it. 

Now, in the beginning we had a little strained relationship, and 
we had to send telegrams back and forth and letters demanding cer- 
tain things. As a matter of fact, I had a little difficulty with Mr. 
Ormley, which is about a certain, report of the Fish and Wildlife 
Bureau, or Commission, or whatever you call it over there. We have 
since gotten that report. But we did have a strained relation in 
the beginning, but right now you are cooperating with us in giving 
us all the information that we want, and we hope ‘it continues. 

Mr. LantGan. May I say something on that ? 

Mr. Cuvuporr. Yes. 

Mr. LanteGan. On this material we have asked for from Mr. Beas- 
ley, I think it should be clear to the chairman that Mr. Beasley and 
his assistant, Mr. Robinson, have told me that the Department. offi- 
cials—and he indicated at one time a conference was going to be 
held between Mr. Beasley and Mr. Aandahl, which I don’t know if 
it was ever held—were going to review the files and remove from it 
everything that they considered to be executive documents, which they 
classify as internal memoranda of the Department. 

The letter that we had yesterday, which I left on my desk, did 
have in the last paragraph a statement that the material would not 
include documents that they deemed of an executive nature. So what 
we are getting is not the complete file, but one that has been reviewed, 
and presum: ably some documents removed that they consider to be 
within the scope of the Attorney General’s ruling executive docu- 
ments, 

Mr. Cuuporr. What you are trying to do is tell me their file is 
being edited, and they are going to show us what they want to show 
us, and not show us things that they don’t want to show us. 

Mr. Laniean. I think Mr. Aandahl can explain that. 

Mr. Horrman. May I ask, is that the same practice that was in the 
Department when you were there? It is, isn’t it ? 

Mr. Lanican. In all the time T was in the Department 

Mr. Horrman. Everything was all right. 

Mr. Laniean. T never knew of any committee of Congress, or any 
Congressman being refused permission to look at any document. 








A 


ecific 
ainly 
e get. 
tten- 
Loss’ 
ittee, 
it of 
n we 
mE 


rior, 
art- 
send 


sted 
that 
the 


and 
cer- 
Mr. 
life 
ave 

in 
ing 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1253 


I didn’t have occasion to handle that question very often, and it is 
vouatiia that I dont’ know everything that went on, but I don’t know 
of any instance in oo h the committee was refused any document. 

Mr. Jonas. Well, I don’t know of any instance that the committee 
has been refused any document. If I were running the Department 
of Interior, I don’t think I would turn my whole files over to a 
committee, however. 

Mr. Horrman. Especially not to one where one of the staff was the 
paid representative, except as he is on leave, of the Colorado Co-ops. 

We might just as well call in the attorney for Georgia, is that it, 
those fellows, those power companies, let them direct us. I don’t 
know why they don’t come in here, why they leave the defense, if 
there is a defense, to me or to Jonas. That is what I can figure 
out. 

Mr. Fascetu. I didn’t know there was any doubt about that. 

Mr. Horrman. Why don’t they send their attorney in to help me 
out, or help Mr. Jonas ? 

Mr. Cuuporr. I think under the Reorganization Act the Commit- 
tee on Government Operations is certainly entitled to those files. Of 
course, as I said, we make all interpretations as my opinion is very 
often disagreed with by Mr. Jonas. We seem to do it in a very 
orderly fashion. We disagree with each other, have disagreed prob- 
ably a thousand times since we started these hearings. 

Mr. Fascetn. Mr. Chairman, may I ask a question on this problem 
of information ¢ 

Mr. Aandahl, who makes the decision in your Department as to 
what is public ae and what is private information ‘ 

Mr. AANnpAHL. I don’t know that there is any particular official 
who has that responsibility. 

Information that is released from the Department to the committee 
is channeled through the Administrative Assistant Secretary's Office. 
The general understanding that we have is that any document or 
paper that is signed and becomes an official document of the Depart- 
ment is available to the public and is available to the committees on 
request. 

Oftentimes in the preparation of a document or a paper, there will 
be a number of preliminary drafts that never become signed, and there 
may be scattered opinions in those. We don’t feel that they should 
be rele: - unless they are signed and are official documents, because 
there are a lot of prelimin: iry exchanges that take place that do not 
wane the opinion of the Department, and if they were to go out, 
not representing the opinion of the Department, they would give a 

false understanding of what we are really trying to do. 

Mr. Fascett. Then the Administrative Assistant Secretary is the 
man who has the final say-so in your Department. 

Mr. Aanpanu. The matters are cleared through his office. 

Mr. Fasceti. Are you talking about press releases now, or about 
documents ? 

Mr. Aanpant. I am talking about documents that are requested by 
this committee or other committees. If there is any item in question, 
he takes it up with the Assistant Secretary in whose division it 
originated ; and if it is a very perplexing question, it may be discussed 
at staff meeting with all of the Assistant Secretaries, and the Under 
Secretary and the Secret tary present. 
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Mr. Fasceti. Mr. Aandahl, why do you feel anything should be 
withheld from the public? 

Mr. Aanpanu. There are many internal expressions of opinion in 
the preliminary stage of working out a decision on how we are going 
to handle a certain matter that do not represent the opinion of the 
Department, do not represent the opinion of those who are going to 
finally make the decision. 

I do not think those opinions that we have strictly for our own 
internal use shall be made the matter of public discussion, because 
they would give an incorrect impression of what the Department of 
the Interior is doing and what it stands for. 

Mr. Jonas. Will the gentleman yield right at that point, so I can 
ask a question ? 

Mr. Fasceiu. Sure. 

Mr. Jonas. Do you know of any Members of Congress that would 
be willing to turn their files open to the public? 

Mr. Aanpawt, I am not familiar with it, anyway. 

Mr. Cuuporr. Mr. Aandahl, I would like to interrupt at that point. 
There is nothing in the law that requires any Member of Congress 
to turn files over to the public. But I would like to read to you from 
the Federal statutes, from title V of the United States Code. It 
says: 


Every executive department and independent establishment of the Govern- 
ment shall, upon request of the Committee on Expenditures in the Executive 
Departments of the House of Representatives— 
and that is the former name of this committee, the name being 
changed recently— 


or of any seven members thereof, or upon request of the committee members 
of the Executive Department Committee of the Senate, or any five members 
thereof, furnish any information requested of it, relating to any matter in 
the jurisdiction of said committee. 

Mr. Horrman. That is a privileged resolutions statute. That is 
just like our rule. I use that a lot of times, but I don’t get it. 

Mr. Cuuporr. I don’t think you have any right to refuse us any- 
thing under the law, and that anybody who sets up any policy in your 
Department refusing any committee or subcommittee of the Congress 
any information is violating the United States Code. 

Mr. Horrman. Mr. Chairman, I have always gotten it; when you go 
at it right, there isn’t any question about it. It is just when you 
snoop around 

Mr. Jonas. Since we are kicking this around, I would like to 
say for the record that this subcommittee has never taken any official 
action asking the Department for anything. The only requests that 
have been made to the Department for any documents or informa- 
tion have ben made by the chairman on his own responsibility or 
by staff members. 

The subcommittee has never taken any official action which would 
indicate that we desired any information from the Department of the 
Interior, nor has the full committee, to my knowledge, and I have 
attended every session of it. 

Mr. Cuuporr. Well, I want to say this to you. That is true. The 
staff, or myself, have made the request, the staff at my direction. And 
I still maintain under the rules—and I think we spent some time in 
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the West arguing whether I had that right, and I think I re ead the 
rules in the record: and I don’t want to take the time of this hear ing 
to read the rules in the record over again. 

I have never done anything in violation of the rules of the Com- 
mittee on Government Operations, and any requests that I made 
from any department head, from any department, either by myself 
or by my staff at my direction, have not been in violation of the rules. 

Mr. Horrman. Mr. Chairman, everything is lovely now, isn’t it? 
Weare all right now. 

Mr. Cuuporr. I think we are. I think we are getting along all 
right, except the problem has come up on the Nevada situation, where 
we might like to look at the entire file, and not have it edited. 

Mr. Fascell ? 

Mr. Fasceiy. Yes, I would like to ask some more questions on this 
idea of information. 

Mr. Aandahl, this policy of determination of private papers against 
public papers, is that a written policy of the Department of the Inte- 
rior? Isit laid down in the rules and regulations ? 

Mr. Aanpanu. I don’t think so. 

Mr. Fascetu. In other words, it is unwritten administrative policy; 
is that correct ? 

Mr. Aanpaut. I think that is substantially correct. 

Mr. Fascerz. And it is subject to interpretation, depending on 
who administers it ? 

Mr. AanpanL. The fact of the matter is I have not personally been 
involved in many questions of this kind, and I am just not too well 
informed on it. My general attitude has been that any official docu- 
ments that we have in the Department of the Interior are available 
to the committee upon their request. 

Mr. Fascety. I want to goa little deeper than that particular point. 
Suppose a member of the press came to you and asked you for a copy 
of the working draft of some particular agreement, would you release 
it to the press? 

Mr. AanpanL. It would depend a little bit on what the status was 
of what we were doing. 

Mr. Fasceti. Would you have the sole power to make the decision 
in that particular case ? 

Mr. AanpanL. Well, I could at least make a decision as of the 
moment. It would probably be further reviewed by our secretarial 
staff if it became a controversial question. 

Mr. Fascetu. In other words, I gather from that that it seems to 
be the policy in your Department that when a question of that kind 
arises, you confer with various people? 

Mr. ‘Aanpant. It generally comes up at staff discussion, if it is a 
controversial question. We have staff meetings every Monday morn- 
ing at 9 o’clock, and they run until noon. 

Mr. Fascerx. And then I gather further that in one case it might 
be decided that a document was public, depending on where you are 
at that time in negotiations, in another case it might be decided that 
it Is an executive paper. 

Mr. AanpAnt. You are talking about documents that are not 
completed or signed ? 

Mr. Fasceiy. I am actually talking about any information out of 
your Department. 
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Mr. Aanpanw. Yes, I think what you say is substantially correct. 

Mr. Fascetyi. Does the Department of the Interior maintain a pub- 
lic information officer on its staff? 

Mr. Aanpauu. Yes; there is such an officer. 

Mr. Fascetn. Who would that be? 

Mr. Aanpant. William Strand. 

Mr. Fasceii. Does he enter in on any of these decisions as to what 
should be released, and what should not be released by the Depart- 
ment ¢ 

Mr. Aanpauit. He attends all our staff meetings. 

Mr. Fasceiu. But he doesn’t make the final decision ¢ 

Mr. Aanpnant. No. Of course, the final say rests with the Secre- 
tary himself. 

Mr. Fascety. This policy is not something that is written rules and 
regulations on public information policy ? 

Mr. Aanpan. No. 

Mr. Fasceti. This is just an administrative practice and_pro- 
cedure which has been adopted and which is now in effect. Thank 
you. 

Mr. Crruporr. Any questions, Mr. Jonas? 

Mr. Jonas. One question on this point, and then I will move on to 
the other phase of it. You say these matters clear through the office 
of the Administrative Assistant Secretary of the Interior / 

Mr. Aanpant. That is correct. 

Mr. Jonas. Whois he? 

Mr. AanpanL. Otis Beasley. 

Mr. Jonas. How long has he been in the Department of the Interior? 

Mr. Aanvan. Oh, 15 to 20 years; something like that. He is a 
longtime employee. 

Mr. Jonas. Mr. Aandahl, you said yesterday something about the 
power rates in Georgia. Would you repeat for me the comparison 
you made between the rate structure that obtains in Georgia now and 
elsewhere in the country ? 

Mr. Aanpant. I think my general observation was that the rates 
that the cooperatives pay for the power that they are buying from 
the Georgia Power Co. is a very favorable rate. I think, at a 50- 
percent load factor, it is about 6.7 mills. 

Mr. Jonas. How does that compare with rates about the country ; 
for example, in the Southwest ? 

Mr. Aanpaut. In the Southwest the project rate, that is, the 
Southwestern Power Administration project rate for public power is 
5.6. But you will recall in the paper that I presented, I said that we 
have already submitted a new rate study to the Federal Power Com- 
mission asking for 7.16 mills. 

Mr. Jonas. That is because the rates that have been in effect in the 
Southwest have never been changed since the A rate was established 
in the beginning? 

Mr. Aanpant. T hat’s correct; about 1947, or something like that. 

Mr. Jonas. And it is generally understood that that rate is not suffi- 
cient to take care of charges, and the Southwestern Power Administra- 
tion has been running a deficit since 1951, I believe. 

Mr. Aanpanu. The income from the power that is sold is not ade- 
quate to meet the repayments that are required. 
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Mr. Jonas. And studies have been going on and it has been gen- 

srally understood that this rate structure in ‘the Southwest would have 
ts be increased, and that has been talked in the Southwest for several 
years, has it not? 

Mr. Aanpanu. That is correct. In fact, prior to our coming into 
office. 

Mr. Jonas. Mr. Wright testified to that effect before the House 
Committee on Appropriations. Now, this 6.8 rate—that applies to 
the rate the co-ops in Georgia pay to the Georgia Power Co. for the 
power they are receiving ? 

Mr. Aanpauu. Yes; 6.7. 

Mr. Jonas. Do they obtain all of their power from Georgia Power 
now ? 

Mr. Aanpanu. At the present time, they do. 

Mr. Jonas. Does Georgia Power get any of the Clark Hill power? 

Mr. Aanpant. Not at the present time. 

Mr. Jonas. That power is all being purchased in South Carolina? 

Mr. Aanpauu. That’s correct. 

Mr. Jonas. Am I correct in my understanding that there has never 
been any argument about the right of the preference customers as 
listed in the Flood Control Act obts aining all of the power that is avail- 
able from one of the Government dams, if they had the facilities to 
come there and get it ? 

Mr. Aanpann. Yes, and even if they haven’t the facilities to come 
and get it, we are aggressively trying to find ways and means of 
delivering the power to them within a reasonable transmission 
distance. 

Mr. Jonas. Tam coming to that. But assuming that the Georgia 
Electric Membership Association, which, incidentally, is not a co-op 
itself, but is an organization, or association of co-ops—a super co-op, 
isn’t 1t— 

Mr. Aannauw. That is correct; it is set up as a generating and 
transmission cooperative, 

Mr. Jonas. It isa G. and T. 

Mr. AAnpAHL. Yes. 

Mr. Jonas. And it is superimposed above the operating co-ops. 

Mr. Aanpaut. And made up of a membership of operating 
cooperatives. 

Mr. Jonas. Now, if this membership association, or if the indi- 
vidual co-ops had transmission facilities, or if they were able to get 
the power at the dam at Clark Hill, would there be any objection on 
the part of the Department of the Interior to giving them the 
preference ? 

Mr. Aanpant. None whatsoever. 

Mr. Jonas. The argument comes up because they are situated 
areas remote from the dam and they don’t have transmission facil- 
ities. The problem arises when you begin to consider how they are 
yoing to take advantage of their pre ference rights when they are not 
located near enough to the dam and don’t have the facilities of their 
own; is that correct? 

Mr. Aanpaunu. That’s correct. 

Mr. Jonas. Now, the private utility operating in Georgia does have 
transmission facilities at the dam ¢ 
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Mr. AanpAnt. Yes; they have transmission facilities that come 
up right close to the dam and they also have a temporary line built 
into the d: am, over which they can take out about 40,000 kilowatts. 

Mr. Jonas. So the problem that presents itself, then, is how the 
Department can, as an intermediary, persuade the company to make 
a contract with the operating co-ops to take the power to them; is that 
correct ? 

Mr. Aanpant. Yes. To begin with, the basic contract for the trans- 
mission of the power will be made between the Government and the 
company. We get a basic contract, something like a bill of lading, 
under which the company agrees to transmit the power. After we 
have that agreement for transmission, then we go to the cooperatives 
and say, “We can sell you this amount of power.” 

Mr. Jonas. What would you say, Mr. Aandahl, as to the aggres- 
siveness with which your office in the Department. has pursued this 
subject of trying to get these two concerns together to work out a 
suitable, —a _and fair contract ? 

Mr. AAnpau. I don’t know of any problem in the Department 
of the Interior to which I have devoted more time than the problem of 
distributing Clark Hill power in the State of Georgia. 

Mr. Jonas. The possibility of the problem developing arose even 
before the power was available; is that not true ? 

Mr. Aanpaut. That is correct. It had been under consideration 
several years before this administration went into office. 

Mr. Jonas. And it was during those several years that Congress 
repeatedly turned down requests “for the Government to build trans- 
mission lines, and directed the Department of the Interior to make an 
effort to work out a satisfactory contract between the ultimate users, 
that is, the co-ops and the private company. 

Mr. AanpAHL. That’s correct. 

Mr. Jonas. And you would say that so far as you are concerned, you 
have spent many hours and much time and effort trying to bring those 
parties together and get a meeting of the minds? 

Mr. Aanpane. Yes, sir. 

Mr. Jonas. As a matter of fact, regardless of the legality of the tri- 
contract, it is a fact that it would have made the power the co-ops 
desire available to them, wouldn’t it? 

Mr. Aanpanu. That’s correct, and at the Clark Hill project rate. 

Mr. Jonas. Did I understand you to say yesterday that the rate the 
consumers would have enjoyed under that contract would have been 
even more favorable than the one they are receiving now ? 

Mr. Aannanu. Yes; it would have resulted at a 50 percent load 
factor in 6.28, I believe. I am not sure now whether that is the 50-per- 
cent load factor, or the 45-percent load factor, but the 6.28 compares to 
the 6.7 that they are now paying the Georgia Power Co. 

Mr. Jonas. What will the project rate be? What is the project rate? 

Mr. Aanvaut. The project rate is $9 for capacity, and 4 mills for 
the energy. 

Mr. Jonas. What would be the figure you would use to compare it 
with the 6.28 or the 6.7? 

Mr. Aanpanu. Those two figures, taken at the load factor, result in 
a cost per kilowatt-hour of 6.28. 

Mr. Jonas. But what would the comparable figure be under the 
other arrangement ? 
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Mr. Aanpant. Under which arrangement / 

Mr. Jonas. The $9 demand and 4 mills—— 

Mr. AANDAHL. Those charges for the two components of the power 
result in a price of 6.28 mills per kilowatt-hour. Mr. Leavy just ad- 
vises me that the 6.28 is at the 45 percent load factor. ‘The company 
figure of 6.7 Mr. Leavy thinks is the average that they are presently 
paying at whatever their load factor may be, and that probably runs 
somewhere around about. 45 percent, but that is their actual experience. 

Mr. Jonas. Have you made any studies that would enable you to 
answer this question? What would the difference in 1 mill of the 
wholesale rate amount to in the power bill of a customer who uses, say, 
250 kilowatts a month ? 

Mr. Wright has that figure, I will ask him when he comes on. He 
used it in his testimony before the House committee, and his statement 
was that it would amount to 20 cents a month. 

Mr. AANDAHL. That was the figure that I had in mind, but I wasn’t 
too sure of it, and I wanted to consult with an engineer or someone 
who had the information, before I answered. 

Mr. Jonas. If the tricontract would have been really favorable to 
the co-ops from the standpoint of rate and charges, what was the basis 
of their objections to it ? 

Mr. Aanpaunt. I think it gets entirely into the policy question of 
who has title to the power. The co-ops want to get title to the power 
directly from the Government, and under the tricontract arrangement, 
the title would pass from the Government to the Georgia Power Co., 
and from the Georgia Power Co. to the cooperative. The Georgia 
Power Co. would bill the cooperative, the Georgia Power Co. would 
pay the Government, and the customer would not have as close a con- 


tractual or experience relationship with the Government during the 
period of the contract, as it would have under the ordinary wheeling 
contract arrangement. 

Mr. Jonas. As I read this section 5 of the Flood Control Act, I 
don’t find that it specifically denies the right of the Secretary to, I 
started to say, operate under a plan similar to the tricontract, but I 
don’t want to get myself in the position of arguing with the Attorney 


. 


General about the law. 

But it does say that you shall make the energy generated at such 
yrojects available in wholesale quantities to the ultimate consumer, 
but it doesn’t say how you shall make that available; does it ? 

Mr. AAnpAHL. No, I have been of the opinion all through our nego- 
tiations that the tricontract arrangements met the requirements of 
the Flood Control Act. That opinion, however, is not in harmony 
with the opinion as expressed by the Attorney General. 

Mr. Jonas. I understand. Now, is there any reason why coopera- 
tive X, or municipality X, a preference customer who claims power, 
some of the power from Clark Hill, could not acquire the power at the 
bus bar and then make its own arrangements for transmission ? 

Mr. Aanpant. In fact, that occurs in a number of instances on the 
South Carolina side. The Greenwood County group have their own 
transmission line coming into the Clark Hill project. Incidentally. 
that was started as a Government line, but was finally taken over and 
built by the county commission. 

Mr. Jonas. And you never have any trouble when the preference 
customer is willing to move in that direction, but the trouble you have 
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is when they say, “We are unable to do that, and we want the 
Government to go out and acquire the firming energy and resell to us.” 

Mr. AanpaHu. I would say that if the customer comes.right to the 
project, there is no question at all, he is given a contract, and he 
takes the power and does what he wishes with it. Ordinarily we don’t 
have too much difficulty in working out transmission or wheeling ar- 
rangements for customers who are not able to do that. 

Generally speaking, throughout the area of Interior marketing we 
have been quite successful in getting the power transmitted to the 
preference customers within reasonable distances. 

Mr. Jonas. Would you have signed the contract with the Georgia 
Electric Membership Association for the Clark Hill power, if they had 
obtained such a contract for transmission ? 

Mr. Aanpant. Oh, yes; immediately. 

Mr. Jonas. If they had indicated or demonstrated any ability to 
take the power themselves, you would sign the contract immediately ¢ 

Mr. Aanpantu. That’s correct. 

Mr. Jonas. Your objection to the signing of the contract as it was 
tendered was that no arrangements had been made for the transmis- 
sion of the power, and the membership association didn’t own any 
property, and its ability to pay for the power would be dependent upon 
its ability to get it away from the dam, and sell it ? 

Mr. Aanpanv. That’s correct, and the membership corporation had 
two proposals for carrying the power out to its members. One was 
to work out a contract with the Georgia Power Co., which the Georgia 
Power Co. indicated could not be done. 

If they failed in that, they hoped to take the case to court to test 
out their rights to have the Georgia Power Co. act as a public carrier. 
In my mind, there is a great question if it is in that capacity at all. 
It is a generator and supplier of power, but not a public carrier. 

That was one approach, the combination of those steps. The other 
approach would be for them to get REA funds and finance trans- 
mission lines. 

Mr. Jonas. Did you have anything to do with the decision of the 
Georgia Electric Membership Association, not to pursue that first 
course ¢ 

Mr. Aanpant. No; I must state, however, that the Georgia Elec- 
tric Membership Corp. felt that before it could go very far in that 
direction it would have to have a contract for the power, an optional 
contract for the power if it was going to force its position. But the 
way contracts of that kind have ordinarily been worked out have been 
by mutual agreeable negotiations. 

In the case of the Whitney contract, to which I have referred several 
times, all of the contracts were prepared, there was agreement among 
the several parties that were involved, and all of the contracts were 
signed almost simultaneously. That is the way we would like to see 
it worked out. 

Mr. Jonas. Do you have any contracts in existence today that are 
similar in any material respect to the tricontract proposal ? 

Mr. Aanpanu. No; we do not. The only instance that we have of 
an optional provision, but there is no tricontract—no, I misunderstood 
your question. We do not have any other contract of that kind. 
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Mr. Jonas. Do we have any situation in the country anywhere that 
vou can recall where some of the Government power goes to preference 
customers through the route of the private utility ? 

Mr. Aanpanu. We have many places where it moves over the trans- 
mission facilities of private utilities. 

Mr. Jonas. That would be wheeling contracts. 

Mr. AanpaHL, By a wheeling contr act. But not by the route that 
was involved in the tricontract. Exactly the same physical changes 
take place, but the contractual relationship is somewhat different. 

Mr. Jonas. I have some questions I want to ask him about South- 
west, 

Mr. Cuuporr. Will you hold that? 

Mr. Horrman. I had one. No; I will waive it. 

Mr. Cuuporr. I just want to ask you one question, Mr. Aandahl, 
on this Southeast situation. 

It is true that there were some questions in your mind exactly how 
you would interpret section 5 of the Flood Control Act of 1944. But 
is a result of the Attorney General’s opinion, certain rules of inter- 
pretation have now been laid down by the Attorney General. Now, 
vou are familiar with that opinion, | presume; is that correct, Mr. 
Aandahl ? 

Mr. Aanpanu. That’s correct. 

Mr. Cuvporr. And I would like to read you one paragraph from it. 

“Applying these criteria” ——— 

Mr. Aanpant. Would you give me the page ? 

Mr. Cuuporr. That is on page 10, down about the middle of the 
page. It starts with the word “applying”, that is the last word on the 
line: 

Applying these criteria to the case at hand, it is my opinion that section 5 
means that when the Secretary of the Interior has before him two competing 
offers to purchase power, one by a preference customer and the other by a non- 
preference customer, and the former does not have at the time the physical means 
to take and distribute the power, he must contract with the preference customer 
on condition that such customer will, within a reasonable time, to be fixed by the 
Secretary, obtain means for taking and delivering the power. 

Now, under the law you have no choice but to contract with the pref- 
erence customer if he demands the power. 

Mr. AANDAHL. We have no power as between the tricontract and the 
otfer of the preference customer, but we do have choice between the 
offer that the preference customer has made and other means of sell- 
ing the power directly to him. 

Mr. Cuuporr. I understand that, but why don’t you then say not 
only do you have a duty under the law to transmit this power to the 
consumer at the cheapest price, but you are further authorized by the 
Congress to build transmission lines. 

Now, if you go ahead and build these transmission lines, you don’t 
have to actually spend any money, it is not an expense. As I under- 
stand it, you loan the co-ops the money to build the transmission lines, 
and they amortize the loan from income from the power over a cer- 
tain period of years, I think it is 30 years. 

Yet this dillydallying back and forth, trying to convince the co- ops 
to buy the power from the private company that you are going to give 

title to the power has cost, in one particular case, a million and a half 
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dollars, and in the other particular case a million and a half dollars, 
and you are no closer to a solution to the problem today than you were 
2 years ago; isn’t that correct ? 

Mr. Aanpant. I think there has been some little confusion in the 
facts about the loans to the cooperatives for construction of transmis- 
sion lines. 

Those loans are made by the REA Administration in the Depart- 
ment of Agriculture, and we have nothing to do with those loans at all. 
We have no determination as to whether or not the loan will be made 
the cooperative to build a transmission line. 

Mr. Cuvporr. But if you got an appropriation from the Congress, it 
would be amortized. 

Mr. Aanpnauu. No, if we got an appropriation from the Congress, 
then we would build the line as a Government line, as the Department 
of the Interior transmission line. It would not be the property of the 
cooperative. 

Mr. Cuuporr. And you would be paid by the co-ops to transmit the 
power. They wouldn’t expect you to transmit it for nothing, would 
they? 

Mr. Aanpaut. The basis on which the transmission is generally 
handled is on the basis of the so-called postage stamp rate, and if we 
build a transmission line, we receive the same price for the power 
at the end of the transmission line that we would have received at the 
project if a customer had taken it at the project. 

Mr. Cuuporr. I understand that, but it is still amortized. You 
still get your money back ev entually, whether you get it at a postage 
stamp rate, or at some other rate. 

Mr. Aanpant. That’s correct. The overall rate that we charge in- 
cludes an item for the expense of the transmission facility if the 
Government builds the line. 

Mr. Cuvuporr. That’s right, but in spite of all this, you are still 
trying to convince the Georgia co-ops that they ought to buy the power 
from the Georgia Power Co., which you will sell to the Geor gia Power 
Co., rather than build the transmission lines, and this has cost the 
Government, in one particular case, a million and a half dollars. 

Mr. Aanpanv. Again you are working on an assumption that i is not 
fully correct. That proposal was shelved more than a year ago and 
we have been working on other arrangements since then. 

Mr. Cuvporr. But you are not offering to build transmission lines 
which you can do under the Flood ( ‘ontrol Act? 

Mr, Aanpant. We wouldn't suggest the building of transmission 
lines unless we felt that the construction of those transmission lines 
would be a businesslike and economically feasible proposition for the 
Government. 

With the distances that are involved and the number of miles of 
transmission lines that are needed, and the steam power that would 
be needed to firm up the hydro if we did transmit it, and make it a 
useful product to the prefer ence customers would be so high in price 
that it wouldn’t be practical to follow that course. 

Mr. Cuvporr. You mean it is more practical to lose money every day 
trying to convince the Georgia co-ops to buy the power from the 
Georgia Power Co. 
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Mr. Aanpaut. The income that the Government has not received 
during that period is almost negligible in the light of the cost of a 
transmission system, such as you are contemplating. 

Mr. Cuvporr. Well, there is a lot of things about negligible. They 
tell us, Well now, if the increase in the cost of wheeling power is | 
mill, that would only mean 20 cents a month to a customer that uses 
250 kilowatts. Twenty cents a month is $2.40 a year, and if you mul- 
tiply that by 100,000 customers, that is a lot of money. I know many 
utilities would be very happy to get a mill increase, to increase their 
profits. Everything becomes negligible. 

But still the Flood Control Act was passed for the purpose of con- 
trolling flood and for the purpose of getting power to the consumer, 
and not for the purpose of trying to compel these co-ops to buy power 
from private companies. 

The only time you have any trouble with co-ops is when they de- 
mand their rights under the law. If they go along and do as you want 
them to do, you have no trouble with the co-ops, but as soon as they 
demand their rights under the Flood Control Act of 1944, especially 
section 5, that is when you have trouble with them, isn’t that true, 
Mr. Aandahl? 

Mr. AANpAHL. No; in the power marketing policies of the Depart- 
ment of the Interior we are constantly giving preference customers 
the rights to which they are entitled under the Flood Control Act and 
all other preference laws. 

Mr. Cuuporr. Well, that is not the story we hear from them. We 
have heard from them all over the country, and vou have had an 
opportunity to read that testimony, and we would like you to give us 
the answers, we would like you to give us the answer to the specific 
complaint. 

If a man came in from one of the co-ops and filed a complaint and 
said he was not getting preference power, if you are giving it to him. 
viving him every opportunity, we would like to know about it. That 
is what you have to do, answer the charges. You are here making 
general statements. 

Mr. AAnpDant. I will be very glad to consider any specific case you 
wish to call to my attention. , 

Mr. Fascett. Mr. Chairman. 

Mr. Cuuporr. Well, we are talking about the Georgia Power Co. 
and the Georgia co-ops. That is a specific case. 

Mr. Aanpanz. And we will get that power to them just as quickly 
as arrangements can be made for that purpose. ; 

Mr. Cuuporr. You are not any closer to getting it to them than you 
were 2 years ago. | 

Mr. Aanpanw. There has been a contract that has satisfactory eco- 
nomic values in it that would give the preference customers the power 
from the Clark Hill project through the arrangement of the tricon- 
tract, but which the preference customers did not care to use. 

When that was not successful, Anchor Nelsen started negotiations 
on the basis of the Whitney type of approach. That was never com- 
pleted. Now we are working on a third type of approach which is a 
wheeling contract, and I think that that wheeling contract can be 
completed in a reasonable time. , 

Mr. Cuuporr. Now you had the Attorney General’s opinion on July 
15, didn’t you, Mr. Aandahl ? 
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Mr. Aanpant. That is correct. 

Mr. Cuuporr. And on July 15 you had 2 offers, 1 from the Georgia 
Power Co. and 1 from the Georgia co-ops. Now, under that Attorney 
General’s opinion, you are duty bound to give that power, or rather, 
sell that power, to the Georgia co-ops. 

Mr. AanpDanL. No. 

Mr. Cuuporr. But you did not do that. 

Mr. AANDAHL. Just a moment. 

Mr. Cuuporr. Let me finish. You did not do that. 

Mr. Horrman. Pardon me, Mr. Chairman, a point of order now. 
You asked him 3 or 4 questions all in 1. You don’t give him a chance 
to answer each question, but you summarize. 

Mr. Cuuporr. Allright. You answer the first part. 

Mr. Aanpaun. Under the Attorney General’s opinion as between 
the two offers, we would have to sell the power to the cooperatives 
under the offer that they had made. But that did not exclude us from 
bypassing the offer from the Georgia Power Co. and weighing the 
offer that the Georgia co-ops had made with other arrangements that 
we might be able to work out to deliver the power to the preference 
customers. 

Mr. Cuuporr. That is exactly what you did. You went back to the 
Georgia Power Co. and said, “Give us a better offer.” 

Mr. Aanpant. No, we didn’t go back to the Georgia Power Co. 
and say, “Give us a better offer.” We went back to the Georgia Power 
Co. and we said, “Here is a draft of a contract that we have just com- 
pleted as a suggestion for North Carolina, and we want you to take 
a look at it. We think it is a good way of handling this problem.” 

And that offer or that suggestion was made to the Georgia Power 
Co. on August 2, 1955, and on August 8, 6 days later, I had a call 
advising me that the Georgia Power Co. was ready to explore the 
possibilities of developing a contract of that kind. 

Mr. Jonas. Would you yield right there? 

Mr. Cuuporr. Yes; I yield. 

Mr. Jonas. Up until that point the Georgia Power Co. had never 
expressed any willingness to enter into a wheeling agreement? 

Mr. Aanpaun. No. In fact, they had been very firm in their deci- 
sion not to enter into such an agreement. 

Mr. Jonas. So you had made that much progress. 

Mr. Aanpariu. That is correct. 

Mr. Cuuporr. But you have definitely adopted the policy in your 
Department that under no circumstances are _ going to build trans- 
mission lines, are you going to give the public power co-op the elec- 
tricity unless you use every means within your power to first try to 
get the private te od in on this deal. 

Mr. Aanpau. There are a number of places where we are building 
transmission lines, and that is particularly true in the Bonneville area 
and in the Missouri Basin, where we have a different type of hydro- 
electric power. 

In those areas there is quite an abundance of water, and there is 
enough energy so those generating plants can be run around the clock 
if necessary to give the customer the full energy that he needs. And 
in those areas it is much more practical to build a transmission line 
if we do not find suitable wheeling arrangements. 
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But in the case of the Southwest and the Southeast, we have to do 
more than just wheel the hydropower. It must be integrated with 
| ; steam before we have a salable product. And we just can’t jump the 
| / gun and decide to build a transmission line to move hydropower that 
in itself is not a satisfactory product. 
| Mr. Cuvporr. Co-ops have offered to build the steam-generating 
plant to firm their power up if necessary, and one of the blackjack 
clauses in one of the contracts said if they did that they would lose 
their right to the power. Now, who put that clause in? 
Mr. Jonas. They didn’t say that. That is an incorrect statement 
of what it said. 
Mr. Cuuporr. Well, now you tell me what it said, Mr. Jonas. 
Mr. Jonas. It said the power company would discontinue wheeling. 
| It didn’t have any application whatever to their right to the power. 
| j Mr. Cuuporr. If they don’t have the power wheeled to them, they 


can’t possibly use it; can they? 
Mr. Jonas. That is a different matter. You have repeatedly called 
it a blackjack and have misquoted what it said. 
Mr. Cuuporr. Now I misquoted and I will agree with Mr. Jonas 
’ that I misquoted. Now, who put that clause in the contract? Whose 
idea was it? 

Mr. Aanpanu. That is in the preliminary draft of the Georgia con- 
tract. It is one of the conditions that the Georgia Power Co. urged, 
and we permitted it to go into the preliminary draft, and we will let 
it be a point of discussion at the conference that we will have on the 
21st. 

Mr. Cuuporr. I yield to Mr. Dawson. 

Mr. Dawson. You say, “we permitted.” Didn’t you do it? Didn't 
you draw that preliminary contract? You say, “we permitted this 
provision to go in.” You put it in; didn’t you? 

Mr. AanpDAHL. We put it in. 

Mr. Dawson. That’s right. 

Mr. Aanpanu, As a result of the conference that we had. 

Mr. Dawson. With the Georgia Power Co. It was a blackjack, 
you put in. You put it in, that provision. 

Mr. AanpauL. Yes; I am speculating on your question of blackjack, 
and I want to know what you mean by that. 

Mr. Dawson. Because you are using force to make the Georgia 
co-ops do business with the Georgia Power Co. That is the black- 
jack. They wouldn’t do business otherwise, you said. 

You said, “The Georgia Power Co. would not work out a contract 
with them.” Instead of dealing with the co-ops that had made you 
a legitimate offer under the law though you had at that time no pend- 
ing contract dealing with the power company and the co-ops had re- 
fused to deal with the company, you put that provision in in order to 
force the Georgia co-ops to do business with the Georgia Power Co. 

Mr. Aanpanu. No; you have misstated that. That provision was 
put in to make it a point of discussion at the conferences that were to 
come up, at the urging of the Georgia Power Co.; they taking the 
position that if a cooperative wanted to build its own steam generation 
and wanted to get into the power business to that extent, that was their 
business. 

But the Georgia Power Co. would then not be a wheeling agent to 
take Federal power out to them. I do not want to put myself in a 
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position at this moment of arguing either one way or the other on 
the merits of the proposal because, as I indicated yesterday, I must 
keep in the clear for the purposes of our conferences. The only thin 
that I am trying to do is to indicate to you the conditions under heen | 
that got in the preliminary draft. 

Mr. Dawson. May I ask you a question that involves a philosophy 
of government, since you don’t want to answer that? 

Do you regard the setting up of co-ops, as it has been done in the 
past, as the Government entering into business in competition with 
business ? 

Mr. Aanpant. The cooperative movement is a private enterprise 
movement. 

Mr. Dawson. That’s right. 

Mr. Aanpan. I have been very much interested in the cooperative 
movement. I am a member of a rural electric cooperative in North 
Dakota. 

T was on the committee that helped organize the extension of a trans- 
mission line out into 6 or 7 townships, including the township where I 
live, and I have recognized all the time that a cooperative movement 
is a part of the private enterprise system. 

Mr. Dawson. All right. This statement comes from a newspaper 
account of a speech made yesterday. Mr. McKay, who is the head of 
the Department, said: 

The administration has gotten rid of forty-odd billion dollars worth of odds 
and ends in which the Government was competing with business, and listed among 
them, among others, the power transmission lines in South Carolina. 

Do you agree with that ? 

Mr. Aanpanw. I would like to see what the Secretary said, rather 
than the newspaper clipping on it. 

Mr. Dawson. But the public can only go by the newspaper clip- 
pings. The Secretary says these things in order that the press might 
get it and carry it to the people. Do you know of any other way that 
the people become apprised of what was in the mind of the Secretary ? 

Mr. Aanpann. But when I comment on the Secretary’s speech, I 
want to see the draft of his speech that he used, and not the newspaper 
comments. 

Mr. Horrman. Will the gentleman yield? 

Mr. Dawson. Certainly I will yield to my distinguished friend. 

Mr. Horrman. If you want to take all of what the newspapers said, 
I read one called to my attention this morning which edd these were 
nothing but political hearings to make campaign propaganda for 1956. 
You and I don’t believe that, do we? 

Mr. Dawson. That is a question for the people to decide. If we 
bring out the truth, whether or not it will ee political dynamite or 
fo benefit will be determined by what we bring out, but what we 
ring out is the action of the administration, which is the people’s 
business. 

Mr. Horrman. That’s right. 

Mr. Dawson. And here they haven’t followed the law, which clearly 
tells them to do business with the co-ops. They would not do business 
with the co-ops. 

Mr. Horrman. But, Mr. Dawson, you and I don’t believe this is po- 
litical propaganda, do we? 
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Mr. Dawson. No, but facts are political. People are entitled to 
know what is being done in their country by the Government that is 
in charge of the country. 

Mr. Horrman. I think you are right. 

Mr. Dawson. And the people will act accordingly at the polls. 
That is why we have this form of Government. That is why we have a 
Congress to hold these hearings and tell the people what is going on, or 
else they would not know. I won’t use “blac kjack” any more. I will 
use “sandbag” from now on. 

Mr. Horrman. Even though the committee’s activities are repre- 
sented by the president of the co-ops, Mr. Vance Austin, we don’t think 
it is propaganda; do we? 

Mr. Dawson. Is Mr. Ancher Nelsen here? Is he employed by the 
co-ops? 

Mr. Horrman. Yes: only he is on leave now temporarily helping out 
the committee. 

Mr. Dawson. Iam reading from your statement : 

Ancher Nelsen, REA Administrator, was largely responsible for the recon- 
sideration. 

Now, a little while ago you said that the REA is responsible for the 
building of power lines—I believe you said transmission lines. Now, 
Mr. Ancher Nelsen from the REA is in collaboration with you now 
on the subject matter between the co-ops of Georgia and the Georgia 
Power Co.: is that right ? 

Mr. Aanpan. That is correct. 

Mr. Dawson. Has he yet suggested to the co-ops that he would 
assist them in building these transmission lines since it is in his power 
to recommend it ? 

Mr. Aanpanw. I think you will have to ask him that question. 

Mr. Dawson. No; he has been doing business with you on this very 
thing. Iwill ask you if he ever suggested it to you. 

Mr. Aanpant. You will have to ask him what he has suggested. 

Mr. Dawson. No; I will ask you if he ever suggested it to you? 
You quote him here as coming into the picture, and you say he was 
largely responsible for this reconsideration by the power company 
that they wouldn’t do business. 

Now, did he ever suggest to you that we build the power lines, 
transmission lines for the Geor gia co-ops, just like they have done in 
other pl: wes ¢ 

Mr. AanpauL. Your question is going too far when you say, “just 
as they have done in other places.” 

All of the distribution systems that belong to the member co-ops 
have been built in Georgia by REA funds and REA loans. 

Now, you come to the question of the transmission lines of a super- 
cooperative, and you are asking me if Ancher Nelsen ever suggested 
to me that that be done. 

Ancher Nelsen has referred to the possibility of that being done, but 
that his department would have to check very carefully on the eco- 
nomic feasibility of an investment of that kind. 

Mr. Dawson. During these 2 years that you have been dealing with 
this question of trying to work out this ‘thing, did the co-ops ever 
make an application to be financed, as far as generation plants and 
transmission lines are concerned ? 
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Mr. Aanpaut. I believe there was an application that was in there 
a good many years ago. I don’t think that the application has been 
revived recently, but it is my understanding that there is an applica- 
tion in the REA office. 

Mr. Dawson. What do you mean by a good many years ago? 

Mr. Aanpauw. Oh, prior to the time that we came into office. 

Mr. Dawson. Were the Georgia co-ops in existence then ? 

Mr. Aanpauu. Yes. 

Mr. Dawson. You made no effort to revive it? Did you consider 
it as one of the possibilites of solving this problem and getting the 
power to the people? 

Mr. Aanpau_. If it were to be revived, it would be revived by their 
application. 

Mr. Dawson. Will you ask Mr. Nelsen to appear before this com- 
mittee as a witness ? 

Mr. Cuuporr. I don’t know whether he is here, but he is due to be 
a witness, Mr. Dawson. 

Mr. Fascetz. Mr. Chairman, may I inquire? 

Mr. Cuuporr. Mr. Fascell. 

Mr. Fascett. Mr. Aandahl, in discussing the provision in the At- 
torney General’s opinion which stated that you would be required to 
sell to the co-ops as preference customers if an application was made 
to buy at the project site and give them a reasonable time within 
which to make provisions to take that power, it was your interpreta- 
tion of the opinion, as I understood your testimony, that the manda- 
tory provision there did not exclude you from taking some other action 
to solve this problem, and I understand by that that you meant that 
you then went ahead and negotiated on the modified wheeling contract. 

Mr. Aanpaut. That’s correct. 

Mr. Fascetx. I further understood your testimony yesterday that 
such an arrangement—that is, direct sale to the co-ops giving them 
a reasonable time—is the type of contract that you personally dislike 
very, very much. 

Mr. Aanpauu. That is correct. 

Mr. Fasceii. And that while you assumed such a contract, I believe 
in the Nevada project 

Mr. AAnpDAHL. We have extended it. 

Mr. Fascetit. You said you assumed it when you took office. 

Mr. Aanpant. That’s right. 

Mr. Fasceiti. And you extended it very reluctantly from time to 
time; is that a true statement of your testimony ? 

Mr. Aanpauv. That is correct. 

Mr. Fasceii. And you disliked doing it although you have done it. 
I am just wondering about this question. The Attorney General's 
opinion came out last year some time; did it? 

Mr. AanpDAHL. No; it came out on July 15, 1955. 

Mr. Fascevi. And this wheeling arrangement transaction and the 
change of mind on the part of the Georgia Power Co. that they would 
wheel, occurred at or about somewhere in that neighborhood, July 15, 
1955 % 

Mr. Aanpanw. It was right after that. I first made the suggestion 
to Mr. Branch on August 2. 

Mr. Fasceix. So you are using your interpretation of the Attorney 
General’s opinion to allow the Department to take some other course 
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of action, any course of action other than sell to the co-ops at the 
project t and allow them a reasonable time within which to take the 
power. ) 

Mr. AANpDAHL. If the wheeling arrangement can be completed, then 
there will be no time required. It can be accomplished immediately. 

Mr. Fasceti. Right, I understand that, but what I am getting at is, 
suppose the wheeling arrangement is not completed, then what? 

Mr. Aanpant. I am not sure what we will do under those cireum- 
stances. 

Mr. Fasceti. That is what I want to find out. Is there some other 
way by which you can circumvent the Attorney General’s opinion? 
I asked you this question yesterday and never got a direct answer. 

Mr. Aanpau. I wouldn't want to attempt ‘to state what further 
steps might be taken if the negotiation of the wheeling contract is 
not completed. 

Mr. Fascett. Mr. Aandahl, this is very important because it goes 
to the crux of the entire matter. 

If the wheeling arrangements fail, do I understand your testimony 
to be that you will refuse to comply with the Attorney General's 
opinion and immediately accept the offer of the co-ops, which is still 
with your Department ? 

Mr. AAnpAuL. We have made no decision on what our next step will 
be, and I would make no attempt to forecast it at this time. 

Mr. Fasceti. Do you feel that you are bound by the Attorney 
General’s opinion ? 

Mr. Aanpanut. We are bound by the Attorney General’s opinion 
not to sign the proposed tricontract under the circumstances here 
presented. 

Mr. Fascein. I assume that you feel you are not bound by the pro- 
vision which requires you to accept the offer of the co-op to buy at the 
project and give them a reasonable time within which to take the 
power? 

Mr. Aannauu. I do not feel that there is any command there for 
immediate action. 

Mr. Cuvporr. Will you vield at that point ? 

Are you telling us, Mr. Aandahl, that this Attorney General’s opin- 
ion binds you only as far as the particular tricontract is concerned, and 
that you are going to ignore everything else the Attorney Gener: : 
said about the Flood Control Act of 1944, more particu: irly section 4 

Mr. Aanpar. No, I do not indicate that we are going to ignore 
anything that the Attorney General has said. We are going to con- 
sider every item that he has said. 

But the only conclusion that we have at the moment is that we 
cannot sign the tricontract under the circumstances presented to the 
Attorney General. 

Mr. Cruporr. Well, that contract was shelved 2 years ago. You 
told us you shelved it much before the Attorney General’s opinion 
came out; isn’t that right / 

Mr. Aanpanu. That is correct. 

Mr. Cuuporr. I yield back to Mr. Fascell. 

Mr. Fasceri. You are not in the position, or you don’t desire to 
state at this time, whether or not if the wheeling arrangements now 
being negotiated with the Georgia Power Co. fail, that your Depart- 
ment would then enter into a contract with the co- ops pursuant to the 





1270 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


terms and conditions as laid down in the Attorney General’s opinion, 
or whether you would then take some other course of action? 

Mr. Aanpanv. I am not prepared to say what our next course of 
action will be. 

Mr. Fasceti. Do you think it would be good business to be prepared 
to take some other course of action in the event that the present nego- 
tiations fail? 

Mr. Aanpant. I think it is very well for the Interior Department to 
be in a position where it has not indicated what the next course of 
action might be. 

We are in a process of contract negotiation, and we must be in a 
bargaining position all the way through, and if we start saying what 
we will do if you don’t do this, we begin to lose that bargaining posi- 
tion, or else we are waving a blackjack, which I do not intend to do. 

Mr. Fascet. Well, of course, as a matter of fact, if you stated that 
if the wheeling negotiations fail you would then sign a contract with 
the co-ops direct, negotiations might then very well fail, might they 
not, because the co-ops wouldn’t sign anything / 

Mr. Aanpanu. I am making no statement of what we will do. 

Mr. Fascetyi. Let’s approach it on another basis, then, Mr. Aandahl. 
This thing started July 15, 1955, or around that time, when the Attor- 
ney General’s opinion was issued and when the Geor gia Power Co, 
decided finally that they would wheel. 

Now, you have been negotiating. What is a reasonable time within 
which to actually negotiate and execute a contract of this kind? 

Mr. Aanpant. I would think with the progress that has been made 
up to the present time that we should just about know where we are 
going by the first of the year. 

Mr. Cuuporr. Mr. Fascell, will you yield at that point? I just 
want to get this in. I want to ask Mr. Aandahl this question. | _ 

Up to this point this was not a public Attorney General’s opinion, 
and the co-ops did not know about it and never saw it. In view of 
the fact that it has been brought out in these hearings, and the co-ops 
were then asked to see the Attor ney General’s opinion, now do you 
honestly think, Mr. Aandahl, if the co-ops read the Attorney General’s 
opinion they would ever sign anything? 

Mr. Aanpant. T will not pass any judgment on that at this time. 

Mr. Cuuporr. If you were counsel for a co-op and you read the 
Attorney General’s opinion, would you advise the co-ops to sign a 
contract where they have the right to get the power ? 

Mr. Aanpan. That is just another method of attempting to get 
my opinion on the same question, and I have no answer to make to 
that. 

Mr. Cuvuporr. You don’t want to answer that question ? 

Mr. Aanpaut. No, I do not. 

Mr. Cuvuporr. I yield back to Mr. Fascell. 

Mr. Fascetn. Mr. Aandahl, as I understand your thinking at this 
point, you have excluded every possibility except that of actually 
executing a wheeling arrangement at this time. 

Mr. Aanpaut. That is the arrangement on which we are working 
at the present time. 

Mr. Fasceti. And since you dislike this reasonable time contract. 
every effort and energy will be directed toward getting a satisfactory 
wheeling contract with the Georgia Power Co. ? 
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Mr. AANDAHL. Our efforts at the present time are to get a satis- 
factory wheeling contract. 

Mr. Fascetu. I assume that is your desire, zeal to get this thing 
done before the door is closed forever, which would force you to enter 
into this other type of contract, there will not be too many concessions 
made to obtain the wheeling contract ? 

Mr. Aanpaut. I will make no comment on that until after we have 
had our hearings and have proceeded in the negotiations. 

Mr. Fascetn. What I am trying to get at is this, Mr. Aandahl. | 
respect your position, and while I might not agree with your judg- 
ment with respect to one type of contract as against another, I think 
that we are all entitled to know just how far you would go in your 
desire and zeal to obtain the type of contract you want, whether or 
not it might be an unreasonable approach. 

Mr. AANDAHL. We will be reasonable in what we do. 

Mr. Fascetu. In other words, I might be perfectly happy to accept 
your statement based on the testimony and the observation that I have 
had with you as a reasonable man, and I would then draw the con- 
clusion perhaps that if you were dealing with the Georgia Power Co., 
despite the fact that you feel this is the only way to do it, that you 
would not go overboard in any concessions in negotiating this con- 
tract with the power company, although you are not in a bargaining 
position. 

But I would not perhaps have the same feeling if somebody else 
were negotiating with the Georgia Power Co. And so I am very 
happy to hear your testimony that you would be reasonable in every 

respect in getting this wheeling contract, because I have every reason 
to believe at this point that the contract will be entered into, just as 
you do, based on the testimony that this committee has received in the 
past 2 days, and your feelings on the matter. That is all, Mr. Chair- 
man. 

Mr. Crruporr. Mr. Lanigan ? 

Mr. Lantean, Now, on July 15 you had before you a contract of 
the co-ops to buy 100 percent of the power at the dam and you had 
shelved it, from the Georgia Power Co. whereby they would buy the 
power. 

You had the opinion of the Attoyney General stating that when 

you had two such offers before you, you had to take the preference 
customer. And after that you went out and you attempted and 
succeeded in getting the Georgia Power Co. to tentatively agree to a 
modified wheeling “contract. in which one-third of the capacity of 
the dam, or 40,000 kilowatts, is sold to Georgia Power Co. 

When the Attorney General says that you have to sell to the pre- 
ferred applicant if he applies, how can you justify going out and 
suggesting a modified wheeling agreement with 40,000 kilowatts going 
to the power company and not informing anyone of the existence of 
this opinion? 

Mr. Aanpann. The 40,000 kilowatts that would be sold to the 
Georgia Power Co. would be part of the compensation that they 
would get for the services that they perform in the wheeling and 
firming, and that proportional amount of capacity for that purpose 
is entirely i in harmony with similar contracts that we have extensively 
used over the Interior power-marketing area. 
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Mr. Lantean. Isn’t that a fact, that the Attorney General said if 
you had competing offers you had to sell to the preference customer ; 
and, instead of telling the preference customer about that, you then 
came out with the suggestion that the Georgia Power Co. get 40,000 
kilowatts or one-third of it as compensation, but you never told the 
preference customer that it had been ruled that he was entitled to 
purchase the power if he applied ? 

Mr. Aanpaut, As I understand the purport of the opinion, it is 
crystallized in the last paragraph that advises the Secretary that under 
the circumstances presented he cannot sign the tricontract. 

Mr. Laniean. So you disregard this statement that Mr. Chudoff 
read as to the competing offers and the criteria that this opinion is 
based upon ¢ 

Mr. Aanpaunt. It is part of the composite reasoning that goes into 
the final opinion. 

Mr. Lanigan. Now you had a meeting with the co-ops you said, 
on September 22 and September 20 of this year, at which you dis- 
cussed some phases of the modified wheeling agreement, although 
you didn’t have it in shape yet to present in draft form to them. 

At that time did the cooperatives make any objections to the pro- 
posals as they understood them, to you? 

Mr. Aanpanu. Yes, there were a number of questions raised. One 
of the important questions was the question of the security that they 
would have in the price that they would pay for the deficiency energy, 
and we discussed that at considerable length. 

Mr. Lanigan. Did they raise any question regarding the trans- 
mission-distance limitation ? 

Mr. AanpAuL. Yes they expressed the opinion that the 150-mile 
limitation would be difficult for them to live with. 

Mr. Lanican. Did they express any opinion on the ratio of benefits 
that the power company would receive under the new proposal and 
under the tricontract ? 

Mr. Aanpai. That has been a constant point of discussion in all 
negotiations. 

Mr, Laniean. Did they express any opinion on the limitation on 
their generating capacity, on their own generating capacity ? 

Mr. Aanpant. I don’t think that that was an item of discussion 
at that. time. 

Mr. Lanican. They didn’t know about that ? 

Mr. Aanpaut. I think that is correct. 

Mr. Lanican. Did they discuss the 10-percent line-loss factor ? 

Mr. Aanpantu. Yes; that was discussed. 

Mr. Laniean. They thought that might be excessive; is that correct ? 

Mr. Aanpauu. That is correct. 

Mr. Laniean. Did they discuss the fact that the price of supple- 
mental power would be raised to them under the proposal as compared 
with the tricontract ? 

Mr. Aanpant. Yes; they did. 

Mr. Lanican. Did they discuss the fact that the transmission charge 
would be increased from 100 percent to almost 175 percent? 

Mr. Aanpant. I am not familiar with the percentage figures that 
you are using, but there was discussion of the difference between the 
six-tenths of a mill for wheeling and the 1 mill and the 134 mills. 
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Mr. Lantcan. And did they discuss the load factor at which their 
power would be deliver ed to them? 

Mr. Aanpanu. Yes; there was some reference made to that. 

Mr. Lani: ,n. And they felt that they might not be satisfied with 
that provision in the proposal ? 

Mr. AanpDAHL. That’s correct. 

Mr. Laniean. So, as a matter of fact, the cooperatives have already 

raised a considerable number of objections to this modified wheeling 
agreement / 

“Mr. Aanpan. That is correct. 

Mr. Lanican. Were any of these objections taken into account and 
any changes made in the draft between the time of your discussions 
on September 20 and 22 and the time the draft was mimeographed 
on September 28 ? 

Mr. AannauL. Nochanges were made. 

Mr. Laniean. That is all. 

Mr. Cuuporr. Mr. Hoffman, I believe you had a question. 

Mr. Horrman. Oh, yes. In view of the fact that there are five 
members of the majority party here today, including our distinguished 
majority leader—I am very happy to see him here—and the ch: air- 
man of our committee, and I think 5 members of the staff and only 2 
members of the minority party, I had felt as though maybe we Re- 
publicans were not giving the Department adequate support, but, in 
view of your testimony, I “have no apprehensions, after the clear state- 
ment that you have made, as to these charges. 

But now a little while ago, earlier today, your attention was called, 
or it was suggested by some of the majority members, that you read 
the testimony, and take some of those complaints that were made in 
previous hearings and come up with an answer. 

I assume that you have not had time to read all of that testimony, 
but that you may get some idea of it, I call your attention to the direct 
testimony of one witness and sort of an indirect support, not too 
indirect, of another to that theory. 

Now, this witness testified—and the staff attitude seems to go along 
with that philosophy—this witness testified in answer to my questions 
that if there was a farmer anywhere in the country who wanted elec- 
tricity it was the duty of the Department and the Government to give 
it to him. 

Now, to my mind, that becomes pertinent, in view of these other 
questions which they have asked you with reference to this Georgia 
situation. Was the Georgia co- op in any position when they bid on 
that power, or asked to purchase it, to use it ? 

Mr. Aanpauy. They would have had to have made arrange- 
ments——— 

Mr. Horrman. They what? 

Mr. AanpAnu. They would have had to make arrangements to have 
it transmitted to their customers. 

Mr. Horrman. They either had to have a wheeling contract with 
the private power company or they had to have a transmission line; 
did they not? 

Mr. Aanpant. That is correct. 

Mr. Horrman. And distributing facilities? 

Mr. Aanpant. They have the distributing facilities. 
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Mr. Horrman. They have distributing facilities but they didn’t 
have a transmission line? 

Mr. Aanpanu, That is correct. 

Mr. Horrman. Now, I have heard some statements here in refer- 
ence to this section 5 of the Flood Control Act. What they are trying 
to get at, as I get it, is that it is your duty or the Department’s duty to 
build a transmission line, because this thing reads this way : 


The Secretary of the Interior is authorized, from funds to be appropriated— 


and we will assume they were appropriated, I will assume they were; 
they weren’t appropriated, but just assume they were appropriated— 
to be appropriated by the Congress to construct or acquire by purchase or other 
agreement only such transmission lines and related facilities as may be neces- 
sary in order to make the power and energy generated at such projects avail- 
able in wholesale quantities for sale on fair and reasonable terms and conditions 
to facilities— 

I will say to co-ops, that is what it amounts to because they are down 
there later. I am just talking about the co-ops because they com- 
plain they didn’t get it to the co-ops. 

Mr. Dawson. And cities also, municipalities. 

Mr. Horrman. Oh, yes, but we are just talking about co-ops, be- 
cause this is a co-op down in Georgia. I am trying to get a specific 
case. 

Mr. Dawson. Oh, I see. 

Mr. Horrman. Now, this witness out West testified, as I say, that 
every farmer, no matter where he was, was entitled under the law to 
power. I think in one case it was for heating the home, whatever 
power he might want, including power to pump water for irrigation, 
and that it was the duty of the Federal Government to furnish that. 

Now, if you subscribe to that theory, it would be your duty, would 
it not, to build a transmission line to my farm, even though it was 
in the middle of the desert ? 

Mr. Aanpanut. Of course, we can’t subscribe to the theory as it 
was stated. These Federal projects generate a certain amount of 
hydroelectric power. It becomes our duty to market that power. 
We establish a marketing area for the power. 

Mr. HorrmMan. But that is not the theory at all. 

Mr. Aanpanu. That marketing area 

Mr. Horrman. You don’t have to have any marketing area. 

Mr. Aanpanw. Of course, we are not expected under the Flood Con- 
trol Act or any other laws of Congress to supply power to people 
everywhere in the country. 

Mr. Horrman. Well, now. look, this witness also said that the 
Government was under an obligation to furnish him with water, with 
transportation. 

Now, even though this does say “authorized,” do you think that that 
“authorized” also includes “directed to”? Do you think you have 
to, under that Flood Control Act, go ahead and do those things, I 
mean furnish a transmission line? 

Mr. Aanpau.. Not to everybody. There are circumstances under 
which we would be expected to build a transmission line, but it would 
have to be within reasonable distance of the project, and it would have 
to have a load of power going over it, so that it would be economically 
feasible to construct it, and it would have to have the type of power 
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that would be usable and satisfactory to the customer. Those limi- 
tations just mean that you cannot perform these services for indi- 
viduals all over the United States with the Federal Government only 
producing 13 percent of the electric power in the United States. 

Mr. HorrmMan. You are arguing, are you not, that under this sec- 
tion 5 and under the opinion of the Attorney General, all you are 
required to do is to use an ordinary degree of commonsense and busi- 
ness experience, and only do these things where they would be justi- 
tied by the returns ¢ 

Mr. Aanpanw. That is correct. It must be handled in a business- 
like manner. 

Mr. Horrman. One of Mr. Dawson’s constituents came over into my 
district in my home county, where we have what they call cutoff lands, 
pine grub lands, and he located out there in the country and he in- 
sisted that he was entitled not only to rural mail delivery—the Gov- 
ernment has taken over the land since—but no electric power and no 
water. 

Mr. Aanpanu. We have no Federal power at all in your State, as 
you know, Mr. Congressman. 

Mr. Horrman. No Federal power? You have co-ops / 

Mr. AANDAHL. Yes, but we have no Federal 

Mr. Horrman. I get electricity from co-ops, two of them. 

Mr. Aanpani. Oh, ves, but that isn’t Federal power. 

Mr. Dawson. Will the gentleman yield / 

Mr. Horrman. As to why he came from Chicago? He wanted to 
get out where it was peaceful and quiet. And then he kicked because 
they didn’t have theaters out there. 

Mr. Dawson. He expected the same thing in your congressional 
district that he got in mine. 

Mr. Horrman. Yes, that’s right. He expected out there in the 
country, don’t you see, in that cutoff land, that he would have all the 
city facilities, but he didn’t want the noise and the disturbance and 
the lawlessness that you have in Chicago, don’t you see. He came out 
where it was nice and quiet and peaceful. 

Mr. Dawson. He can come back to me if he can’t get them. 

Mr. Horrman. He is there yet. My point is that while this par- 
ticular situation here uses the word “authorized,” it doesn’t carry this 
provision, “hereby authorized and directed to.” So you are under 
no obligation to build a transmission line where it is not feasible: are 
you! 

Mr. Aanpant. No. 

Mr. Dawson. But it wouldn't be his duty to determine whether it 
was feasible, would it? It would be the REA’s duty he says. 

Mr. Horrman. All right, but you are charged with a lack of 

Mr. Dawson. I am charging him with, what is that word I said I 
would use ? 

Mr. Horrman. Misfeasance. 

Mr. Dawson. Sandbagging, trying to turn over this power from a 
publicly owned plant to the power company of Georgia, the Georgia 
Power Co., a subsidiary of the Southern Co. that figured so promi- 
nently in the Dixon- Yates contract that was canceled. 

Mr. Horrman. Oh, this is nonpolitical, I can understand now. 
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Mr. Dawson. If that was a political question, they made it so, and 
the people ought to know about it. The people ought to know what 
their Government is doing with the Government’s business. 

Mr. Horrman. And Ike fixed it all right very quick; did he not? 

Mr. Dawson. Yes, he fixed it quickly. He canceled the contract. 

Mr. Horrman. You have lost that as a campaign issue. I can 
understand that. 

Mr. Dawson. No,no. The people will never forget. 

Mr. Horrman. Brother Dawson, what you are doing is criticizing 
this gentleman because the REA did not build a transmission line. 

Mr. Dawson. No, I am not criticizing that gentleman. That gentle- 
man has a philosophy of government which is shown by the statement 
he made when, on the second page of his statement he says this: 


Nowhere in the United States, except in the TVA area, is there federally 
produced commercial steam— 


and then he goes on down here to state in the last paragraph— 


It is interesting to note that the two regions of lowest reserve now are the TVA 
area, where there is a Federal socialistic monopoly * * *. 

Just because the people get their power at a reduced rate you talk 
about a monopoly ¢ 

As far as I can see the Georgia Power Co. and the Southern Co., if 
there ever was a monopoly, those are monopolies. But this TVA is 
socialistic to you. In other words, you are only interested in big 
business. 

Mr. Aanpaut. That is entirely correct, Mr. Congressman, TVA is 
socialistic. 

Mr. Horraan. What makes you say that? How do you know what 
he is interested in? 

Mr. Dawson. Because his very statement, his philosophy of govern- 
ment, he can’t get away from it, is contained in that par agraph. 

Mr. Horrman. The TVA is socialistic. Sure it is. 

Mr. Dawson. A socialistic monopoly? The TVA is not socialistic. 
The TVA was created for a certain purpose. 

The TVA brought bigger benefits to the people of the United States 
than any other one project of its kind anywhere in the world. It is 
a pattern of government for the world that other nations are now 
copying. 

Mr. Aanpanu. In other words, socialism is a pattern for govern- 
ment. 

Mr. Dawson. That is his philosophy of government. The Con- 
gress must be socialistic because the Congress authorized it. It could 
noi exist if the Congress did not authorize it. 

Mr. Horrman. Authorized it in the irrigation and flood-control bill. 

Mr. Dawson. You and I are now Socialists. 

Mr. Cuvporr. I think many private corporations benefited by TVA 

Mr. Dawson. Why certainly. But it is socialistic according to 
the gentleman who is heading up that division which must deal with 
the power projects of this Government, including their tie-in to REA. 

Mr. Horrman. And now you want a monopoly of all office holding 
for your party. 

Mr. Dawson. The people will determine that, come 1956. That is 
the question for the people, not for you and me. But what they do 
in office is our question and our problem. 
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Mr. Cuuporr. Are you finished, Mr. Hoffman ? 

Mr. HorrMan. Yes. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. Mr. Aandahl, you were asked a question a little while 
ago about your efforts to negotiate a satisfactory wheeling contract. 
I think it was by the gentleman from Florida. There isn’t any doubt 
about the fact that that has been your effort and your objective, isn’t 
that true? 

Mr. AanpauL. That is fully correct. 

Mr. Jonas. And to carry that one step further, that is what you were 
told to do by Congress, is it not ¢ 

Mr. Aanpanu. That is correct. 

Mr. Jonas. Didn’t the committee report from the Appropriations 
Committee, when they denied the request for transmission funds, tell 
you to go out; in effect, to go out and try to negotiate the best possible 
whee ling contract between the co-ops and the private power company ? 

Mr. Aanpauu. That’s correct in this specific instance, and it is 
gene rally correct in our operations throughout the country. 

Mr. Jonas. Asa matter of fact, referring to the comment here about 
why you don’t build transmission lines and the other facilities that are 
required to take the power out to the operating and distributing co-ops, 
you don’t have the money to do that unless Congress gives it to you, 
do you? 

Mr. Aanpau. That's correct. 

Mr. Jonas. Inferences were made here that all you have to do is 
go out and let a contract and build these transmission lines and steam 
plants, and whatever would be necessary to firm up this hydro energy, 
and you can't do a bit of that unless Congress authorizes you to and 
appropriates the money ,can you? 

Mr. AanpauL. That is correct. All of our expenditures must be 
based upon appropriations. 

Mr. Jonas. No money has ever been appropriated by any Congress 
to build transmission lines from Clark Hill, has there, into Georgia 

Mr. AANDAHL. Not into Georgia. 

Mr. Horrman. You haven't the funds yourself personally ? 

Mr. : ANDAHL. Not quite in the amount that I would need there. 

Mr. Jonas. Now, there is one other thing that you did not mention 
when you were commenting on what the Georgia association, the 
Georgia Electric Membe rship C orp. or association—which is it / 

Mr. AANDAHL. C orpor: ation. 

Mr. Jonas. Corporation would have to do in order to take advantage 
of or to use the power, if you sold it to them at the bus bar. Now, 
they not only would have to acquire transmission facilities by building 
them themselves or make a contract with the company that owns the 
facilities that are already available, but they would have to go further 
and make arrangements to firm up that power, would they not? 

Mr. Aanpaut. There would have to os steam generation to firm 
it up. . 

Mr. Jonas. As a matter of fact, if they took all of the hydro energy 
developed at Clark Hill, it would not be feasible for them to use it, 
would it, unless they had firming power from steam? 

Mr. AAnpau. That is correct. 
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Mr. Jonas. That is because of the irregular flow of the water, and 
sometimes we have droughts. 

Mr. Aanpaut. Yes, but even more important than that, the hydro 
plant is planned as a peaking capacity plant, and there is a large 
number of kilowatts, a large number of generators, and there is only 
enough water to produce power through those generators for a 
limited number of hours each month. 

In order to take the full advantage of this peaking capacity, which 
has good economic value, it must be associated with steam to provide 
the deficiency energy. 

Mr. Jonas. Then if the corporation, the Georgia Electric Member- 
ship Corp. that made the offer to buy the power, if you had sold that 
power to them or if the department would make a contract to deliver 
that power to them, they would have to not only transmit it to their 
disributing co-ops, but they would have to acquire firming power from 
some source, either the Georgia Power Co., or build it themselves ? 

Mr. Aanpan. That is correct. 

Mr. Jonas. Was any proposal ever made to you by the Membership 
Corp. indicating how they intended to acquire the firming power that 
would be necessary for them to make proper use of this hydro? 

Mr. Aanpaui. No. In very general terms they had suggested two 
things: They would contract with the Georgia Power Co. or they 
would build transmission lines. But the details were never given 
with any degree of certainty. 

Mr. Jonas. Did they ever indicate that they had an opportunity to 
make such a contract with the Georgia Power Co. / 

Mr. Aanpanw. No; the indication was that it would have to be 
forced. They were thinking and talking in terms of going into court 
and force it. 

Mr. Jonas. One other comment has been made in the course of your 
examination that is contrary to my own idea about the Flood Control 
Act, and [ would like to have your opinion about it. 

It has been stated here, or at least the inference can be drawn from 
some of the questions, that Congress enacted the Flood Control Act 
in order to enable the Government to go into the business of providing 
cheap power for preference customers. Now, I do not understand 
that was the purpose of the Flood Control Act. The sale of power 
is entirely incidental; is it not ? 

Mr. Aanpaut. That is my general understanding. It is very defi- 
nitely true of the water-development projects constructed by the Fed- 
eral Government. 

In later years power has become a more important factor, but to a 
large degree it is incidental and a part of a multipurpose project. 

Mr. Jonas. But the Clark Hill Dam was a flood-control dam. It 
was a multipurpose dam. Congress knew when it was constructed 
that power would be available from it, but isn’t the term used through- 
out the body of law on the subject that the Department of the Interior 
shall sell whatever power it doesn’t use itself in operating the dam, 
and whatever power is surplus ? | 

Mr. Aanpanu. In the case of the projects that are built by the Corps 
of Engineers, and the Clark Hill project is one of those, the law pro- 
vides that the Department of the Army, of which the Corps of Engi- 
neers is a part, will turn any surplus energy over to the Department 
of Interior for sale. 
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Mr. Jonas. That’s right. I think the word “surplus” is used 
throughtout. 

Mr. McCormack. But the Department should have a competitive 
opportunity to make a good sale for the Government. 

Mr. Aanpau. Oh, yes. 

Mr. McCormack. That is a very important question as to where 
the power is sold. 

Mr. Jonas. My only purpose in asking that question was to clear it 
up in my own mind as to whether we embarked upon this program as a 
power program or, if I was not correct in my understanding that the 
veneration and sale of power was an incidental or indirect result of 
the construction of the dam, and not the primary purpose. 

Mr. Aanpauu. I think your opinion that power is incidental is gen- 
erally correct as we view the overall total of the projects. 

Mr. Jonas. That has to be true at Clark Hill because of the very 
nature of the flow of the water, because that dam was designed to make 
peaking power—I mean, that is the only kind of power it has, isn’t it / 

Mr. Aanpaut. It was designed for peaking power. 

Mr. Jonas. For peaking power only. 

Mr. Aanpanu. Insofar as power is generated. 

Mr. Jonas. And peaking power is not worth anything on the market, 
unless you have somebody that has backing up power, I mean other 
facilities to back it up and firm it. 

Mr. Aanvanu. That’s correct. It must be associated with other 
power. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Are there any further questions / 

Mr. Fasceii. I have some questions. 

Mr. Aandahl, there has been an inference here regarding lack of 
funds for transmission lines, and I think it ought to be clarified. 

Did I understand you correctly in your prior testimony that there 
had been no requests made for funds to build transmission lines, since 
power was available at Clark Hill ? 

Mr. Aanpanu. I am not sure just what is the history of those appli- 
cations. I said I had the general understanding that before we came 
into office the co-ops, the Georgia Electric Membership Corp., had 
filed an application with the REA. But you will have to get that 
information more specifically from Ancher Nelsen when he appears 
on the program. 

Mr. Fascetn. Might that not be a correct statement from which to 
draw a direct inference that Congress has turned down requests to 
build transmission lines at this project ? 

Mr. Aanpaut. No, just a moment. In the case of REA, a large 
umount of money is appropriated and made available to the REA 
Administrator, and I believe when he presents his budget to Congress, 
he does not itemize the individual loans that he is going to make. 

He is allowed pretty broad administrative authority in determining 
to whom those loans shall be made, and the way you put the question, I 
don’t think it applies, as far as an REA loan for REA construction 
of those lines. 

The other point in question, though, was whether or not funds had 
been appropriated to the Department of Interior to construct fed- 
erally owned lines which are different than the lines that are built and 
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owned by the cooperatives, and Congress has made no appropriation 
for transmission lines into the State of Georgia. 

-Prior to our coming into office, funds had been requested, and Con- 
gress, upon reflection, had decided that at least at that time they 
wouldn’t make the appropriation. 

Mr. Fascety. That is the exact point. I want to clear up the in- 
ferences that have been made up to now, the question of funds ap- 
propriated to the Department of Interior was turned down by Con- 
gress, which you are talking about, was prior to the time that power 
was available at Clark Hill; is that not true / 

Mr. Aanpanw. I think that’s correct. 

Mr. Fascetz. And that since that time no requests have been made 
by your Department for funds to the Department to construct fed- 
erally owned transmission lines. 

Mr. Aanpauu. However, if Federal transmission lines were to have 
been constructed for the purpose of delivery of that power, the appro- 
priations should have been made before the completion of the project 
and the lines should have been built and ready to take the power away. 

Mr. Fascentt. Nonetheless you haven’t requested any since you have 
been in office. 

Mr. Aanpnanu. That’s correct, and we have been working on the 
basis of getting the existing transmission facilities available. 

Mr. Fascern. I just wanted to clear up the inference that the fault 
lay with the Congress of the United States. 

Now, let’s get back to further discussion on the inference that has 
been raised in the line of questioning that the Appropriations Com- 
mittee has indicated a wheeling contract is the only type of arrange- 
ment to enter into with respect to this Clark Hill power. 

Now, as a matter of fact, there is no language with respect to wheel- 
ing arrangements on Clark Hill at all in the Appropriations Com- 
mittee hearings, is there? The language refers only to the John Kerr 
Dam, is that correct ¢ 

Mr. Leavy. I believe that this last appropriation did refer only to 
Kerr. 

Mr. Fascerz. And in the Kerr language in the House report and 
in the Senate report it says on the report of the dissatisfaction by the 
Department with respect to the use of this power, that they hoped, in 
the case of the House, that some steps would be taken, and in the 
case of the Senate report, that a contract would be entered into. 

‘That refers to the Kerr Dam, and I can’t see how an inference could 
logically be raised that the appropriations committee has indicated 
or issued a mandate, or directed the Department to enter into only 
a wheeling contract. 

Isn't it true also that at that particular time the Appropriations 
Committee did not have the benefit of the Attorney General’s opinion, 
which indicated that the Department might be bound to contract di- 
rectly with the co-ops at the project. 

Mr. Aanpan, But if we contracted directly with the co-ops at the 
project, we wouldn’t need any funds for the construction of the lines. 

Mr. Fascetx. I understand that 

Mr. Cuvuporr. Mr. Fascell, would you yield at that point? I was 
just reading, while you were questioning Mr. Aandahl, more of the 
Attorney General’s opinion. It is quite a lengthy one. It is about 
15 pages long. 
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And to clear up some of the questions that you raised and some that 
Mr. Jones raised, I would like to read one paragraph from this 
hidden opinion, or suppressed opinion, I don’t know what to call it, 
but an opinion that wasn’t given to the public: 

I cannot conceive, in the face of a plan mandate for preference to public bodies 
and cooperatives, and the congressional concern as evidenced in related statutes 
for the protection of their preferential status, that it is possible to say apropos 
of section 5 that the Congress intended a preference purchaser to demonstrate 
its present ability to take and distribute the power in order to avail itself of 
its statutory privilege. It is reasonable to attribute to the Congress in the 
enactment of section 5 the same solicitude for preference coustomers that had 
been recognized on other occasions. Congress knew that public bodies or coopera- 
tives, whom it wished to benefit, would hardly be likely to own or control trans- 
mission lines, reaching out to a power project, and hence it could not have in- 
tended them, in order to contract for the power, to be possessed with the facilities 
in advance. 

Mr. Fasceti. Thank you, Mr. Chairman, for reading that, because 
that is a predicate for my next question, that I w: anted to get into, in 
order to clear up some inferences that have been raised in the line of 
questioning by my colleague from North Carolina with respect to the 
fact that you would have no right to enter into a contract with the 
CO-Ops, because you could not, with any degree of certainty, determine 
whether or not at that time they could ever take the power, because 
they had no transmission lines, no generation, no firming up, and all 
that sort of stuff. 

Now, in view of what has just been read from the Attorney Gen- 
eral’s opinion, isn’t it true that you could enter into a contract pro- 
viding that the co-ops could take the power, give them a reasonable 
time within which to take it, and at the same time, while that contract 
is in effect, you could still be disposing of the power under the present 
conditions, under which you are now disposing of it. 

Mr. Aanpau. It could be disposed as dump power during that 
period. 

Mr. Cuuporr. As a matter of fact, the Attorney General says you 
have to sell it, even if they don’t have transmission lines, according 
to what I read before. 

Mr. Aanpauu. Yes; the final conclusion of the opinion is in the 
last paragraph. 

Mr. Cuvuporr. Well, I think you are making a very narrow inter- 
pretation of the opinion, Mr. Aandahl, because it serves your purpose 
to interpret it narrowly. 

Mr. Fasceit. Mr. Chairman, may I continue? I hate to get into 
that line of questioning on the degree of cert: ainty with which a con- 
tract might be entered, but I feel it is necessary, Mr. Aandahl, to 
explore just what conditions you would personally lay down before 
you entered into such a contract, setting aside the fact and excluding 
from this discussion whether or not you would ever enter into such a 
contract. 

Therefore, on a purely hypothetical basis, I would like to know 
whether or not you would enter into a pure and simple sale contract 
of power on this particular project to the co-ops, giving them a reason- 
able length of time within which to take the power, without any other 
conditions as to transmission lines, firming up, and all that sort of 
thing. 
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Mr. Aanpaut. I feel that any answer that I give to questions based 
upon assumptions of that kind, or similar circumstances put me in 
a position of having committed myself to what we might do in the 
case of the sale of this Clark Hill power, which is the thing that I can- 
not advisedly do at the present time. 

Mr. Fascetn. That might be true, Mr. Aandahl, if you had to act 
as negotiator, as a bargaming agent between the private power com- 
pany and the co-ops. But in that particular type of contract you 
would not be in any bargaining position at all. There is no bar- 
eaining to it. It is Just by direct sale. 

Mr. Aanpant. Yes, but I am in a bargaining position on other 
contracts that are before us at the present time, and any statement 
that. I might make with respect to the course of action that we would 
take, if these contracts are not completed, would prejudice my posi- 
tion in the work that I have before me, and I am going to be very care- 
ful and not make any statement about it. 

Mr. Fascetyn. Well, Mr. Aandahl, let’s put it another way. Will 
vou or will you not follow the principles laid down by the Attorney 
General in his opinion / 

Mr. AanDanu. You are asking that question in the light of 
variety of opinions that exist before this committee at this time as 
to the meaning of the Attorney General’s opinion. I want to be very 
careful in answering your questions. 

We are not going to violate the opinion of the Attorney General, 
but just how much affirmative action is required under that opinion 
is still a subject of considerable question. 

Mr. Fasceiy. In other words, in stating the proposition in the 
negative, [ assume that you are allowing yourself enough latitude 
on the affirmative so that there will be a great deal of questioning 
on interpretation as to who should do what under that opinion, 
particularly vou. 

Mr. AANDAHL. That’s correct. 

Mr. Fasceti. I have no further questions. 

Mr. McCormack. May [ask a question ¢ 

Mr. Cuuporr. Surely, Mr. McCormack. 

Mr. McCormack. Mr. Secretary, you said you didn’t think the 
Government should supply power to everybody in the country. 

Mr. AAnpan, That's right. 

Mr. McCormack. Nobody intends that the Government should. 

Mr. AanpauL. No, but the question that was asked me had that 
inference in it. 

Mr. McCormack. I know, but your statement had the inference that 
some people are trying to do that. 

Mr. Aanpanu. I was only answering the question that was put to 
me. 

Mr. McCormack. You didn’t mean to infer that either the Demo- 
eratic Party or the Republic Party was trying to furnish power, 
public power to everybody in the country ? 

Mr. Aanpanw. I think the question and the statement should stand 
just as they are. 

Mr. McCormack. Well, now, that is rather evasive. I think you, 
having made the statement voluntarily, ought to certainly respond to 
the question and give a clarification of your mind. Do you contend 
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that there are forces in either party or both who feel that the Govern- 
ment should supply power to everybody in the country‘ 

Mr. AAnDAHL. Let’s leave the parties out of it. 

Mr. McCormack. You can’t leave them out. 

Mr. AANDAHL. Then I can enlarge upon the statement and say that 
I know there are people in the U nited States that would like to see all 
electrical power federalized. 

Mr. McCormack. I suppose there are some individuals in the United 
States who would like to see this form of government changed. You 
and I have nothing but contempt for them, and resist them, but you 

can’t leave parties out because the history of our country is connected 
with the two-party system, isn't it ¢ 

Mr. Aanpanu. That’s correct. 

Mr. McCormack. But you didn’t mean that there was any organized 
effort from responsible sources within our country for the Government 
to supply power to everybody in the country, did you? 

Mr. Aanpaut. I think I would prefer to let my answer rest, just as 
it was given to the question. 

Mr. McCormack. I will have to confess publicly that that is rather 
evasive. You have said that the TVA is, in your opinion, socialistic. 

Mr. AAnDAHL. Socialistic in electric power. 

Mr. McCormack. Socialistic—what ? 

Mr. Aanpau_. In electric power. 

Mr. McCormack. What about Boulder Dam ? 

Mr. Aanpanu. I would say that wherever the Government enters 
into a business venture, that it is a socialistic move. My particular 
characterization of the TVA was that it was a Federal socialistic 
monopoly. There is nothing else but Federal generation and Federal 
transmission in the TVA area 

Mr. McCormack. Of course you say it is two things, socialistic and 
monopolistic. 

Mr. Aanpanu. That’s correct. 

Mr. McCormack. You of course recognize that TVA was con- 
structed in accordance with the law and congressional action approved 
by the President ? 

Mr, AAnDAHL. No question about that. We have a number of things 
that are socialistic that we do. 

Mr. McCormack. Those things can be debated. In modern society 
what might be socialistic a hundred years ago might not be today. 
You recognize that fact, don’t you? 

Mr. Aanpan. I think that generally speaking, the area of the 
things that are socialistic stay ‘about the same. We have come to 
accept a few of those socialistic principles in our Government, but 
because we have accepted them doesn’t throw them out of the category 
of socialism. 

Mr. McCormack. I asked about Boulder Dam. You haven't 
answered it yet. Do you consider the development of power by 
Boulder Dam and its sale socialistic ? 

Mr. AaAnpDAHL. Yes: I do. 

Mr. McCormack. Well, that was started in a Republican adminis- 
tration. 

Mr, Aanpaut. Tam not talking about either party. 
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Mr. McCormack. That was started in a Republican administration, 
wasn’t it? 

Mr. AAnpaHL. Yes. 

Mr. McCormack. As an individual I can understand your view, and 
I, in disagreement, respect your views. In America we can disagree 
without being disagreeable, in other words. 

But as an official occ upying a responsible position as you do, with 
the Congress having passed both the legislation which brought about 
both TVA and Boulder Dam, as well as other projects of a multiple- 
purpose nature where power is involved, it is rather difficult for me 
to understand as an official why you should officially make such a 
statement with these projects being established in accordance with 
our law, and having been declared to ‘be constitutional. 

Mr. Aanpanu. May I ask you a question in that connection ? 

Mr. McCormack. Of course you may. 

Mr. Aanpant. Would it be your personal desire to see the TVA 
pattern extended throughout the United States ? 

Mr. McCormack. The TVA pattern, of course, is a pec uliar situa- 
tion. You know that as well as I do, and you know that TVA played 
a very important part during World War II. Without it, our defenses 
might have been seriously impaired. 

There are many aspects of TVA that you are ignoring that are 
involved, whether you like to consider them or not. You frankly 
answer the question that you believe the development of power in 
Boulder Dam is also socialistic, so you ate opposed to any project 
of amultiple nature. 

Mr. Aanpanw. I didn’t say that I was opposed to each item of 
socialism; and may I comment 

Mr. McCormack. You havea qualification now. 

Mr. Aanpant. May I further comment that your answer to my 
question was a highly evasive answer, too. 

Mr. McCormack. No, no. 

Mr. Aanpanw. I asked you if you would like to see the pattern of 
TVA and electric power extended over the entire United States. 

Mr. McCormack. There is no intention of extending it over the 
United States, and you know it. 

Mr. Aanpauw. Then your answer is “No.” 

Mr. McCormack. The answer to that is there is no intention of 
extending it because the circumstances requiring it don’t exist in other 
parts of the country. You will admit that TVA played an important 
part in World War IT, won’t you? 

Mr. AanpAut. Oh, yes. 

Mr. McCormack. And you will admit that if we didn’t have a 
TVA that the conduct of World War IT, to a successful conclusion, 
would have been more difficult. 

Mr. Aanpanw. There may have been other sources of power just 
as effective and just as fast as what we had in TVA 

Mr. McCormack. Where ? 

Mr. Aanpanu. The entire amount of Federal generating capacity 
at the present time is 13 percent of the total. The remaining 87 
percent is constructed by entities other than the Federal Govern- 
ment. 

We have a total reserve of 20 percent in generating capacity at the 
present time. Sources other than the Federal Government have been 
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very responsive in providing the generating capacity that is needed 
for industry throughout the ‘United States, and there are hundreds of 
spots throughout the United States where there has been a great deal 
of industrial development and expansion, both during the war and 
other times, the power for which has been supplied by sources other 
than the Federal Government. 

Mr. McCormack. You have heard of the Manhattan project, 
haven't you / 

Mr. AanpAHL. I am not familiar with it. 

Mr. McCormack. Well, we know it produced the atomic bomb, 
the secret of which was really how to make it. Are you aware of the 
fact that if TVA was not in existence that they probably could not 
have gotten the necessary power to have carried on that vitally 
import: int project ¢ 

Mr. AanpaAuL, Yes, and I am also aware of the fact that they prob- 
ably could have found another source of power. 

Mr. McCormack. Where? At that time? I am talking about at 
that time. Where? 

Mr. Aanpanu. TVA generation was one of the sources of reserve 
power that we had at that time, but if it hadn’t been there, there 
probably would be other sources of reserve power, and nationwide, 
there was a certain amount of reserve power. 

Mr. McCormack. But during the war we had brownouts, power 
shortages repeatedly, didn’t we? 

Mr. AanpaHu. Of course. We had a tremendously stepped up 
use of electrical power during the war period. 

Mr. McCormack. TVA during World War II, if for no other 
reason the contribution it made to the development of the atomic 
bomb, has made an inestimable contribution to the preservation of 
our country. Are you aware of that fact ? 

Mr. AAnpAunt. It so happens that TVA was just coming into pro- 
duction and its power hadn’t found other markets at the time that 
it was necessary for the development of the atomic bomb, and in the 
historical development of that power it was available at an opportune 
time. 

Mr. McCormack. Do you know, Mr. Secretary, that it was a race 
between the United States and Nazi Germany as to which country 
would perfect that bomb first ? 

Mr. AAnpanu. No question about that at all. 

Mr. McCormack. Do you know that if Germany had perfected it 
before we did, that the war could change overnight. 

Mr. Aanpauy. Those points are not in question at all. 

Mr. McCormack. And that the TVA played a vitally important 
part in connection with the ability and the capacity to develop the 
bomb before Germany did ? 

Mr. Aanpaut. It happened to be a source of power that was just 
coming into production at that time, and was conveniently available, 
and of course we are appreciative of the fact that we had that source 
of power. 

Mr. McCormack. That is all. 

Mr. Jonas. We didn’t have TVA in Pittsburgh or Detroit during 
war, did we, and they expanded power facilities quite sharply, made 
contributions to the war effort in those areas, didn’t they ? 
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Mr. McCormack. There were many other sources of contribution 
to the war effort. While we must be appreciative of every one of 
the resources that we had, that doesn’t necessarily justify a system 
of power supply nationwide. 

Mr. Jonas. One other question. Isn’t it true that when the present 
program is completed in the TVA area, there they will be producing 
70 percent of their power requirements from steam, a purely com- 
mercial operation, and the remainder only from multipurpose dams? 

Mr. Aanpauu. I know that sometime ago the steam went over the 
50-percent mark, and just where it will ultimately be, I don’t know. 

Mr. Cuvuporr. If there are no further questions, the committee will 
recess until 2:15, when we will hear from Mr. Douglas Wright of 
the Southwestern Power Administration. 

Mr. Lanican. Mr. Chairman, could we insert in the record at this 
point the Attorney General’s opinion of July 15, and the proposed 
agreement between the Southeastern Power Administration and the 
Georgia Power Co. of September 28 ? 


Mr. Cuvuporr. Without objection, it will be so admitted. 
The documents referred to are as follows :) 


JULY 15, 1955. 
The honorable the SECRETARY OF THE INTERIOR. 
My Dear Mr. SECRETARY: Pursuant to our conference at the White House this 
afternoon, I am enclosing herewith my opinion concerning the proposed contract 
with the Georgia Power Co, for the marketing of electric energy generated at the 
Clark Hill Reservoir project. The Department of Justice will be pleased to 
confer with you at any time concerning the form of contract that is to be ten- 
dered to the preference customers. 
Sincerely, 
HERBERT BROWNELL, Jr., 
ittorney General, 


JULY 15, 1955. 
The honorable the SECRETARY OF THE INTERIOR. 

My Dear Mr. Secretary: I have your letter of February 28, 1955, endorsing the 
request of the Under Secretary for my opinion as to the legality of a contract 
which your Department, through the Southeastern Power Administrator, pro- 
poses to execute with the Georgia Power Co. for the marketing of electric energy 
generated at the Clark Hill Reservoir project. I also have your Department's 
letters of February 14, 15, March 4 and 11, 1955, regarding this matter. 

It appears that your question is whether the proposed contract is authorized 
in view of the provision of section 5 of the Flood Control Act of 1944 (58 Stat. 890, 
16 U. S. C., see. 825s) for preference in the sale of power and energy to public 
bodies and cooperatives. My opinion is confined to this question. I have not 
considered either the wisdom or expediency of the contract as such, which are 
matters solely for your decision. 

Section 5 of the Flood Control Act reads as follows: 

“Electric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the recovery (upon the 
basis of the application of such rate schedules to the capacity of the electric 
facilities of the projects) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. The Secretary of the 
Interior is authorized, from funds to be appropriated by the Congress, to construct 
or acquire, by purchase or other agreement, only such transmission lines and 
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related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies. All moneys received 
from such sales shall be deposited in the Treasury of the United States as miscel- 
laneous receipts.” [Emphasis added.] 

The Clark Hill project is one of those authorized by Congress in the Flood 
Control Act of 1944. (See 58 Stat. 894.) Located on the Savannah River ap- 
proximately 18 miles northwest of Augusta, Ga., it is, as I understand it, a 
multiple-purpose project for flood control, stream regulation, navigation, and 
power. Its power component, which began operations in 1953, has a capacity 
of 280,000 kilowatts. Of this one-half has been allotted to the State of Georgia 
and is the subject of the proposed contract. The Georgia Power Co. is a pri- 
vately owned public utility organized under the laws of Georgia: it is engaged 
in the business of selling electric power to the public and it owns and operates 
generating plants and transmission and distribution systems in Georgia. It 
further appears that there are in the area presently served by the power company 
in Georgia a number of municipalities owning electric distribution systems and 
electric membership corporations, which are public bodies and cooperatives within 
the meaning of the preference provision of section 5 of the Flood Control Act. 

It appears that none of the “preference customers” owns or controls trans- 
mission facilities connected with the Clark Hill project and that the Federal 
Government has no transmission facilities whereby it can transmit Clark Hill 
power to the preference customers. It is stated that the construction of such 
facilities by your Department is dependent upon appropriations by the Congress 
which have thus far been denied. It is also said that the power company is 
presently serving all of the preference customers within its service area through 
its facilities, that such facilities are adequate to transmit power from Clark 
Hill to the preference customers, and that there exists no other medium within 
Georgia having electric facilities adequate to transmit power from Clark Hill 
to the ultimate consumers thereof in Georgia. Finally, you advise me that 
the energy is now being sold to the power company on a temporary basis. 

The proposed contract provides for the sale, at stated rates, of one-half of 
the Clark Hill power to the power company for a period of 15 years subject 
to cancellation by either party upon 3 years’ notice. The power company in 
turn agrees to sell power, at stated rates, to preference customers to be desig- 
nated by the Southeastern Power Administration. I am advised that the addi- 
tional cost to the preference customers will be no more than that due to carrying, 
transforming, and delivering the energy. It is further provided that the Gov- 
ernment may withdraw a specified amount of power during any one year, upon 
6 months’ notice, in the event that either the Government or the preference 
customers shall have constructed transmission faciilties adequate to receive 
power without the utilization of the facilities of the power company and that 
the entire amount may be withdrawn upon 3 years’ notice. The contraet also 
contains a provision, as required by section 5 of the Flood Control Act, that 
the rates to be charged the power company, shall be subject to the approval 
of the Federal Power Commission. I note also that the contract recites that 
the sale of the power to the power company satisfies the provisions of section 
5 in that— ; 

“(a) public bodies and coperatives will obtain all benefits of such available 
power at whatever price and other advantages as may be provided under 
section 5 of the Flood Control Act of 1944: (b) such public bodies and coopera- 
tives may obtain any additional power required by them from the company; 
(c) any power not used by said preference customers will be used to serve 
other customers of the company, thereby providing for the sale of the entire 
available output of the project: and (d) there will be a widespread use of 
such available power by public bodies, cooperatives, and others at the lowest 
possible rates, consistent with sound business principles: * * *.” 

It also appears that if the above contract is executed it is the intention of 
your Department to enter into a contract with the cooperatives whereby the 
Government will agree “that it will cause to be delivered monthly to the coopera- 
tive, in accordance with the terms and. conditions of * * * [the contract] be- 
tween the Government and the [Georgia] Power Co.” a stated amount of electric 
energy. 

I am given to understand that the Georgia Electric Membership Corp., a co- 
operative organized under the Georgia Electric Membership Corporation Act 

Georgia Code, sec. 344-101, et seq.), and the members of which consist of 
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local rural cooperatives, objects to the above arrangement for the disposition 
of the Clark Hill power and has submitted competing proposals which are pend- 
ing before your Department. It proposes to purchase all of the power involved 
“at the bus bar” at rates to be fixed by the Government and approved by the 
Federal Power Commission. One of its proposals contemplates that it would 
enter into an agreement with the Georgia Power Co. for wheeling of the power 
to preference customers, or in the event the power company refused to wheel 
the power, that it would apply to the proper regulatory body for an order requir- 
ing the power company to do so. Under its alternate propesal it would sell 
the power to the power company or exchange it with the company, and in return 
the company would sell power to the member cooperatives. It describes these 
proposals as “firm and continuing offers to purchase all of the power and energy 
assigned to Georgia from the Clark Hill project,” and states that it is willing 
to negotiate with respect to any provisions of the proposals as to which there 
may be disagreement. The cooperative’s letter of February 8, 1955, asserts 
that somewhat similar arrangements have been entered into by the Department 
of the Interior with respect to power generated at other dams. Specific reference 
is made to an agreement of November 17, 1953, between the Southwestern Power 
Administration and the Bravos Electric Power Cooperative, Inc., a Texas rural 
cooperative, for the sale to the cooperative of power generated at the Whitney 
Dam under an arrangement whereby the cooperative resells the power to the 
Texas Power & Light Co. You inform me, however, that in the instant case 
the Georgia Power Co. refuses to enter into any such arrangement. For the 
purpose of this opinion, it is assumed that the Georgia statute is sufficiently 
comprehensive to permit the Georgia Electric Membership Corp. to proceed in 
this manner. 

In your Department’s letter of February 14, 1955, it is said that during the 
past 4 years the Georgia cooperatives “have made no progress toward securing 
any finances, either by borrowing or by Federal appropriation, and are, therefore, 
utterly unable to actually receive * * * [the] power or to pay for it,” and that 
an analysis made by the Rural Electrification Administration of the amount 
of the investment necessary by the Federal Government or the cooperatives to 
enable the latter to receive the power without the intervention of the Georgia 
Power Co. discloses that some $74 million would be required. This, it is stated, 
would increase the cost of the power from 6.23 mills per kilowatt-hour provided 
in the proposed contract with the Georgia Power Co. to 10 mills per kilowatt-hour. 
And in the letter of March 11, 1955, your Department states the following: 

“* * * Georgia Electric Membership Corp. arguments are grounded upon an 
assumption that it is equipped to buy, transmit, and deliver power. Nothing 
could be further from fact. The corporation is largely a paper corporation. 
It does not own or control transmission facilities. It has no contracts to build 
such facilities. It is not financially able to construct transmission facilities 
required. In other words, the corporation does not have the physical means 
to take electric energy nor to deliver that energy to preference customers. If 
the corporation cannot deliver the energy, it cannot receive payment. If it 
cannot receive payment, it cannot pay the Government for the energy. How, 
then, can the Government contract to sell and deliver energy to the corporation? 

“The Georgia Electric Membership Corp.’s current proposals have this ulti- 
mate objective in mind. The ownership and title to federally produced power 
must, from the instant of generation, pass into the corporation’s hands. From 
that point on the corporation will (1) deal with Georgia Power Co. to resell 
the power to it, and the consumer co-ops will then buy firmed up or supplemental 
power from the company; or (2) the GEMC will have to revert to its former 
position that the Government is obligated to transmit and deliver the power to 
the consumer co-ops, which means the Government must construct extensive 
transmission lines. The power company has steadfastly refused to consider 
number (1). The Congress has not appropriated money to accomplish (2).” 

It is also said that the proposed contract “is as favorable to the cooperatives 
as any other arrangement would be” and from the standpoint of the preference 
customer “is the equivalent of the widely accepted wheeling contracts used by 
the Government and which are recognized as being in full accord with ‘preference’ 
laws.” It appears, however, that the cooperative does not agree. It alleges that 
there is a wide disparity in the economic benefits which would accrue to its mem- 
bers should the power company’s proposal be accepted rather than its own. 
Finally, your Solicitor’s memorandum, a copy of which was submitted with your 
Department’s letter of February 14, concludes that under the circumstances here 
present you are authorized, in your discretion, to contract for the sale of the 
power to the Georgia Power Co. 


NC tite, 
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The cooperative, in the memorandum submitted by its counsel to your Depart- 
ment in support of its offer, makes the following argument (p. 28) : 

“It is the position of the GEMC that when it as a nonprofit cooperative mem- 
bership corporation organized under the laws of Georgia composed of 37 rural 
electric cooperative members offers to purchase the power at the dam from the 
Government at the price fixed by the Government, the facts require the applica- 
tion by the Secretary of the preference provision of section 5 of the Flood Control 
Act of 1944. The transmission of the power would be GEMC’s problem and not 
the Government’s: however, it wishes the Secretary to be fully advised. It 
would undertake to work out an agreement with the Georgia Power Co. The 
GEMC does not believe and is not willing to anticipate that in the event its pro- 
posal to purchase the power is accepted the Georgia Power Co., which is a 
public utility exercising substantial rights, privileges, and benefits given to it 
by the public, including the power of eminent domain, will so far disregard its 
corresponding obligations to the public as to refuse to carry the power to the 
preference customers over its transmission facilities for a reasonable compensa- 
tion. In the event that the power company did refuse to wheel the power for 
a reasonable compensation, the GEMC would utilize the statutes adapted to meet 
that situation.” 

The statutes referred to are section 202 of part II of the Federal Power Act 
(49 Stat. 847, 16 U. S. C., sec. 824a), dealing with interconnection of facilities 
of publie utilities engaged in the interstate transmission and sale of electric 
energy (see Federal Power Commission vy. Idaho Power Company, 344 U. 8S. 17), 
and section 98-307 of the Georgia Code of 1933. It is then said that “It is appar- 
ent that the proposal of GEMC contemplates that it must have a reasonable 
time to make arrangements for the transmission of the power if its proposal is 
accepted. What is a reasonable time depends upon all of the circumstances 
of the particular case. * * * The circumstances here are that the GEMC would 
need time to negotiate with the power company, who has the only transmission 
line to the load center, for a transmission agreement or, in the event the power 
company refuses to enter into such an agreement upon reasonable terms, would 
require time to obtain a ruling from the proper regulatory body permitting use 
of such facilities upon the payment of adequate transmission rates” (memo 
29-30). 

Citations are given to the preference requirements of other Federal power 
statutes containing “reasonable time” provisions, such as the Boulder Canyon 
Project Act (48 U.S. C., see. 617d (c)), the Tennessee Valley Authority Act (16 
U. S. C., see. 881k), and the Bonneville Project Act (16 U. S. C., see. 832¢ (d)). 
For example, the last-cited provisions are that in order “to preserve the * * * 
preferential status * * * public bodies and cooperatives” with respect to the 
disposition of electric energy, they shall be afforded “reasonable time and oppor- 
tunity to take any action necessary to authorize the issuance of bonds or to 
arrange other financing necessary to construct or acquire necessary and desirable 
electric distribution facilities * * *.” And it will be noted that the Bonneville 
Project Act further protects the preferential status of public bodies and coopera- 
tives by providing that an application of such an organization is not to be denied, 
or a competing application of a private corporation granted “until after a rea- 
sonable time, to be determined by the Administrator [of the project], has been 
afforded such public body or cooperative” to issue or market securities needed to 
enable it to sell and distribute the electric energy proposed to be purchased 
(16 U. S. C., sec. 882¢ (c)). 

I note that in the memorandum of your Solicitor it is stated with reference to 
the ecooperative’s intention “to secure an order from the Federal Power Commis 
sion or the Public Utility Commission of the State of Georgia, compelling the 
Georgia Power Co. to carry this power” that an examination of the law leaves 
“considerable doubt” as to the jurisdiction of those agencies to enter such an 
order. However, the memorandum does not foreclose the possibility of success- 
ful legal action. Moreover, it is said that, apart from the legal question, it is 
apparent that it would be “a matter of months and possibly of years before such 
an order can be made effective and before any power will be actually transmitted 
by the company to the co-ops.” 

The problem which confronts me is to ascertain the meaning which the Con 
gress intended to give to the provision of section 5 of the Flood Control Act that 
“preference in the sale of * * * power and energy shall be given to public bodies 
and cooperatives.” As one of my predecessors has aptly observed: “In constru 
ing any statute the legislative intent, if it can be ascertained, must control: and 
in arriving at the legislative intent the entire statue. its form, its several parts, its 
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another, must be considered” (39 Op. Atty. Gen, 42, 44). Applying these criteria 
to the case at hand, it is my opinion that section 5 means that when the Secretary 
of the Interior has before him two competing offers to purchase power, one by a 
preference customer and the other by a nonpreference customer, and the former 
does not have at the time the physical means to take and distribute the power, he 
must contract with the preference customer on condition that such customer will, 
within a reasonable time to be fixed by the Secretary, obtain the means for taking 
and delivering the power. 

If within the period fixed the preference customer does not do so, the Secretary 
is then free to contract with the nonpreference customer. Such a contract, how- 
ever, would have to contain, in the situation here involved, adequate provision 
enabling the Secretary to deal with the preference claimant should it subsequently 
obtain the means to take and deliver the power. It is not necessary for me at this 
time to delineate the terms of such a provision. Nor, in the circumstances here 
present, does the Secretary, in my judgment, discharge his statutory duty of 
giving a preference in “the sale’ of power to public bodies and cooperatives by 
disposition to a private company under an arrangement whereby the latter obli- 
gates itself to sell an equivalent amount of power to preference customers to be 
designated by ‘the Secretary (cf. United States v. City and County of San Fran- 
cisco, 310 U. 8. 16). This is what the proposed contract amounts to; it is not a 
wheeling arrangement for transmission of power belonging to another over the 
lines of the Georgia Power Co. 

It is also to be noted, as pointed out above, that the cooperative does not appear 
to share your Department’s view that the contract would be as favorable to prefer- 
ence Claimants as any other arrangement would be. However, even if there was 
no dispute on this score, it could not justify a disregard of the mandatory provi- 
sion of section 5 that preference be accorded public bodies and cooperatives in “the 
sale’ of power. 

I have also considered the statements that during the past 4 years the coopera- 
tives have achieved nothing in the way of obtaining the necessary financial means 
to take and distribute the power and hence that they are unable to receive it or 
pay for it. But it cannot be demonstrated, in my judgment, on the facts before me 
that should your Department accept the offer of the cooperative upon condition 
that it shall have a reasonable time to secure the means for taking and distributing 
the power, it cannot possibly succeed in accomplishing this. 

It could not be contended, of course, that the Secretary of the Interior would 
be free to pursue the course proposed to be taken here had section 5 of the 
Flood Control Act contained “reasonable time” provisions akin to those found 
in the Bonneville Project Act and the other acts cited above. In that case the 
Secretary would be obliged to grant a preference purchaser without existing 
ability to take and distribute the power a reasonable opportunity to obtain the 
necessary means. Since each of these statutes deals with the preferential 
disposition of Federal power, they should be read in pari materia to ascertain 
the intent of Congress. See Vane v. Newcombe, (1382 U. S. 220, 235-236). 

I cannot conceive, in the face of a plain mandate for preference to public 
bodies and cooperatives and the congressional concern, as evidenced in related 
statutes, for protection of their preferential status, that it is possible to say 
apropos of section 5 that the Congress intended a preference purchaser to demon- 
strate its present ability to take and distribute the power in order to avail itself 
of its statutory privilege. It is reasonable to attribute to the Congress that 
enacted section 5 the same solicitude for preference customers that had been 
recognized as necessary on other occasions. Congress knew that public bodies 
or cooperatives whom it wished to benefit would hardly be likely to own or 
control transmission lines reaching out to a power project, and hence it could not 
have intended them, in order to contract for the power, to be possessed with 
those facilities in advance. 

You will note that with respect to the provisions of the Federal Power Act 
authorizing the Federal Power Commission to issue licenses for the construction 
of hydroelectric projects the courts have not attributed to Congress an intention 
to bar the application of a cooperation which has not demonstrated its financial 
responsibility, or that it has firm or enforceable commitments for the sale of the 
power involved or for the financing of the proposed project. State of Iowa vy. 
Federal Power Commission (178 F. 2d 421 (C. A. Sth, 1949) ), certiorari denied, 
339 U. S. 979. To read into the section 5 grant of a preference to public bodies 
and cooperatives the requirement of a presently existing ability to take and dis- 
tribute the power would, in the usual case, constitute its emasculation ; and it is 





purposes, its relation to other statutes, and the effect of construing it one way or 
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well-settled that such a construction of a statute should not be taken where a 
construction is possible which will preserve its vitality and the utility of the 
language in question. Sunshine Coal Co. v. Adkins (310 U. S. 381, 392); Arm 
strong Co. v. Nu-Enamel Corp. (305 U. 8. 315, 333). Nor can it be regarded as of 
moment that section 5 does not expressly contain a “reasonable time” provision. 
That which may be clearly implied in a statute is as effectual as that which is 
expressed. United States v. Sischo (262 U. S. 169); Neslin v. Wells (104 U. S. 
428, 432-433) : Pompton v. Cooper Union (101 U.S. 196, 202). 

Turning to the legislative history of section 5 of the Flood Control Act as an 
aid to ascertainment of the congressional intent, I find that the section had its 
origin in an amendment—in somewhat different form than enacted—proposed by 
the Senate Committee on Commerce to the bill (H. R. 4485, 7Sth Cong., 2d sess.) 
passed by the House. See Senate Report No. 1030, 78th Congress, 2d session. 
Its purpese, according to the committee, was to provide a “general law governing 
the sale and distribution of power generated at projects under the control of 
the War Department.” Id., page 3. The committee further stated as follows 
(ibid.) : 

“In order to attain the greatest benefit to the general public from this hydro- 
electric power, the time has come to place by law the responsibility for disposal 
of such power in an existing Federal agency. In the Bonneville Power Adminis- 
tration Act and the Fort Peck Power Administration Act, Congress has author- 
ized the Secretary of the Interior to dispose of the power generated at the 
Bonneville and Fort Peck projects. More recently, under Executive Order No. 
9366, the Secretary of the Interior has been made responsible for the disposal of 
power from the Denison and Norfork projects. 

“The committee has heard testimony from the Secretary of the Interior and 
from the Director of the Division of Power of the Department of the Interior on 
this subject. The latter official has informed the committee that the provisions 
of amendment No. 6 [sec. 5] contains sufficient authority and latitude for efficient 
administration and will satisfactorily enable the Department of the Interior to 
carry out the intent of the amendment.” 

It will be noted that the committee emphasized that the amendment was de- 
signed ‘“‘to attain the greatest benefit to the general public’ and that specific 
reference was made to the Bonneville Act, which, as has been pointed out above, 
contained “reasonable time” provisions with respect to preference purchasers. 
In order, however, to avoid “setting up a public power trust which would bh 
unduly competitive with established private power utilities,” the committee 
stated that it had inserted a proviso authorizing the Secretary of the Interior to 
construct and acquire only such transmission lines or related facilities “as may be 
necessary in order to make the power and energy * * * available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
whned by the Federal Government, public bodies, cooperatives, and privately 
owned companies.” But in this regard the committee stated that it “recognizes 
the desirability of granting preferences in the sale of such power and energy to 
public bodies and cooperatives when the power is generated at projects financed 
hy the Federal Government” (ibid.). 

lhe committee amendment gave rise to vigorous debate in the Senate, chiefly 

er an amendment sponsored by Senator Bailey that would have requ red the 
power to be sold “at the point of production” (90 C. R. 8315). He explained 
that the purpose of his amendment was to “permit private enterprise to live” 
because “{ilf Mr. Ickes is given authority to build transmission lines, he will 

ld them into the cities and take the cream of the private companies’ business 

mee” (id., 8819). The Bailey amendment was defeated (id., 8869). Senator 

Barkley read into the record a statement by the Secretary of the Interior that 
the amendment constituted ‘ta fundamental reversal of the sound traditional 

licies of the Congress with respect to the sale of Federal power. By restricting 
the construction of transmission facilities, it would place the Government in a 
oor bargaining position in the sale of its power and would permit the private 
utilities in the vicinity of each dam to monopolize, on its own terms, the power 
produced at the Federal project. Rather than giving the cust mary preference 
to public agencies and farmers’ rural electric cooperatives in the disposition of 
public power, the effect of the amendment would be to foreclose these public and 
nonprofit agencies from securing the power” (id., 8815). The Secretary went on 
to say (ibid.): 

“I isposition of power generated at Government projects under public power 
policies, such as sales preference for municipalities and other publie agencies 
and for farm cooperatives, has been a basic tenet of governmental policy since 
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1906 when the Congress first authorized power developments on reclamation 
projects. Subsequently the Congress has reiterated and extended these policies 
in the Tennessee Valley Authority, Bonneville, and Fort Peck Acts and in the 
reclamation laws. I cannot believe that the Congress will want to overthrow 
these sound policies that have been embedded in our laws and have resulted in 
promoting the industrial development of the West and the South and in the pro- 
tection of the consumers in those areas. The policy of the proposed amendment 
would deprive the ultimate consumer of the benetits of low-cost electric energy 
produced at public projects and would permit their monopoly by a few private 
utilities.” 

Senator Downey, speaking against the Bailey amendment, stated that coop- 
eratives were seldom in a position to “build transmission lines from their point 
of consumption to one of these power dams to be erected,” but that “private 
utilities, of course, can build such transmission lines (id., 8823). Senator Taft, 
however, urged that it was not necessary to provide authority for the Secretary 
of the Interior to build transmission lines “because we are backing the coopera- 
tive to such an extent that if a particular cooperative has a good case, if it is a 
reasonably safe proposition, the Government, through the REA, can finance the 
building of a transmission line to that particular cooperative” (id., 8328). 
Senator Bailey then rose to state that he was willing to modify his proposition 
to permit the Government to “run transmission lines to a rural electric associa- 
tion if they have none, and they can borrow the money, or the Government can 
put up the money. I think that takes out * * * the objection on the ground of 
the needs of the rural population” (id., 8331). This, however, did not satisfy 
Senator McClellan because, in his opinion, many cooperatives would not be in a 
position to finance the construction of transmission lines (id., 8332). Senator 
Ellender pointed out that the Bailey amendment would nullify the preference 
provision by permitting the sale of power “to private concerns without first 
offering it to cooperatives and public bodies” (id., 8864) ; Senator Pepper stated 
that “unless provision is made in some way or other for the power to be trans- 
mitted to public bodies and cooperatives it will not get there, except through 
the instrumentality of the private company” (id., 8365). 

Although the Bailey amendment was defeated and the committee amendment 
was passed by the Senate, a significant revision was made in conference. The 
change was with respect to the authority of the Secretary of the Interior to 
construct or acquire transmission lines; it was provided that he could do these 
things only “from funds to be appropriated by the Congress”. (See H. Rept. 
No, 2051, T8th Cong., 2d sess., p. 7 (Statement of the House Managers).) How- 
ever, it was again emphasized that section 5 “establishes a preference in the 
sale of * * * power and energy to public bodies and cooperatives” (ibid.). The 
conference modification of section 5 was agreed to by both Houses (90 C, R. 
9262, 9269, 9277, 9287). Representative Whittington, in presenting the conference 
report to the House, stated that provision had been made for the disposition of 
power “in substantially the same language which now obtains in legislation 
previously passed by the Congress for the disposal of power at Bonneville, at Fort 
Peck, * * * with amendments to the language as agreed to in the conference to 
the Senate amendment”; “* * * there is preference to the public bodies and 
cooperatives in this bill and in this agreement, just as there is in the existing law 
passed by this body on the disposal of power at Bonneville” (id., 9281, 9283). 

I have made this extended reference to the legislative history because it con- 
vinces me of the deep concern that Congress had, in making provision for the 
disposition of Federal power, for the preferential status of public bodies and 
cooperatives. It is clear that it wished generally to continue the policies it had 
theretofore formulated in other power acts. Hence it emphatically rejected, 
after full consideration, an amendment to section 5 which, according to the 
opponents of the amendment, would have to all intents and purposes com- 
pletely devitalized its preference provision, the broad object of which, as Sen- 
ator Ellender observed, precluded the sale of Federal power to private com- 
panies without first offering it to cooperatives and public bodies. 

It is true that, as enacted, the section does not confer upon the Secretary of 
the Interior an untrammeled authority to build or acquire transmission lines 
at the cost of the Government in order to make the power available to these 
organizations ; he can do so only from funds to be appropriated by the Congress— 
and in this case no such funds have been appropriated. Yet it is apparent to 
me that this restriction on the Secretary's authority cannot be taken as evidence 
of an intention to circumscribe the preference provision to a degree that would 
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render it inoperative as a practical matter. It seems to me that this would 
result from an interpretation of section 5 authorizing the Secretary of the 
Interior to reject a purchase offer by a cooperative because it has no presently 
available means for taking and distributing the power. I am certain, in the 
light of all that was said in the debates on the subject of preference for public 
bodies and cooperatives, that such an interpretation flouts the congressional 
purpose. In this regard, I may say that I have examined the statements of the 
individual Senators referred to in your Department’s letter of March 11. (See 
98 Congressional Record 7964, and hearings on H. R. 3790, Interior Department 
Appropriations for 1952, before a subcommittee of the Senate Appropriations 
Committee, 82d Cong., Ist sess., pp. 1088, 1089, 1098.) These statements made 
long after the enactment of section 5 are, of course, of little value in ascertain- 
ing its meaning. Moreover, they do not presuade me. 

My views would appear to be consistent with those expressed by your De- 
partment in its power policy statement of August 1953 (printed at pp. 333-337 
of power policy hearings (1953) before a subcommittee of the Senate Judiciary 
Committee, 88d Cong., 1st sess.), based upon the various statutes in this field, 
including the Flood Control Act of 1944. Those views are stated in the fol- 
lowing terms: 

“The Department of the Interior will operate the federally owned generating 
and transmission facilities under its control for the benefit of the general public, 
and particularly of domestic and rural customers, and the Department will give 
preference and priority to public bodies and cooperatives in disposing of electric 
energy generated at Federal plants. It will be the policy of the Department 
to dispose of power, remaining after provision for existing preference customers, 
to privately owned public utilities serving domestic and rural customers in 
the area.” 

It is also pertinent to note the testimony of Assistant Secretary Aandahl that 
“telyerything in * * * the power policy indicates that we recognize the rights 
of preference customers and that we are leaning over backwards to do that” 
(id., p. 87; and see pp. 73, 79, 89). 

Nor do I regard my position as in conflict with that taken by Acting Attorney 
General Fowler in 1913 in connection with section 5 of the act of April 16, 
1906 (34 Stat. 116), which authorized the Secretary of the Interior “to lease” 
surplus power “giving preference to municipal purposes” (30 Op. Atty. Gen. 197). 
There, it was held that the Secretary was authorized to lease such power to a 
private company; but it does not appear, as here, that the Secretary was faced 
with choosing between conflicting offers by a preference user and a nonpreference 
user, 

For the reasons stated above, it is my opinion that section 5 of the Flood 
Control Act of 1944 does not authorize the Secretary of the Interior, under the 
circumstances here presented, to enter into the proposed contract with the 
Georgia Power Co. The documents submitted for my consideration will be 
returned separately. 

Sincerely, 
HERBERT BROWNELL, JY., 
Attorney General. 


(Preliminary draft September 28, 1955) 


CONTRACT EXECUTED BY THE UNITED STaTes OF AMERICA, DEPARTMENT OF THE 
INTERTOR, ACTING By AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATION 
AND GEORGIA POWER COMPANY 


0.1 THIS CONTRACT, executed this _.___ day of _ _., 19__, by and be- 
tween the United States of America (hereinafter called the Government), acting 
by and through the Southeastern Power Administrator, as the duly designated 
representative of the Secretary of the Interior (hereinafter called the Admin- 
istrator), and Georgia Power Company (hereinafter called the Company), a cor- 
poration organized and existing under the laws of the State of Georgia; 

WINESSETH: That, 

0.2 Whereas Section 5 of the Flood Control Act of 1944, as amended (16 
U.S. C. 1952 ed., sec. 825s) provides as follows: 

“Electric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
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of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers cénsistent with sound business principles, the rates schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the recovery (upon the 
basis of the application of such rate schedules to the capacity of the electric 
faciliites of the projects) of the cost of producing and transmitting such elec- 
tric energy; including the amortization of the capital investment allocated to 
power over a reasonable period of years. Preference in the sale of such power 
and energy shall be given to public bodies and cooperatives. The Secretary of 
the Interior is authorized, from funds to be appropriated by the Congress, to 
construct or acquire, by purchase or other agreement, only such transmission 
lines and related facilities as may be necessary in order to make the power and 
energy generated at said projects available in wholesale quantities for sale on 
fair and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies. All 
moneys received from such sales shall be deposited in the Treasury of the United 


States as miscellaneous receipts.” 


and 
0.3 Whereas the Secretary of the Interior has by Departmental Order No. 


2558, dated March 21, 1950 (15 F. R. 1901), as amended, delegated to the Admin- 
istrator his authority under said Section 5 with respect to projects then or 
thereafter constructed in the States of West Virginia, Virginia, North Carolina, 
South Carolina, Georgia, Florida, Alabama, Mississippi, Tennessee, and Ken- 
tucky; and 

0.4 Whereas the Company is a public utility company engaged in the business 
of selling electric energy to the general public, and owns and operates generating 
plants and transmission and distribution systems in Georgia ; and 

0.5 Whereas the Department of the Army has constructed a reservoir project 
in the Savannah River Basin known as the Clark Hill Project (hereinafter re- 
ferred to as the Project) together with generating facilities whose output in 
excess of the requirements of the Project will be disposed of by the Admin- 
istrator; and 

0.6 Whereas the parties hereto have agreed that the transmission lines of the 
Company will be utilized on the terms and conditions hereinafter set forth for 
transmitting and disposing of power and energy from the Project; and 

0.7 Whereas the parties hereto have agreed to purchase, sell, and exchange 
power on the terms and conditions hereinafter set forth ; 

Now, therefore, the parties hereto mutually covenant and agree as follows: 

Section 1. Project Capacity To Be Made Available. 

1.1 The Government will make available to the Company and the Company 
will accept 120,000 kilowatts of Project capacity (which is estimated to be one- 
half of the dependable capacity of the Project) as follows: 

(a) Capacity of 80,000 kilowatts for the purpose of delivery of power over 
the Company’s system to meet the contract demands of the Government’s prefer- 
ence customers as defined in Section 4. 

(b) Capacity of 40,000 kilowatts for use by the Company for which the Com- 
pany shall pay at the rates specified in subsection 6.2 (e) for dependable capacity. 

1.2 In addition to the dependable capacity made available under subsection 
1.1, one-half of the nondependable capacity of the Project shall be offered to 
the Company when available. If the Company does not desire to purchase such 
capacity at the rates and under the terms upon which it is offered, the Govern- 
ment may sell such capacity elsewhere at the same rate and under the same terms. 

Section 2. Project Energy To Be Made Available. 

2.1 There shall be made available to the Company at the Project each week, 
a minimum declaration of 4,600,000 kilowatt-hours of energy. The Company may 
take such energy on a schedule to meet its load requirements except that it shall 
take energy in such quantity and on such a schedule as is necessary to provide 
one-half of the Project releases required to maintain navigation flows in the 
Savannah River duly established by the Corps of Engineers, United States Army. 

2.2. The Government shall determine when energy in excess of the minimum 

is available for declaration and shall make available to the Company, and the 
Company shall accept, declarations of such energy equal to one-half, or as near 
one-half as is practicable, of the total of such energy available at the Project up 
to an amount which will bring the total declaration (including the minimum 
declaration) up to 10,720,000 kilowatt-hours per week, or as near thereto as 
possible. This shall be done by scheduling energy receipts at an average rate 
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not exceeding 118,000 kilowatts for the peak period hours during the remainder 
of the week in question. Declaration of excess energy shall be made for periods 
not shorter than the remainder of the week in which they become effective but 
such declarations may be increased with respect to quantities at any time. 
Declarations and revisions shall become effective upon twelve (12) hours’ notice 
or such lesser time as may be mutually agreed upon. 

2.3 (a) Under this contract, the seven-day week shall begin on Saturday and 
extend through Friday. The peak period shall be the one hundred (100) hours 
designated by the Company of each said seven-day week. 

(b) The Company hereby designates the hours between 7:00 a. m. and 10: 00 
p. m., Eastern Standard Time, on Saturday, and between 7: 00 a. m. and 12: 00 
p. m., Eastern Standard Time, during each of the five days, Monday through 
Friday inclusive, as being the peak period for initial operation under this con- 
tract. The Company shall have the right to change the peak period hours from 
time to time at intervals of not less than four months by giving the Government 
ten (10) days’ prior written notice of such change. 

24 Energy declarations made in accordance with subsections 2.1 and 2.2 
shall be scheduled by the Company during the period for which it is declared. 
Schedules showing daily quantities of energy to be used as a basis for delivery, 
energy storage accounting, classification, and similar purposes, shall be furnished 
by the Company to the Government’s operating representative for each declara- 
tion period. Energy, including storage energy, shall be taken by the Company 
in accordance with hourly schedules furnished to the Government's operating 
representative at the Project, or as controlled by load and frequency control 
equipment installed by the Company and the Govenment. Schedules may be 
revised by the Company at any time and schedules or revisions shall become 
effective upon reasonable notice. 

2.5 Whenever the Government, in the sole discretion of the Administrator, 
has dump energy available at the Project, the Government will offer not less 
than one-half of said dump energy to the Company and the Company, in its 
sole discretion, may accept or reject it. Upon acceptance, such energy will be 
delivered as agreed between the parties’ operating representatives and the 
Company will pay therefor at the Project rate for dump energy. Upon rejec- 
tion, the Government may offer such energy for sale elsewhere at the same rate. 
Such energy deliveries shall be scheduled separately from energy delivered under 
other provisions of this Section 2. 

2.6 The operating representatives of the parties hereto shall keep each other 
regularly informed as to water releases, reservoir elevations, rainfall, load pat- 
terns, and other operating conditions petrinent to this contract. 

Section 3. Point of Delivery to Company. 

3.1 Power and energy delivered to the Company hereunder will be delivered 
to it at approximately 115,000 volts at a mutually agreeable point in the vicinity 
of the Project power station. 

Section 4. Preference Customers To Be Served. 

4.1 To be served as a preference customer of the Government under this con 
tract, the customer shall be any of the following, within one hundred and fifty 
(150) miles of the Project, whose requirements or a portion thereof the Govern- 
ment shall have contracted to supply by delivery from the Company’s system 
pursuant to this contract: a municipality or county within the Company's 
service area, owning its own transmission or distribution system, and desiring to 
purchase power and energy from the Government for resale to the public in its 
territory or a REA-financed electric cooperative now served by the Company and 
located within the service area of the Company desiring to purchase power and 
energy from the Government for resale to its members. 

4.2. Notwithstanding any other provision of this contract, the Company shall 
be obligated to deliver Project power for the account of the Government only to 
such preference customers as purchase from the Company any additional power 
which they require over and above the Project power made available to them 
by the Government and power produced by their now existing generating plants 
or additions thereto. 

Section 5. Determination of Preference Customer Demand and Energy 
Requirements. , 

5.1 The capacity to be made available under subsection 1.1 (a) to meet the 
contract demands of the Government’s preference customers shall be the amount 
of capacity required for that purpose but not to exceed 80,000 kilowatts. The 
capacity available for preference customers’ loads shall be allocated by the Gov 
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ernment on a proportional basis to now existing individual delivery points of each 
preference customer requesting power and qualifying under this contract. 

5.2 The maximum amount of Project energy that shall be accounted for under 
this contract as transmitted in any calendar month by the Company for the 
account of the Government shall be the energy associated with 80,000 kilowatts 
at 50% load factor less 10% losses. Such maximum energy, when made available 
to the Company, will by it be made available at the individual delivery points of 
the preference customers in the ratio that the contract demand allocated to any 
such delivery point bears to 80,000 kilowatts. In those months when Project 
energy made available to the Company is less than the energy required to make 
available for transmission to the preference customers 80,000 kilowatts at a 50% 
load factor, the available Project energy which shall be considered as transmitted 
to the preference customers of the Government shall be the total Project energy 
classified for preference customer use as provided in subsection 6.2 (a), less 10% 
losses, and each delivery point of each customer shall receive a proportionate 
part of such Project energy based on the ratio that the contract demand allocated 
to said delivery point bears to 80,000 kilowatts. 

Section 6. Classification, Accounting and Rates. 

6.1 The energy generated at the Project and used in condenser operation, 
when such operation is chargeable to the Company as provided in subsection 
17.2, may be considered as part of the minimum declaration provided for in 
subsection 2.1, but shall not be included as energy to be accounted for as supplied 
to the preference customers of the Government or sold to the Company. 

6.2. The energy and capacity made available to the Company in any month 
under this contract shall be classified and paid for as follows: 

(a) Energy made available in the month up to a quantity equal to 960,000 
kilowatt-hours multiplied by the number of days in the month shall be classified 
as energy available for transmission to the Government’s preference customers. 
The preference customers shall pay the Government directly for such energy at 
the rates and under the terms set forth in contracts between said parties. 

(b) Energy made available in the month, in excess of that provided for in 
(a) above and up to a total quantity equal to 120,000 kilowatt-hours multiplied 
by 65 percent of the total peak period hours in the month shall be classified as 
energy sold to the Company at 4.0 mills and the Company shall pay the Govern- 
ment therefor at that rate. 

(c) Additional energy, dump energy excepted, made available in the month 
shall be ciassified as energy sold to the Company at 3.0 mills and the Company 
shall pay the Government therefor at that rate. 

(d) Occasional or temporary project energy in excess of the 10,720,000 kilo- 
watt-hours per week as embraced within subparagraph (a), (b), and (c) above, 
shall be deemed “dump energy” for purposes of this contract, and when available 
shall be sold to the Company at the rates and in accordance with the conditions 
set forth in Section 2.5 hereof. 

(e) The Company shall pay the Government for dependable capacity made 
available to it as provided for in subsection 1.1 (b) at the rate of $0.75 per 
kilowatt per month. 

6.3 T'o determine the total energy made available to the Company in any 
month, in accordance with subsections 2.1 and 2.2, the energy declared and 
made available for any week which falls within two months shall be divided 
between the months on the basis of the schedules furnished by the Company 
under the provisions of subsection 2.4 showing daily quantities of energy. 

6.4 The energy made available to the Company under this contract shall be 
accounted for in all respects on a monthly basis. 

6.5 The rates and charges for the sale of power and energy under this con- 
tract shall be subject to confirmation and approval by the Federal Power 
Commission. 

6.6 The rates and charges for the sale of power and energy under this con- 
tract shall be subject to periodic adjustment at successive intervals of five years 
provided that any adjusted rates or charges shall not become effective unless 
and until confirmed and approved by the Federal Power Commission. 

6.7 The rates specified in this Section 6 for dependable capacity and accom- 
panying energy will be adjusted as applied to deliveries under this contract only 
if a like adjustment is made with reference to all similar power and energy 
from the Project. ; 

6.8 If at any time the rates specified in this Section 6 are changed as herein 
provided, the Government will promptly notify the Company of such change. 
Such changed rate shall become effective as to this contract on the date specified 
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therein unless the Company, by written notice given within sixty (60) days after 
notice to it of such change, elects to terminate this contract as of such date as the 
Company may specify not more than three (3) years subsequent thereto. In 
the event of an election to terminate, such changed rate shall not be effective 
during the remaining life of this contract or during a period of two (2) years 
from the date of notice to the Company of such change in rate, whichever period 
is shorter. q 

Section 7%. Charges for Transmission Service Furnished by Company to 
Government. 

7.1 (a) The Government will compensate the Company monthly for the use of 
its facilities in delivering power and energy for the account of the Government 
to preference customers of the Government at the following rates: 

For delivery within Zone 1: 1.00 mill per kilowatt-hour. 
For delivery within Zone 2: 1.75 mills per kilowatt-hour. 

(b) Zone 1 shall be that area within a circle having a 100-mile radius with 
the Project as its center. Zone 2 shall be that area between two circles, one 
having a radius of 100 miles and the other a radius of 150 miles, each with the 
Project as its center. 

(c) The amount of energy to which the above rates apply shall be the total 
energy delivered by the Company in each zone for the account of the Government. 

Section 8. Delivery by the Company to Preference Customers of the Government. 

8.1 The Company, upon request by the Government, concurred in by the 
preference customer, will deliver to such customer for the account of the Govern- 
ment electric power and energy as herein provided at the now existing delivery 
points of such customer on the Company’s transmission system but only within 
150 miles of the Project. 

8.2 Delivery for the account of the Government to a preference customer 
being served by the Company shall commence at the beginning of the first full 
billing period following receipt by the Company of a request therefor from the 
Government and execution of the necessary adjustments in the preference cus- 
tomer’s contract with the Company. In making each request for service under 
this Section, the Government shall certify in writing to the Company that such 
delivery will be for the purpose of serving the preference customer under this 
contract and shall furnish a copy of any contract which may have been executed 
between the Government and the customer for such electric service. 

8.3. The Company will discontinue delivery of electric power and energy for 
the account of the Government to any preference customer of the Government 
under the terms of this Section upon receipt of a written request to do so from 
the Administrator delivered to the Company not less than 15 days prior to the 
effective date thereof. The Government shall promptly furnish the Company 
with copies of any notice of termination of any contract with a preference cus- 
tomer given by either party to such contract. 

Section 9. Supply by Company beyond Supply by Government. 

9.1 The Company agrees to contract with each preference customer of the 
Government to supply each month at the Project rate of 4.0 mills per kilowatt- 
hour any difference between that portion of the energy accounted for as trans- 
mitted from the Project under the provisions of subsection 5.2 and billed to the 
customer by the Government and the amount of energy necessary to make the 
preference customer’s total contract demand with the Government available at 

the customer’s delivery point at 45% load factor. It is recognized that the Com- 
pany’s agreement so to supply supplemental energy at 4.0 mills is associated with 
and dependent upon the Government’s agreement to make capacity available to 
the Company and to schedule the Project to fit the Company’s operational re- 
quirements. 

9.2 When in the opinion of the Government, after conferring with the Com- 
pany, a more severe drouth condition exists than the one upon which this con- 
tract is predicated, indicating that the Government will be unable to deliver the 
minimum quantities of energy guaranteed in subsection 2.1, and that additional 
deficiency energy will be required to meet the loads of the Government’s pref- 
erence customers as contemplated by subsection 9.1, the Company agrees to 
supply such deficiency energy to the Government’s preference customers at 4.0 
mills per kilowatt-hour ; provided, however, that the Government shall reimburse 
the Company by an appropriate adjustment in the Company’s bill for any cost 
between the said 4.0 mills and the cost to the Company of such energy from the 
cheapest alternative source then available for that purpose. 

9.3. The Company agrees to contract with each preference customer of the 
Government to supply any additional power and energy required by such prefer- 
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ence customer in excess of the Project power allocated to it by the Government 
pursuant to this contract at the Company’s applicable rate schedule and under 
its applicable contract provisions. 

Section 10. Project Integration. 

10.1 It is the intent of the parties hereto, if practicable, to integrate through 
the Company's faciilties the Clark Hill Project with other Federal Reservoir 
Projects constructed within or upon the periphery of the service area of the 
Company on such terms and conditions as may be hereafter mutually agreed 
upon, except that this provision shall not apply to the Allatoona Project so long 
as the existing contract with the Company covering the sale and purchase of 
power therefrom remains in effect. 

Section 11. Metering and Records. 

11.1 The electric power and energy delivered hereunder by the Company to 
the Government's preference customers will be measured at the existing points 
of delivery. Electric power and energy delivered into the Company’s system at 
the point of delivery hereunder will be measured by meters installed at the 
Project. When measurement is made at any location other than a point of de- 
livery, suitable adjustment for losses between the point of measurement and the 
point of delivery shall be agreed upon in writing between the parties hereto and 
shall be applied to all measurements so made. Metered deliveries used in billing 
and accounting hereunder shall in all cases include adjustment for such losses, 

11.2. Meters at the Project used for measuring power and energy delivered 
hereunder into the Company’s system shall be owned by the Government and 
meters used for measuring power and energy delivered from the Company’s sys- 
tem for the account of the Government under terms of this contract shall be 
owned by the Company. Each meter shall be tested at least once each year by 
the owner thereof. Representatives of the other party shall be afforded oppor- 
tunity to witness such tests. 

11.8 Either party hereto, on request of the other shall test any meter owned 
by such party and used for determining billing under this agreement. The 
owner of each meter shall make any necessary adjustments, repairs, or replace- 
ments thereof. 

11.4 In the event any meter used for billing under this contract fails to 
register or is found to be inaccurate, appropriate billing adjustments based on 
the best information available, shall be agreed upon by the parties hereto. 

11.5 Either of the parties hereto shall have the right to install suitable 
metering equipment at any point or points of delivery, as herein provided, for 
the purpose of checking the meters installed by the other party. 

11.6 Each party hereto will read the meters owned by it, except as may be 
mutually agreed, and will furnish to the other party from such meters all meter 
readings and other information required for operations and for billing purposes. 
Such information shall remain available to each party for a reasonable time. 

Section 12. Characteristics of Power and Pnergy. 

12.1 Electric power and energy supplied hereunder by either party hereto 
will be three-phase alternating current at a nominal frequency of sixty cycles 
per second. 

Section 13. Billing and Payments. 

13.1. Bills for each month's service furnished by either party shall be mailed 
to the other party on or before the 15th day of the following month and shall 
be paid on or before the twentieth day following the date of mailing. 

13.2. End-of-month meter readings shall be made at 12:00 midnight at the 
end of the month where meters are located in continuously attended powerplants 
and substations. Meters located elsewhere shall be read as near as may be 
practicable to the last regular working day of each month. 

Section 14. Service Interruptions and Emergencies. 

14.1 When delivery to the Company under this contract is temporarily inter- 
rupted or reduced due to conditions on the Government’s system for a period 
not exceeding thirty (30) days, the Company will endeavor to obtain from the 
cheapest alternative source then available to it for that purpose the power which 
except for such interruption would have been delivered to the Company under 
this contract. If such interruption or reduction is due to conditions on the 
Government's system which have not been arranged for and agreed to in advance, 
the Government will reimburse the Company for its out-of-pocket expense in 
obtaining such alternative power and energy by an appropriate adjustment in 
the Company’s bill. 

14.2 If such interruption or reduction exceeds thirty (30) days, the power 
and energy then available shall be prorated between the preference customers 
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and the Company in proportion to their respective interests under this contract; 
and during such period of interruption or reduction the Company will deliver 
to the Government's preference customers any additional power requirements of 
such preference customers at the Company’s applicable rate schedules. 

Section 15. Emergency Service. 

15.1 In the event of interruptions or emergencies in its own transmission or 
generating facilities, the Company will endeavor to maintain the same continuity 
of service to customers of the Government served pursuant to this contract as it 
maintains for the Company’s own customers. 

15.2. Either party hereto will deliver energy to the other in emergencies, 
when and where requested, over and above that otherwise provided for in this 
contract, to the extent that such additional delivery can be made without impair- 
ing service to its own system loads. If such emergency service is without sub- 
stantial additional cost to the supplying party, reimbursement will be made 
by return of an equal amount of energy at a mutually agreeable time. If such 
emergency service is accomplished at substantial cost to the supplying party 
through purchase of energy from a third party, starting up of a steam-gener- 
ating unit which otherwise is not required, or use of primary energy required for 
other customers, repayment for the emergency service shall be such as to fully 
compensate the supplying party for his costs in supplying the emergency service, 
either in energy or by a monetary payment, or both, as may be agreed upon. 
When possible the operating representative of the party supplying the emer- 
gency service shall advise the operating representative of the other party 
of the reimbursement expected, before the emergency service is supplied. 

Section 16. Scheduled Maintenance. 

16.1 The parties hereto shall so far as practicable coordinate their scheduled 
outages of facilities for maintenance to the end that the highest degree of con- 
tinuity and reliability of service to the customers of the parties hereto will be 
maintained. 

Section 17. Power Factor. 

17.1 The Company shall take power and energy from the Government at such 
power factor as will best serve the Company’s system from time to time, pro- 
vided that the Company shall not impose a power factor of less than .85 lagging 
on the Government’s facilities which requires operation contrary to good operating 
practice or results in overload or impairment of such facilities or unreasonably 
interferes with the delivery of power and energy by the Government to the Com- 
pany and to its other customers. 

17.2. The Government shall, upon the request of the Company, cause one to 
three of its generating units to be operated as condensers if, in the sole judgment 
of the Government, such operation does not unreasonably interfere with the 
delivery of power and energy by the Government to any of its customers, is not 
contrary to good operating practice, is not detrimental to such generating facilities 
in excess of ordinary wear and tear, and does not overload such generating fa- 
cilities. Such condenser operation, subject to the preceding limitations, shall be 
in accordance with procedures and schedules developed and agreed upon from 
time to time by the operating representatives of the parties hereto. The Com- 
pany shall pay the Government $5.00 per generating unit so operated for each 
hour that such condenser operation is requested by the Company. 

7.38 The Government will endeavor so to control the voltage of its generation 
and the ratio of its transformers at the Project that power and energy will be 
delivered by the Government to the Company at the nominal voltage with such 
changes above or below nominal voltage as may from time to time or at any time 
be requested by the Company, provided that such changes are within the limits 
of good operating practice, do not jeopardize the Government’s facilities nor un- 
reasonably interfere with the delivery of power and energy to the Government’s 
other customers. 

Section 18. Energy Storage. 

18.1 The Government will permit the Company to utilize, as herein provided, 
unused storage in the Project reservoir. For this purpose, a storage account 
shall be maintained and the operating representative of the Government shall 
keep the official record of such account. 

(a) At the request of the Company, the Government will store declared energy 
for the Company in any unused storage capacity available for such purpose in 
the Project reservoir and will deliver energy which the Company has in storage. 

(b) When delievery of energy to the Company is different in any day than 
the quantity shown in the current schedule of daily quantities over the decla- 
ration period, such difference shall be considered to be energy placed in or with- 
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drawn from storage. If inadvertent deviations from schedule result in a negative 
balance in the Company’s storage account, such energy shall be returned by the 
Company as expeditiously as possible. The exact amount of charge or credit 
for each day shall be agreed upon between the operating representatives of the 
parties hereto. 

18.2 In the event it becomes necessary for the Government to spill water from 
the Project reservoir over the spillway or through the sluice gates as a means of 
keeping such reservoir under proper control, the kilowatt-hours which could 
have been produced from such water at the time of the spill, as determined by 
the Government, shall be deducted proportionately from any credits then existing 
in storage accounts of the Company and other customers. The necessity for 
spilling water shall be determined by the Government. 

18.3 On or before the fifth day of each calendar month, the Government 
shall furnish to the Company a statement of the daily credits and charges to the 
Company in the storage account for the preceding calendar month. 

18.4 Any kilowatt-hour charge or credit to the Company in the storage account 
shall be repaid or withdrawn prior to termination of this contract. 

18.5 Deliveries of electric power and energy to the Company or reduction in 
deliveries for the purpose of storing energy under the terms of this Section 18 
shall in no way interfere with the operation of the Project reservoir for purposes 
other than electric energy production, as determined solely by the Government. 

Section 19. Uncontrollable Forces. 

19.1 Neither party hereto shall be considered to be in default in respect of 
any obligation hereunder, if prevented from fulfilling such obligation by reason 
of uncontrollable forces, including but not limited to failure of facilities, flood, 
earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, labor 
disturbance, materials or equipment shortages, or restraint by court or public 
authority, which by exercise of reasonable diligence and foresight could not have 
been avoided, but excluding drouth. Bither party rendered unable to fulfill any 
obligation by reason of an uncontrollable force shall remove such inability with 
all reasonable dispatch. 

Section 20. Provisions Relative to Employment. 

{ Unresolved. ] 

Section 21. Notices. 

21.1 Except as otherwise specified herein, any notice, demand, request, or 
approval required or authorized by this contract shall be deemed properly given 
on behalf of the Company if mailed, postage prepaid, to the Administrator at 
the address shown on the signature page hereof, and on behalf of the Government 
if mailed, postage prepaid, to the officer signing for the Company at the address 
shown on the signature page hereof. The designation of the person to represent 
either party for such purposes or the address of such person may be changed 
at any time by similar notice. 

Section 22. Officials Not To Benefit. 

22.1 No Member of or Delegate to Congress or Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to exend to this contract 
if made with a corporation or company for its general benefit. 

Section 23. Waivers. 

23.1 Any waiver at any time by either party hereto of its right with respect 
to a default or any other matter arising in connection with this contract shall 
not be deemed to be a waiver with respect to any subsequent default or matter. 

Section 24. Transfer of Interest in Contract. 

24.1 No voluntary transfer of this contract or of the rights of the Company 
hereunder shall be made without the written approval of the Secretary of the 
Interior, provided, that any successor to or assignee of the rights of the Com- 
pany, whether by voluntary transfer, judicial sale, foreclosure sale, or otherwise, 
shall be subject to all the provisions and conditions of this contract to the same 
extent as though such successor or assignee were the original contractor here- 
under, and provided further, that the execution of a mortgage or trust deed, or 
judicial or foreclosure sale made thereunder, shall not be deemed voluntary 
transfers within the meaning of this Section. 

Section 25. Adjustment of Existing Customer Contracts by Company. 

25.1 The Company agrees that, upon execution of a contract for supply of 
electric power and energy by the Government to a preference customer to be 
served as a customer of the Government pursuant to this contract and who is 
at the time a customer of the Company, the Company will promptly, upon re- 
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quest, adjust its contract with such customer so as to permit the customer to 
receive Project power as provided herein. 

Section 26. Approval of Contract. 

26.1 This contract shall not be binding upon Company until it has been 
approved by any regulatory agency having jurisdiction thereof, and it shall not 
be binding on the Government unless said approval is in form and substance 
satisfactory to the Government and the Company is so notified in writing. 

Section 27. Term of Contract. 

27.1 The initial term of this contract shall extend to midnight, June 30, 1976, 
and automatically shall renew and extend for successive terms of five years 
each until and unless terminated at the end of any term hereof by either party 
hereto giving the other written notice of termination of not less than three 
years. 

27.2 All obligations of the parties hereto, with respect to the delivery of 
power and payment therefor, shall commence upon the date of execution of this 
contract, except that pending the completion by the Company, of transmission 
lines and connections to the Project, capable of carrying the full quantities of 
power and energy contracted for herein, such quantities shall be scaled down 
in proportion to the capability of the transmission line and connection now exist- 
ing, mutually agreed to be, for the purpose of administering this contract dur- 
ing such interim period, forty thousand kilowatts (40,000 kw). 

(a) The Company shall be relieved of any payment for dependable capacity, 
as provided in subsection 6.2 (e), during this interim period. 

(b) For the duration of such interim period, the total maximum declaration as 
provided in subsection 2.2 shall become 3,573,000 kilowatt-hours per week; the 
minimum declaration as provided in subsection 2.1 shall become 2,300,000 kilo- 
watt-hours per week; the energy made available for transmission to preference 
customers as provided in subsection 6.2 (a) shall not exceed 480,000 kilowatt- 
hours per day; and the quantity of energy sold to the Company at 4.0 mills 
as provided in subsection 6.2 (b) shall be any excess over that made available 
to the Company for transmission to preference customers up to a total of 40,000 
kilowatt-hours multiplied by 65% of the total peak period hours in the month. 

(ec) During such interim period, energy (other than dump energy) made 
available to the Company in the month, in addition to energy accounted for in 
subsection 27.2 (b) shall be classified as energy sold to the Company at 3.0 mills. 

(d) The Government may elect, during the interim period, to assign capacity 
and associated energy up to not more than 40,000 kilowatts at 50% load factor, 
for transmission to preference customers of the Government, in accordance 
with the provisions of subsections 4.1, 4.2, 5.1, and 27.2 (b) and under such 
other terms and conditions contained in this contract that may be applicable 
to the transmission of Project energy to preference customers, for the account 
of the Government. 

IN WITNESS WHERrEOF, the parties hereto have caused this contract to be 
executed the day and year first above written. 

UNITED STATES OF AMEEICA, 
Department of the Interior. 
| ee ee ne ac celal en 
Administrator, Southeastern Power Administration, Elberton, Georgia. 
GEORGIA PowreR CoMPANY, 
TR ih a a 
President, Georgia Power Company, Atlanta, Georgia. 
Attest: 


(Whereupon, at 12: 45 p. m., the subcommittee recessed, to reconvene 
at 2:15 p. m., of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 

Mr. Aandahl, Mr. Jonas asked me to recall you on Southeastern 
Power. He says he has one question to ask you. I thought we had 
gotten through with Southeastern Power, but evidently we are still 
on it. , 
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FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT SECRE- 
TARY, DEPARTMENT OF THE INTERIOR; ACCOMPANIED BY 
CHARLES W. LEAVY, ADMINISTRATOR, SOUTHEASTERN POWER 
ADMINISTRATION 


Mr. Jonas. I recall yesterday that Mr. Aandahl was asked a ques- 
tion, I think by Mr. Lanigan, as to the date he recommended to the 

Secretary the execution of the tricontract. 

Mr. Aandahl, you were going to look that date up. 

Mr. Aanpant. It was in May, but I didn’t give you the exact date. 

Mr. Jonas. Do you have the exact date ? 

Mr. Aanpant. Yes, have. That was on May 25, 1954. 

Mr. Jonas. Was that recommendation in writing, or oral ? 

Mr. Aanpaun, That is a written recommendation that bears my 
signature, and has a place for approval by the Secretary, but doesn’t 
have his approval. 

Mr. Jonas. I think that ought to be made a part of the record. 

Mr. Cuvuporr. We can’t make fish of one and fowl of the other. If 
you are going to put executive documents in the record that are going 
to be favorable to your case, then we would like to have official docu- 
ments that are not ‘favorable as well. If you are only going to put in 
the executive documents that you think are going to do you some good, 
and stop us from looking at the other exec cutive documents that you 
think might hurt you, I am not going to allow it to go in the record. 

Mr. Jonas, I just thought it would helpful to the committee. We 
have gone into it on oral examination repeatedly. 

Mr. Cuuporr. The date is in the record. You gave us the date, and 
you have told us about it. 

Mr. Aanpanu. We have talked about the tricontract in general. 

Mr. Cruporr. So we don’t want to clutter up the record with any 
executive documents, and therefore, I am not going to allow it in the 
record, unless you agree to let us put all executive documents in the 
record. I want to be fair about this, but I want you to be fair, too. 

Mr. Jonas. Well, I don’t speak for the Department, I don’t know 
what documents are involved. 

Mr. Cuuporr. I don’t know, either. 

Mr. Jonas. Mr. Aandahl was questioned rather closely about this 
recommendation that he made, not only as to dates, but as to motives 
and purposes and reasons. If his recommendation was in writing, I 
thought it would be of material benefit to the committee to know what 
his thinking was at the time he made the recommendation. But if the 
committee doesn’t see fit to accept the offer to obtain a copy of this 
memorandum, why, it is all right with me. 

Mr. Cuvuporr. Well, as chairman of the committee I will say this, 
I will rule this way, that if the Department will offer us all of the 
executive documents, we will take them all, but we don’t want any 
parts of them, and therefore we will not accept this in the record until 
they agree to give us the entire file in the Nevada case. 

Mr. Jonas. I don’t know what the Department’s position is, but if 
I were running it, I wouldn’t enter into any trade with the committee. 
It has the memorandum. 

Mr. Cuvuporr. I am not asking for any trade, I am only asking him 
to let us look at their files. We havea right to look at their files under 
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the Reorganization Act. And they have set up certain documents in 
that file which are executive papers, and we have no right to look at 
them, and when they find a paper they don’t want us to look at, then 
we can’t look at it. 

Mr. Jonas. I don’t think that follows at all. Mr. Aandahl could 
have read the memorandum as a part of his prepared case if he 
thought it would help his case. 

Mr. Cuuporr. I wouldn’t stop him from reading it, if he had it in 
his prepared statement he could have read it. But he didn’t. Itisa 
matter of principle as far as [am concerned. 

I would like to ask Mr. Aandahl one question. I think there was 
some testimony to the effect that in one of these proposed drafts of the 
acreement between the Georgia Power Co., and the Georgia co-ops 
there was a clause that would give the Georgia Power Co. the right 
to cut off wheeeling, if the co-ops did any of their own generating of 
power by steam plants. Is there any precedent for that in any of 
the power oper ~ of the Interior Dep: irtment / 

Mr, Aanpaut. I don’t have any in mind. 

Mr. CuvporFr. So this would be a novel thing, it would be the first 
time it was ever in a contract 4 

Mr. AANpDAHL. I am just not certain if there are any other instance 
where that type of provision prevails. 

Mr. Cuvuporr. All right, thank you, Mr. Aandahl. 

Mr. Aanpant. Now, I might mention, however, that in the pre 
liminary draft of the wheeling contract for the Carolinas there is 
some reference to steam gener: ation on the part of the customer, but 
I do not recall just exactly what it is. 

Mr. Cuuporr. But you don’t have any signed contracts with any- 
body providing for a situation such as that ? 

Mr. Aanpant. I don’t have any in mind. I don’t want to affirma- 
tively state that there isn’t such a contract. 

Mr. Cuvuporr. Are you through ? 

Mr. Jonas. I am through with that. I have another question to 
ask. I recall a letter directed to Mr. McManus by the former Secre- 
tary of the Interior, which was referred to several times yesterday, 
and I think we were furnished mimeographed copies of it. 1 have 
one. It isthe Chapman letter to McManus. I just wondered if there 
was a reply to that letter, and if so, whether the committee staff has 
thereply. I think it ought to go in the record. 

Mr. Lantcan. The McManus letter was the letter that was furnished 
by the Georgia Electric Membership Corp. as one of its exhibits at the 
Atlanta hearing. And my recollection is that—and I will check it 
that the reply is also in the record at the same place. I can check 
that in just a moment. 

Mr. Cuvuporr. If you recall, the lawyer that represented the Georgia 
co-ops gave us a very full document and statement, all indexed. and 
everything else, and there was a series of exhibits and answers to 
letters, and if there was an answer—— 

Mr. Jonas. I think if there was an answer, it ought to go in the 
record. 

Mr. Cuuporr. If it is in the record, we can find out. and if it isn’t, 
we will put it in the record. 
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Mr. Lanican. I would like to say that the letter to McManus has 
not been put in the record in the last two occasions, because it had al- 
ready been in the record, and that is why I didn’t put it in again. 

Mr. Jonas. I don’t think it ought to go in the second time, it clutters 
up the record. 

Mr. Lanican. But the answer is right in the same place. 

Mr. Cuouporr. I forget the gentleman’s name, but he gave us that 
document and statement—Polhill. 

Mr. Jonas. No, it was not Polhill, he was the prosecuting attorney 
in Georgia. 

Mr. Cuuporr. I don’t remember his name. 

Mr. Austin. Pollock. 

Mr. Cuuporr. Was it Pollock? 

Mr. Jonas. Pollock, I believe. 

Mr. Horrman. Mr. Chairman, that brief was promised us on the 
8th day of September. May we have that? 

Mr. Cuuporr. Mr. Lanigan, that rough draft of the law on privi- 
leged communications between attorney and client, have you been 
able to get that? 

Mr. Lanican. There hasn’t been time to get it typed, I can give it to 
you in handwritten form. As soon as we have a chance, we will have 
it typed. 

Mr. Horrman. Whatever suits you. But on the eighth we were 
promised a copy, and I am still waiting. I don’t want to get the 
committee in the same position the committee seems to think the De- 
partment is in. 

Mr. Cuuporr. We will see that you get it, Mr. Hoffman. If you 
will recall, Mr. Lanigan went to the law library in San Francisco and 
spent Saturday and Sunday and made a lot of rough notes about 
cases, and we can either give you that copy, or have it copied. I in- 
structed Mr. Lanigan to give it to you, and I will see that you have it. 

Mr. Aandahl, that is all on Southeastern Power. Thank you. 

Before we call any further witnesses, I would like to read a state- 
ment on Southeastern’s power problem at this time. 

As I listened to the testimony of Mr. Fred G. Aandahl during the 
last 2 days, it seemed to me that I was listening to testimony not in 
the year 1955, but in the period from 1879 to the opening of our present 
20th century. 

For that is the dark era when the Federal Government—to its ever- 
lasting shame, gave away some of the finest Federal natural resources 
for all times. 

This is not my opinion, but the studied conclusion of Congress itself 
in its famous report on waterpower development that is contained in 
House Report No. 16 of the 64th Congress, 1st session, in 1916. 

Permit me to read just a few words from page 8 of that historic 
report: 

* * * Prior to the act of February 15, 1901, there was no legislation on the 
subject at all; waterpower sites went to patent unmolested either as parts of 
homesteads or by purchase, and were given no Federal attention whatever. Un- 
der this procedure a large number of the power sites on the public domain were 
frittered away and have passed into private ownership beyond regulation, beyond 
control. As we look back on this procedure it seems like criminal neglect. Many 
of the valuable waterpower sites of the country passed as fast as eager private 


concerns and persons could grab them under the several lax laws then in exist- 
ence. These are now forever, in part, to be enjoyed by the few who at will may 
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practice extortion and monopoly upon the consuming public, subject only to in- 
adequate State regulation where the business is intrastate and with little or no 
regulation where the concern is doing an interstate business. The titles to these 
sites have forever passed out of the hands of the Federal Government and the 
people. 

I want to particularly call your attention to one sentence: 

As we look back on this procedure it seems like criminal neglect. 

That is what Congress thought of faithless public legislation which 
gave away our priceless natural resources up to the opening of this 
century. st 

The Congress and the American people rebelled at this criminal 
neglect and scandalous giveaway. As a result, beginning with the 
Reclamation Act of 1906 and continuing through practically all the 
important power legislation to date, Congress enacted what we all 
know as a public preference policy in the disposition of power from 
Federal projects. ; ri 

It took a long time until sound administrative provisions were 
worked out to thus safeguard the public and its preference customers. 
For Congress wanted to give the people—in the form of low electric 
rates—the full benefit of their own natural resources. 

Now, in these hearings, we learn that the Department of the In- 
terior has taken over the functions of Congress. Up till now, we 
had assumed that this was a government of laws and not of men. 
Now, from Mr. Aandahl we learned that any time these gentlemen 
do not like the acts of Congress, or even the opinion of their own 
Attorney General, they take the law into their own hands and do as 
they please. 

The treatment of the REA cooperatives in the Clark Hill-Georgia 
Federal power project is a brazen and barefaced repudiation of the 
clearly expressed public provisions of Federal law, and of the ad- 
ministration’s own Attorney General’s carefully studied opinion. 
The tacit arrangement between Mr. Aandahl, Secretary McKay, and 
Under Secretary Davis to withhold this vital opinion from Congress 
and the public is another illustration of the Dixon-Yates technique 
that has evidently now become common practice in the executive 
agencies. 

If Mr. Aandahl does not like this public preference and favors 
handing this power over to the private utilities, he has a right to 
such views as a private citizen. But he has no right or authority to 
renounce or sabotage the clearly enacted laws of Congress, once he 
is a public official in our Federal Government, sworn to uphold our 
laws. 

I want to announce to Mr. Aandahl and other officials in the De- 
partment of the Interior that Congress will not tolerate this kind 
of illegal activity. The taxpayers of this Nation have a right to 
expect their public servants to conform to the law. Until such 
time as Congress changes it—and no official of the Department of the 
Interior has asked Congress to change the public preference laws, 
Mr. Aandahl, Mr. McKay, and every other official of the Depart- 
ment of the Interior must honor their oath to uphold and carry out 
those laws or resign from public office. ; 

Mr. Horrman. Have we a chance now to put our political propa- 
ganda on ? 
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Mr. ¢ HUDOFF. Say anything you want. 

Mr. Jonas / 

Mr. Jonas. May I say for the record that I deplore the use of this 
platform as a vehicle for the expression of political views by the 
chairman of the subcommittee. What he has just read in the form 
of a prepared mimeographed statement amounts to nothing more 
than a political tirade, based upon misrepresentation of the facts as 
aa ‘losed by Mr. Aandahl. They are not justified by the record, and 

I disclaim any rae for that sort of utterance as a member 
of this subcommittee. I don’t think in any sense of the word the 
remarks made by the subcommittee chairman are justified by any- 
thing that has transpired in this hearing to date. 

It is but another example of the prejudgment of this case by the 
chairman and certain members of the majority of the subcommittee, 
which has been evidenced throughout the hearings at every point we 
have stopped: Atlanta, Spr ingtield, Idaho Falls, San Francisco, and 
now again in Washington. 

While I am talking, I think the record ought to show what is an- 
other bit of evidence that politics is behind this matter. The Demo- 
cratic floor leader of the House of Representatives was present this 
morning, and participated in this hearing. He is not a member of this 
subcommittee, he has not attended any of its sessions before. He is a 
member of the full Committee on Government Operations, but he is 
not a member of this subcommittee. 

Mr. Cruvuporr. I would like to answer Mr. Jonas. 

Mr. Horrman. Why don’t you answer both of us at the same time / 

Mr. Cuvporr. I want to do it sep: ately ; I want to get two chances. 

I want to say that this statement is my own statement. I don’t 
wish Mr. Jonas or Mr. Hoffman or anybody else to join with me in 
this statement. It is my opinion as to the actions of the Department 
of the Interior and the officials of that Department in ignoring the 
Flood Control Act of 1944. And it also shows that the Congress, 
realizing over the years that it might be possible to ignore the rights 
of the eople of the United States and their rights for power, gave 
Away hens particular rights. I think that the facts clearly show 
that the Secretary has not only ignored the Flood Control Act of 1944, 
but has attempted to find a way to get around the Attorney General’s 
opinion. And I don’t think there was a better case or clearer case 
ever shown before any congressional committee. 

As far as politics are concerned, if Mr. Jonas wishes to say it is a 
political statement, that is his privilege. I think the people of this 
Nation have a right to know what is going on in their Government. 
And if it weren’t for this committee, many things which came out, 
not only in these hearings here today, but in the other cities throughout 
the Nation where we have had hearings, would never have been known 
to the people of this country. 

As far as Mr. MeCormack being present today, the majority leader, 
Mr. McCormack is a member of the full Committee on Government 
Operations and as a member he has a right to sit in with any other 
subcommittee, although he doesn’t have the right to vote. 

And if you will look into-the record, Mr. Jonas, you will find that 
when we were in San Francisco Mr. Younger, who represents a district 
in California, came in and sat with this committee while we were 
questioning Herman Kruse, lobbyist for the Pacific Gas & Electric Co., 
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and not only sat in the committee, but asked questions and made 
statements, and nobody objected to them. 

So that there is plenty of precedent, and certainly Mr. McCormack 
is not violating the rules of the committee or the House in participating 
in the hearings this morning. 

Mr. Jonas. I would like for it to be understood that I didn’t object 
to his presence, and I wouldn’t have commented on it, if it hadn't 
been for the statement made by the subcommittee chairman at the 
beginning of the hearings this afternoon. 

Mr. Cuuporr. You can call it anything you want, but I call it facts, 
and conclusions, in my own mind; and I take full responsibility for it. 

Now, Mr. Hoffman. 

Mr. Horrman. In all humility, may I say in a sort of kindly spirit, 
not a critical spirit, if I may put it in one word, I think that this state- 
ment is very well written, and I want to congratulate you and the staff 
and whoever did the typing on it; it is well written and the grammar 
is excellent. 

But, as to the substance of it, if I want to say one word about it, I 
would say it is political bunk. But that isn’t a fact, it is an opinion, 
and it is typical of the Truman attitude, give them hell on occasion 
which is all right, but it is a little early for this occasion. 

But what I was wondering about, on page 2 you say, “Congress and 
the American people rebelled at this criminal neglect and scandalous 
giveaway. 

I know the Washington Post, which is always for what it calls 
liberalism, takes that attitude in its report of the story in the morning 
paper. But other than the Washington Post, I was wondering where 
this wave of sentiment and indignation and resentment from the 
people—where did we get that ? 

Mr. Cuuporr. Mr. Hoffman, I don’t want to get into a debate with 
you on this thing. 

Mr. Horrman. No; [am just asking a question. 

Mr. Cuvuporr. I will answer it this way, that as a result of what 
happened back in the 19th century, the Congress realizing that it 
didn’t wish that thing to happen again, started out in 1902 by passing 
the Reclamation Act, and in every bit of legislation since that time it 
has tried to protect the rights of the people. 

Mr. Horrman. Then you weren't referring to the present day, you 
were back in the 19th century when you say the Congress and the 
people- 

Mr. Cuuporr. That is right. 

Mr. Horrman. Youskipped this election when Truman— 

Mr. Cuuporr. I don’t want to get into the election, I would like to 
get to Mr. Wright. 

Mr. Horrman. Where do you get this over here on this next page, 
“that Congress will not tolerate,” where did you get authority to speak 
for the Congress? You can speak for the committee, that is all right, 
and for the full committee, but where did you get authority to speak 
for the Congress, where did you get that delegation ? 

Mr. Cuuporr. I guess you are criticizing me in that I don’t speak 
for you, and I never have spoken for you. 

Mr. Horrman. I could never be elected in any district if you did. 
But where did you get this authority to speak for the Congress? 
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Where did you get the authority to speak for them, “Congress will not 
tolerate” ? 

Mr. Cuvporr. They will not tolerate—I believe in the next session 
of Congress there will be some legislation to take care of it. 

Mr. Horrman. I have taken too much time already. You know 
that personal rebuke you administered me has been effective to a 
certain extent, so you can take credit for that. 

Mr. Cuuporr. I think that is the first time I have been successful 
in it. 

Mr. Horrman. All I thought is that it was rather unfair—maybe 
not unfair, I withdraw that, not quite charitable to call a public offi- 
cial up here and then pan the gizzard out of him. But maybe that 
is the function of the subcommittee. I did not know that. I am 
learning from you very fast. And I thank you, I appreciate it. 

Mr. Cuvporr. That is the modern age, Mr. Hoffman. 

Mr. Horrman. I know. I always thought the witnesses were before 
congressional committees to be treated with courtesy, and that they 
were permitted to have their views and not be characterized as vio- 
lators of the law, as this does. The third paragraph on page 2 says, 
“Take the law into their own hands.” Iam quite sure the gentleman 
never realized he was doing that. And they censured my friend 
McCarthy over in the Senate for expressing an opinion like that. 

Mr. Cuvuporr. That was the Senate. 

Mr. Horrman. I thank you ever so much for the instruction. 

Mr. Cuuporr. Anything that happens in the Senate—— 

Mr. Horrman. I want to object to that. I don’t think you have a 
right to criticize the Senate. They have two members of their staff 
over here trying to figure out some more propaganda. 

Mr. Cuuporr. I said anything could happen in the Senate. That 
is not a criticism. 

Mr. Douglas Wright, will you come up, please. 


STATEMENT OF DOUGLAS G. WRIGHT, ADMINISTRATOR, SOUTH- 
WESTERN POWER ADMINISTRATION, TULSA, OKLA. 


Mr. Cuvuporr. Mr. Wright, would you identify yourself for the 
committee and the reporter. 

Mr. Wrieut. My name is Douglas Wright. I am the Administrator 
of the Southwestern Power Administration. 

Mr. Jonas. May I ask a question? Should we have Mr. Aandahl 
appear too? 

Mr. Cnuporr. As soon as we are finished with Mr. Wright, if there 
are any questions you want to ask Mr. Aandahl you can call him. 

Mr. Wright, Mr. Austin, counsel for the committee, is going to ask 
you some questions. 

Mr. Austin. Mr. Wright, we have been discussing other matters 
here so far, and in order for the Congressmen who might not be 
familiar with SPA, to have a little bit of basic understanding of some 
of the things we are going to talk about, I wonder if you would do a 
little setting of the stage for us; I wonder if you would give us some 
general idea from your experience. You were very modest in identi- 
fying yourself, you are a man of long experience in the field of 
administration of Federal dams and dams under State authority; you 








{ 
; 
q 
¢ 


eta 


nT sD as Sp ce 


8 aK nS CBS abe 


Fa ee 


DARPA R be 


SR edohiigee Sate ~ 


ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1309 


started a long time back in this business, and you have been recog- 
nized as one of the big men in the field. Would you for a moment, 
in setting the stage for all of us who are here, and for some further 
discussion of the problems of SPA assume that you are in complete 
charge of SPA, and that whatever you say down there would go, that 
there would be no pressure of any kind from the Department of 
Interior. There would be no pressure of any kind from utilities or 
co-ops, that there would be no pressure of any kind from Congress 
or anyone else, but that you were to do the best job possible of m: aking 
use of the facilities of SPA in serving the area down there that is, 
the general SPA area 

You have had a lot of experience operating systems of dams. Now, 
consider us a group of students, and tell us how you would operate 
that system, and in doing so, set a little bit of the stage as to where 
these dams are located and what kind of an area you are in down 
there. And remember, in this we are asking for a background and 
your personal best judgment and ideas on uninfluenced in any man- 
ner. Would you do that? 

Mr. Wricut. Yes; that would be rather simple for us to do in the 
southwestern area, because we prepared—before we ever asked Con- 
gress for a dollar of money—we prepared a report which was sub- 
mitted to the Secretary of the Interior and called A Comprehensive 
Plan for Disposition of Power in the Southwest. 

Mr. Austin. When was that? 

Mr. Wricut. That report was submitted and approved by the 
Secretary of the Interior in November of 1949. The Flood Control 
Act, I believe, it was passed in December of 1944. And from the 
time of the pasage of that act until this report was submitted it was 
our purpose to draft a comprehensive plan before we asked anybody 
to spend money so you would know what you were getting into if you 
got into it. 

The report takes two basic things into consideration: The Flood 
Control Act as it relates to the marketing and distribution of power 
is confined solely to 5 sentences in 1 section called section 5. I had 
impressed on me very strongly the smallness of that section, because 
the senior Senator from Oklahoma at one time had printed on the 
head of a pin section 5 of the Flood Control Act to show what very 
little legislation an executive agency of the Government was asking 
to spend a very considerable sum of money. 

This comprehensive plan laid out the transmission system and the 
fuel burning plants which were necessary with that transmission 
system in our opinion to market and distribute this power. That en- 
tire plan would have cost something in the order of $225 million for 
the projects authorized at that time. But the plan stated that wher- 
ever existing facilities could be used in lieu of building either trans- 
mission lines or fuel burning generating plants, such facilities would 
be substituted in lieu of the Government building anything. 

We asked for an initial appropriation of some $23,120,000 to initiate 
that plan. Congress said to us, “We do not feel ‘chet you are author- 
ized to build fuel burning generation. Therefore you must make 
some other arrangement to get that. We will give you $714 million 
instead of $23 million to initiate this plan for the purpose of inter- 
connecting the dams then constructed,” which was the Norfork Dam 
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in Arkansas and the Denison Dam between Texas and Oklahoma. 
That line, frequently referred to as “Wright's Antenna,” now the most 
utilized line in the Southwest, interconnected also with the Bull 
Shoals Dam, which was then under construction. 

Briefly describing the problems in the Southwest, we had two 
things—and I was delighted with the question from the gentleman 
on this side of the chairman over here about what those problems 
really are. I took definite exception as an engineer to any idea 
that wheeling has anything to do with our problem i in the Southwest. 
I take definite exception ‘that the kind of streams we have in the 
Southwest have anything to do with the need for firming power. Our 
problems are these. We must interchange power, we cannot as engi- 
neers make power go where we want it to go. And when you close 
switches with existing systems the flow of power is by displacement. 
Actually in the Southwest we run our hydrogenerators 8 hours a day, 
on Monday through Friday, and on Saturda ay and Sunday we don’t 
run them at all. 

Now, when I am not running my generator 16 hours a day I don’t 
see how anybody can be wheeling for it. What I have to do is inter- 
changing and exchanging power. I am giving them power during 
a certain time of day for them to give me back power the rest of the 
day. 

Now, why do I need to do that? What caused that problem? 
Let’s take the Denison Dam. I can put a 16,000-kilowatt generator 
in the Denison Dam and operate it 24 hours a day and serve any kind 
of an electric load in the world. If, however, the Army engineers, 
in submitting to Congress a 16,000-kilowatt generator, tried to show 
feasibility of the Denison Dam, they would “have been unable to do 
so. They found feasibility, however, by installing a proposed plant 
of 235,000-kilowatt units instead of a 16,000-kilowatt unit. That 
gave them feasibility, because they could take the generators, operate 
them a few hours a day, carry the peak load of the area, and, integrated 
with fuel burning generation, regardless of ownership, do the job 
and show feasibility. 

Now, Congress must have known they were creating that problem, 
because they authorized and built the Denison Dam long before any 
idea of marketing and distribution of power was ever even studied 
in the Southwest, to my knowledge. 

Also other projects in the Southwest have all had the same peak- 
ing characteristic. You had not only to move the power to the people 
who were to use it, but you had to find somebody with fuel burning 
generation to use with it, or you had to build your own. 

We frankly asked Congress, did they want us to build our own. 
They told us no. And not one time since have we ever asked them 
to give us a kilowatt of fuel-burning capacity. 

The second problem of the distr ibution of power: if you distribute 
at very great distances your costs are going to go very high. It 
immediately became apparent that by displacement we could avoid 
the large losses from distribution, and in many cases, where we were 
able to make contracts of that character, that would be a splendid 
thing to do. We were a little leery that some day we might appear 
before a committee just like this. We wanted to be sure that what we 
thought about the Flood Control Act was right. So we brought this 
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plan to the Congress, and if ever any plan was debated, and if anything 
was ever made public—charges are still being made that because we 
were frank enough to present such a plan as this to Congress, that 
[ have been obsessed with the magnificent idea of creating a public 
power empire in the Southwest. We did not do so. In Texas, where 
we were able to make reasonable arrangements, the United States 
Government only owns 2 tag ends of line about 25 miles, and we 
serve our customers 300 miles from the Denison Dam by the displace- 
ment of power, no Denison power goes there, that would be foolishness. 
But Denison carries the company load from the dam, and the company 
ower Zoes to our customers dow n the re. 

Actually, right at this mmute we are putting 70 million kilowatt- 
hours a year of prime power into the Texas Light & Power system, and 
they are delivering to our customers for our account 54 million: they 
are delivering 14 million more prime power than we are delivering to 
them at this minute. 

Likewise we were able to contract in Oklahoma. At the time the 
contract in Oklahoma was approved by the Secretary of the Interior, 
the House of Representatives had given us $6 million in an appropria- 
tion bill to build lines in Oklahoma. That bill was pending before 
the Senate, and the Department of Interior, acting through appro- 
priate executive channels, recommended that that $6 million be stricken 
from the appropriation. We were following the comprehensive plan, 
which said we were to make a reasonable deal to do that. We nego- 
tiated over a period of 12 to 15 years with every utility company in 
the Southwest. I found at times during those negotiations that the 
instructions to me were to keep them negotiaing, but never sign a 
conract with them. 

It isn’t an ordinary business, the utilities business, it is just about 
the best football team that plays this business, and you are playing 
aguinst - Americans all the time, don’t think you are not. 

The area of the Southwest in which we operate has 375,000 square 
miles, oy » million people. It stands in the first 10 in the production 
of everything this country h: as except iron and coal. Weare now serv- 
ing in the Southwest with partial or total service of approximately a 
million and a half people, most of who live in rural areas or in very 
small towns. The effect of the Southwestern Power Administration 
in my judgment in the Southwest has been as spectacular as the two 
drops of liquid that were dropped in gas that produced the first 
natural rubber. An explosion occurred down there last year and the 
vear before. The Texas Power & Light Co., who had been in con- 
tract with us for 10 years, put in more gener ating capacity in 2 years 
than they had in their own system in 1947 when the vy signed the con- 
tract with us. We think that integration of this kind has been he ‘Ipful 
to the area 

We also found that certain GT cooperatives in the area, many of 
whom had planned and had started to build systems before World 
War II, wanted to complete their lines, and wanted a contract with 
the Government for integration in the same manner and to obtain the 

same results which were obtained through private utility contracts. 
I said—and under the policies—I am not going to be naive and tell 
you that there are not definite power policies, you can read it in the 
statement of the former Secretary, of course. He said, “Go out 
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and help these people plan any way they can to get power, encourage 
them to do these things.” under that—— 

Mr. Austin. You mean there is a change in that? 

Mr. Wricur. Certainly I mean there is a change. I would be a 
naive character if I didn’t recognize it. The policy now is—I am 
not critical of the policy, I will agree that I have to carry them out, 
do that or quit, I have one alternative besides carrying them out—that 
is the policy that that power provision is a local responsibility, that 
the Government should confine its efforts to the actual marketing of 
hydro power. I don’t say which policy is right. But under the first 
policy we actively participated with these people in the development 
of their system and plan. We didn’t do it without bringing it to 
Congress, and I guess we had a half a dozen hearings on it before 
we were through. The contracts, as you probably know, were liti- 
gated. I thought they were good contracts or I wouldn’t have recom- 
mended them. I testified to Congress this year that I still think they 
are good contracts. 

Mr. Austin. You are speaking there of the G. and T. SPA integra- 
tion contracts? 

Mr. Wrieur. That is correct. I think they went much further. 
T don’t think the contracts would have been made or would have ever 
been negotiated, nor do I think that I as Administrator of the South- 
western Power Administration would have ever undertaken them, 
had we been operating under a power policy where the local respon- 
sibility is the primary one for providing a power supply. I don’t 
think that is true, and I think that is a basic difference in policy and 


philosophy. It exists, and as far as I am concerned, that is all there 


is to it. 

Mr. Austin. I would like to ask you in this little setting of the 
stage to tell us of the experience you had in taking over the Grand 
River Valley Dam Authority in Oklahoma. I have seen that. on the 
record, what you said about it, at a congressional hearing. I think 
it would be of interest to these gentlemen, because that, to an extent, 
illustrates in some simplification the problems here. 

Mr. Wricur. The Grand River Dam project had just been com- 
pleted by an authority of the State of Oklahoma and was going in 
the red at the tune of $24,000 a month, and had accumulated a deficit 
of some $639,000, and only a small percentage of its power potential 
was being marketed, and that to a local private power company at 
1 mill a kilowatt-hour. The President of the United States seized 
that project, and I was selected to be the Government representative 
who went out and seized the project in the State of Oklahoma to devote 
it and its output to the defense ‘effort of the country, and to use its 
power supply for supplying munitions of war. The day I landed 
there, as I remember it, I called the Oklahoma Gas & Electric Co. and 
told them that the kilowatts of power being delivered to them were 
going to be cut off the next day at noon. I don’t know if you know 
it, but under this seizure I had almost unlimited authority, unless they 
undertook to pay a reasonable price for the power. 

So the next day the rate changed from 1 mill to 5 mills in the con- 
tract we had for the power. In very short order we were able to 
negotiate contracts for the service of aluminum plants in Arkansas, 
powder plants in Oklahoma, chemical plants in Oklahoma, and our 
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factories in Oklahoma, and in a short time utilized all of the capacity 
of this project firmed up. The project by itself could produce about 
18,000 kilowatts of firm power. We sold during the war an average 
of 55,000 kilowatts through firming up contracts with the local utility 
companies. After they found that we were going to wheel and deal 
on a fair and square basis, we were able to get contracts with them 
which firmed us up. And by buying a very small amount of power 
in 4 years—I believe $590,000 worth—$890,000, we bought $590,000 
in the worst year of record—we were able to sell $1,800,000 of power, 
and we were able to deliver 53,000 kilowatts instead of 24,000 kilo- 
watts, 96 percent of it directly to operations of war, and we proved 
beyond any shadow of doubt in my mind the absolute need of the 
sound business principles of integration of hydro with thermogen- 
erator anywhere hydro is built. I know the Columbia River is a great 
river, but it is possible to put enough dams on the Columbia River 
to use that water in 8 hours, in my judgment, and when they do that, 
then they will be used in the Columbia the greatest way they can be 
used. 

Mr. Austrn. The Grand River Dam in Oklahoma, the dam that 
you took over for administration purposes was another peaking dam, 
was it not, it was designed for peaking / 

Mr. Wricut. It was. It had installed 60,000 kilowatts and 14,000 
units, and it had a prime power output of 18,000 kilowatts. I im- 
mediately stuck 2 more units in it, it had holes for 2 more units— 
I didn’t put in 2 more; I tried to put in 2 more and the War Produc- 
tion Board stopped me, I just got 1 of them in. 

Mr. AusTIn. But the value of a peaking power dam is that it should 
be used for peaking power rather than the constant flow of the river; 
is that right? 

Mr. Wricut. That is correct. If you used it for constant flow 
of the river you would have your machines setting idle, you would 
never use them. 

Mr. Austin. How do you store electricity in big quantities ? 

Mr. Wrieut. The only storage battery I know of for electricity 
in big quantities is a storage reservoir. 

Mr. Austin. Behind a hydroelectric project? 

Mr. Wricut. That is right. 

Mr. Austin. What is the relative value of peaking power, firm and 
dump power, roughly, what is their relation one to the other ? 

Mr. Wricut. Anywhere from 8 to 15 times. 

Mr. Austin. Which is which; which is 8 and which is 15 ? 

Mr. Wricut. Well, you have that range, depending upon where you 
are and what the conditions are. 

Mr. Austin. I gave youthree. Would you identify them: peaking, 
firm, and dump. 

Mr. Wrieut. I would say in our area peaking power is worth any- 
where from 10 mills to 1414 mills. A dump power is worth anywhere 
from a mill and a quarter to 214 mills. 

_ Mr. Austin. And firm, what is firm worth down there—not what it 
is selling for at the moment, what you think it is going to be worth. 

Mr. Wricur. I think continuous energy in that area is going to go 
from about 7 mills to REA, anywhere from a mill to 2 mills higher 
than that for municipal use. 
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Mr. Austin. I hope we can get back to what that difference is. But 
let’s not go into that at the moment. How did you work the level to 
which you firmed the Grand River Dam? To what level did you 
firm that output ? 

Mr. Wricut. I firmed it from a use, they way we had it, of about 
24,000 kilowatts to 53,000 kilowatts, because we had a very high load 
factor. We served an aluminum plant which was an around-the- 
clock load, which was the last load in the world you ought to put on 
a hydro plant by itself. 

Mr. Austin. But from the standpoint of low year rainfall being 
low-level 

Mr. Wricrr. Well, firm power must be based on the lowest rainfall 
record, the lowest river runoff of record. 

Mr. Austin. Is that the basis of the loading that you did at the 
Grand River Valley ? 

Mr. Wrigur. The Grand River Dam by itself would have carried a 
load.of about 24,000 kilowatts, but because of many contracts with the 
utilities company which gave me the right to buy off-peak power, that 
is, power in off-peak hours, we never needed it. I was able to sell 
53,000 kilowatts. So I firmed jt up to the tune of 29,000 kilowatts, 
from 24 to 53. 

Mr. Austrx. Which in terms of years was actually to a high-water 
year, wasn’t it? You firmed it to a high-water year? 

Mr. Wricir. Yes, I ran it wide open. 

Mr. Austin. So you didn’t firm it to the lowest water year on record, 
or even to the medium; you firmed it to the high-water year, and it 
was a very successful operation; isn’t that r ight? 

Mr. Wrieur. That is correct. 

Mr. Austin. Let’s talk for a little bit about blood banking. 

Mr. Wriair. Let’s don’t do any of that here. 

Mr. Austrrx. Well, I like to use the term. IT am not too familiar 
with it. It makes me sound like I knew more about electricity. But 
I understand that in the business you are in you refer to blood bank- 
ing—you use the term “blood banking” when you are referring to 
letting one of the companies build up on which to draw, build up a 
lot of kilowatt-hours’ credit in SPA system, and then you give it back 
to them at a later time. 

Mr. Wricur. I have never done that, and I have never called it, 
and I don’t like the word “blood.” 

Mr. Austrx. I will certainly withdraw any connotation from it, and 
I will try not to use the word. Can we use the word “banking” ? 

Mr. Wrieut. “Banking” would be all right. 

Mr. Austin. According to newspaper reports, you have got all the 
water down there that you know what to do with in SPA territory. 
Am I correct in that ? 

Mr. Wrieur. I know what to do with it. T just turn it loose and 
let it do it in some sections. 

Mr. Austin. You have got lots of water down there, your dams are 
fuller than they have been in a long time. 

Mr. Wrieur. We have had a long drought, our dams are in the best 
shape they have been in years. 

Mr. Austin. Well, as of last August I believe that you had 15,- 
235,100 kilowatt-hours bank for the ‘account of the 2 Oklahoma com- 
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panies. Now, we took that from the record you furnished. That is 
correct; isn’t are 

Mr. Wricur. No, that is not correct, because when you refer to the 
term “banking,” ‘that isn’t what happens. We run out of water and 
couldn’t serve our customers, so the Oklahoma companies agreed to 
serve them for us if at some time later when we had water in the next 
5 years we would let them have the power at that time. That, to my 
mind, instead of banking is loaning. 

Mr. Austin. All right, let’s take it on that basis, then. In any 
event, we are correct, are we not, from your records, in stating that 
you owed them as of that time 15,235, 100 kilowatt-hours ? 

Mr. Wricurt. As far as I know, that is a correct figure. I don’t 
have it in front of me, but I am sure your research has been proper 
and complete. 

Mr. Austin. Are you returning this energy to them at the present 
time? 

Mr. Wricut. We returned some to them during this excess period 
of water which we have just had this last summer, yes. 

Mr. Austrx. How much of it? 

Mr. Wricur. | believe we returned about two-thirds of it, is my 
recollection. 

Mr. Austin. Youstill owed them 15,235,000 as of the end of August ; 
didn’t you ¢ 

Mr. Wricur. I believe we have returned two-thirds of it to them, 
so we may have owed them 45 million, 1 don’t know. They carried 
us for a long time. 

Mr. Austin. How much excess capacity at 44% cents per day and 
energy at 1 mill and a quarter are you selling to the 2 companies now 
out of this water supply ? 

Mr. Wricut. My memory is that we returned them 20 million of 
what we sold them, and we sold them about 10 million; we sold them 
nbout 1 to2. I can furnish that; I don’t have those figures with me. 

Mr. Austin. I would like to ask for them for the record, Mr. Chair- 
man. 

(The information referred to is as follows :) 

During the period from September 1954 to March 1955, the Oklahoma com- 
panies deferred taking 29,846,400 kilowatt-hours. At the end of September 1955, 
this Administration had returned 20,646,600 kilowatt-hours of the deferred energy. 
At the end of October 1955, this Administration had returned a total of 
22,664,000 kilowatt-hours, leaving a balance of 7,182,400 kilowatt-hours to be re- 
turned at a later date. 

You owed them kilowatt-hours, but you didn’t have to give them 
kilowatt-hours out of your excess capacity—in other words, they have 
the right to pull those kilowatt-hours at their choice; is that right 2 

Mr. Wricur. No, we have to be in satisfactory water condition, 
we have 5 years to give them back. 

Mr. Austin. You have 5 years? 

Mr. Wricnr. And believe me, I needed that when I borrowed it, I 
would have agreed to pretty near anything. 

Mr. Austin. How much excess capacity would you—would you 
identify excess capacity for us? I am not sure that everyone under- 
stands what you mean by it. 

Mr. Wricurt. I am not sure I know what you mean by it either. 

Mr. Austin. I believe it is a term that you use rather generally. 
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Mr. Wricut. Excess of capacity is above what? 

Mr. Austin. A minute ago I asked you the question, how much 
excess capacity at 414 cents per day an energy at a mill and a quarter 
per kilowatt-hour you were selling and you gave me an answer. 

Mr. Wricur. You mean above our present load? We have 96,100 
kilowatts of excess capacity, and a million hours. 

Mr. Austin. I asked you to define excess capacity. 

Mr. Wricut. I said excess capacity as I meant it was capacity above 
the requirements to serve the present commitments of the system. 

Mr. Austin. It is also capacity that is very closely akin to dump 
energy, I mean the energy from that capacity is closely akin to it 
except that dump is pretty much intermediately interruptible, whereas, 
with excess capacity you can tell the company that they have it for a 
reasonable period of time, you can tell them ahead of time when they 
‘an get it, but it is a power that you don’t contract for year in and 
year out. 

Mr. Wricut. That is correct. 

Mr. Austin. How much of that excess capacity and energy are you 
selling at the price that I just referred to, 414 cents a day and a mill 
and a quarter per kilowatt-hour, how much of that are you selling to 
the co-ops and the G. and T.’s, and the preference customers down 
there at the present time? 

Mr. Wrieut. All they want to buy. And they don’t want to buy 
any. 

Mr. Austin. Are you selling any of it? Have they asked you? 

Mr. Wrieut. No. 

Mr. Austin. I will ask you to reconsider that answer, and think it 
over. 

Mr. Wricur. I know we are selling co-ops down there all the power 
and energy that they need. 

Mr. Austin. But that is under the firm contract, that is under the 
mill and a quarter power; isn’t that right ? 

Mr. Wricur. It isn’t any 4% cents a day—you say 414 cents a day 
and a mill and a quarter—that happens to be an average of 7 mills a 
kilowatt-hour. 

Mr. Austin. Not when it is purchased on a basis that they have it 
just when they want it. 

Mr. Wriaur. Yes, it is. 

Mr. Austin. Your excess power rate is based on 41% cents a day, 
not a dollar and a quarter a month; is that right? 

‘ Mr. Wricut. If I multiply 414 cents by 28 days a month, I get 
1.25. 

Mr. Avustry. But you don’t have to buy it by the month? 

Mr. Wricur. They don’t have to sell it. 

Mr. Horrman. Mr. Chairman, as a member of the subcommittee, 
I am entitled to have a record made, and I think they are going too 
fast for the stenographer. 

Mr. Cuuporr. Will you both slow down? 

Mr. Austin. Mr. Chairman, I would like to ask that Mr. Wright 
be instructed to wait until I ask the question, and I will most cer- 
tainly wait until he finishes. 

_ Mr. Cuuporr. I think you are both doing the same thing, you are 
interrupting Mr. Wright before he finishes, and if both of you will 
just slow down, we will get along better. 
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Mr. Austin. I believe that you signed the letter amendment dated 
December 3, 1954, to the Oklahoma contract providing for a banking 
of energy for the companies’ account. Now, that really was an offer 
from you to the companies, wasn’t it / . 

Mr. Wricut. No, sir; I didn’t sign a letter to the Oklahoma com- 
panies on December 3 providing for banking of energy for the com- 
panies’ account. What I did do was sign a letter to the Oklahoma 
companies on December 3 providing the Oklahoma companies would 
loan me energy if I ran out of water again. In scheduling energy 
we allow people sometimes to defer or anticipate energy, but 
we do not go into a situation where you don’t figure it is a bilateral 
proposition. 

Mr. Austin. Mr. Chairman, I would like to ask that since there is 
quite a dispute as to the meaning of this, that we put it into the reeord— 
first, I would be happy to have you take a look at it, you supplied 
it to us, and see if this isn’t what you have in mind. I think that is 
your copy. 

Mr. Wricur. I would be very happy to have you put it in the record. 

Mr. Cuuporr. Let it be so introduced. 

(The letter of December 3 to the Oklahoma companies is as follows :) 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHWESTERN POWER ADMINISTRATION, 
Tulsa 1, Okla., December 3, 1954. 
Re Contract No. Ipsa 356-8. 
PUBLIC SERVICE COMPANY OF OKLAHOMA, 
Tulsa, Okla. 
(Attention of Mr. R. K Lane, President. ) 
Oklahoma Gas & Electric Co., 
Oklahoma City, Okla. 

(Attention of Mr. Don §S. Kennedy, president.) 

GENTLEMEN: Because of the prolonged drought in the southwestern area of 
the United States, the water supply in the hydroelectric reservoir projects from 
which the Southwestern Power Administration (hereinafter referred to as the 
“Government”) markets electric power and energy is rapidly approaching the 
critical point with respect to system load requirements. 

Section 3.1 of the Agreement of July 13, 1950 (Ispa—356), (hereinafter referred 
to as “SPA Contract”) between the Government and the Public Service Com- 
pany of Oklahoma and the Oklahoma Gas and Electric Company (hereinafter 
referred to as the “‘Companies’”) provides, among other things, that the Govern- 
ment shall sell and deliver to the Companies each month electric energy in an 
amount equal to 200 times “Capacity for Schedule by Companies”. As a means 
of assisting the Government to meet its system load requirements during critical 
water shortage, the Government has requested the Companies to defer the 
scheduling and receipt of energy due them under the provisions of the said 
Section 3.1. 

Therefore the Companies and the Government agree upon the following Supple- 
mental Agreement to the said Agreement of July 13, 1950, as follows: 

“(a) During the period from 12: 01 a. m., September 23, 1954, until 11: 59 p. m., 
December 31, 1955, the Companies may from time to time, by mutual agreement 
of all the parties hereto confirmed promptly in writing, defer the scheduling and 
receipt of all or part of the electric energy due the Companies under the provi- 
sions of Section 3.1 of SPA Contract (hereinafter referred to as ‘deferred 
energy’), subject to the following terms and conditions: 

“(1) A deferred energy account shall be established and maintained by 
the Government. 

(2) Deferred energy shall be held by the Government, for the account 
of the Companies, at the risk of Government with respect to the spillage or 
loss of water. 

“(3) Deferred energy shall be delivered to the Companies at such times 
and in such quantities as will best meet the Companies’ requirements, sub- 
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ject to (i) the limitations of the Government’s then available hydroelectric 
generating capacity (not including Blakely Mountain Dam), and (ii) the 
obligations of the Government under present existing contracts and under 
contracts now being negotiated with N. W. Electric Power Cooperative, Inc., 
Central Electric Power Cooperative, KAMO Electrie Power Cooperative, 
Inc., Western Farmers Electric Cooperative, Sho-Me Power Cooperative, 
and M & A Electric Power Cooperative. 

“(4) Deferred energy held by the Government for the account of the 
Companies shall be scheduled by the Companies and delivered by the Govy- 
ernment within four years after the dates of such deferments: Provided, 
That if, through no fault of the Companies, deferred energy held by the 
Government for the account of the Companies is not delivered to the Com- 
panies with four years after the dates of such deferments, the Government 
shall pay to the Companies, in lieu of delivering such deferred energy to the 
Companies, an amount equal to seven (7) mills per kilowatt-hour for each 
kilowatt-hour of such deferred energy then owing by the Government to the 
Companies. 

“(5) The provision of this Subsection are conditioned and contingent upon 
the Congress making necessary appropriation for expenditures hereunder. 
If such appropriation as may be necessary to carry out this Agreement is 
not made, the Companies hereby release the Government from all liability 
due to the failure of the Congress to make such appropriation.” 

The deferment of energy by the Companies, as outlined above, will be of mate- 
rial assistance to the Government in meeting its system load requirements during 
this period of critical water shortage. If the arrangements are satisfactory to 
the Companies, please sign below and return four executed copies. 

Very truly yours, 

/s/ Doveras G. WRIGHT, 
Administrator, Southwestern Power Administration. 

Dee — 1, 1954: The foregoing arrangements are satisfactory to the Public 

Service Company of Oklahoma and the offer is hereby accepted and agreed to. 
PuBLIC SERVICE COMPANY OF OKLAHOMA, 
By /s R. K. LANE, President. 

December 2, 1954: The foregoing arrangements are satisfactory to the Okla- 

homa Gas and Electric Company and the offer is hereby accepted and agreed to, 
OKLAHOMA GAS AND ELECTRIC COMPANY, 
By /s/ W.B. GESELL, Vice President. 

Mr. Horrman. Do you have one for us? 

Mr. Austin. I just have one he supplied us. 

Mr. Horrman. It isn’t up to us to get statements. We just want 
to look at. it. 

Mr. Austin. Do you have other copies here ? 

Mr. Wricur. I do not. 

Mr. Cuvuporr. If you decide you want a copy, let me know, and we 
will have it made for you. 

Mr. Horrman. I just want to see it. 

Mr. Austin. In section 3 there is this statement: 

Deferred energy shall be delivered to the companies at such times and in 
such quantities as will best meet the companies’ requirement subject to your 
outstanding contracts at the time and commitments to the G. & T.’s. 

I think I read it correctly. Would you care to check up on that? 

Mr. Wricur. I don’t care to check up on it, but I would like to 
answer your question by reading the first paragraph. The first para- 
graph of this letter, which is addressed to the two Oklahoma com- 
panies, says this: 


Because of the prolonged drought in the southwestern area of the United 
States, the water supply and the hydroelectric reservoir project from which the 
Southwestern markets electric power and energy is rapidly approaching a 
critical point in respect to system load requirements. Section 3.1 of the agree- 
ment of July 30, 1950, between the Government and the Public Service Company 
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of Oklahoma and the Oklahoma Gas & Electric Co. provides, among other things, 
that the Government shall deliver to the companies each month electric energy 


in an amount equal to 200 times capacity for schedule by companies. As a 
means of assisting the Government to meet its system load requirement during 
critical water shortage, the Government has requested the companies to defer 
the scheduling and the receipt of energy due them under provisions of this said 


section. Therefore the company and the Government agree upon the following 


supplemental agreement: 
During the period from 12:01 a. m. September 23 until 11:59 p. m. December 


21. 1955, the companies may from time to time, by mutual agreement of all the 


parties hereto confirmed in writing defer the scheduling and receipt of all or 
part of the electric charge due the companies under the provisions of section 3.1 
of the SPA contract, subject to the following terms and conditions. 

Then one of the conditions which you just read is that the loan 
made from the companies would be repaid. 

Mr. AvstTIN. Keep it jus st 1 second, because I wish to re: ad one more 
condition. There is one other provision in that contract, is there not, 
that Says: 

Deferred energy held by the Government for the account of the companies 
shall be scheduled by the companies and delivered by the Government within 
4+ years after date of such deferments. 

Mr. Wricurt. I believe that is right. I think I said 5 years a while 
ago, we had one with the Arkansas Power & Light Co.., and I believe 
it was 5—4 years is correct. 

Mr. Austin. Mr. Wright, the thing that we wanted to ask you about 
on that particularly, you could only deliver that back when the com- 
panies want it; isn’t that right? 

Mr. Wricut. That is right. They would have liked to have had it 
when they had it coming in the first place, they would have liked to 
have received it when they had it coming under their original contract. 
They served my customers with power, but I didn’t give them power. 

Mr. Horrman. You didn’t ? 

Mr. Wricut. No; they agreed to give it until I had it, they helped 
me through a drought. 

Mr. Horrman. You mean the private power company did it? 

Mr. Wricutr. Yes; I mean it. 

Mr. Horrman. There is something wrong somewhere, Mr. Dawson. 

Mr. Austrx. Regardless of how much water you have spilling over 
the dam at any one moment, you can’t return that power to them until 
they want that particular power returned; isn’t that right, Mr. 
Wright ? 

Mr. Wricur. That is correct. 

Mr. Austin. Also, I believe, in section 2 that the phrase—I don’t 
have it written here—but it is to the effect that deferred power is—the 
water is held at Government risk against spillage and loss of water for 
the 4 years. 

Mr. Wricur. That is correct. 

Mr. Austin. In other words, you take all the chances on the water 
spillage. 

Mr. Wricnr. I am the guy that ran out of power in the first place, 
remember, 

Mr. Austin. Now, if they don’t take this excess water that you have 
in deferred energy at the present time—you say they are buying some 
of this excess capacity from you; aren’t they? Didn't you say that a 
moment ago 4 
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Mr. Wricut. That iscorrect. Weare selling them, and giving them 
some back on the deferred account which they negotiated. 

Mr. Austin. So that even though you owe them power and are in 
condition to give it back to them, they can go ahead and purchase 
power at the excess power rate, instead of taking back what you owed ? 

Mr. Wricut. At the excess power capacity and energy rate, which is 
the same as the firm rate. 

Mr. Austin. That is the 414 cents per day, and mill and a quarter 
per kilowatt-hour. 

Mr. Wricur. Yes, sir. 

Mr. Austin. But it boils down to this, doesn’t it, that they buy this 
energy of you when it is available, especially September to April 
during the winter months, or may be even May, and then they will take 
al the excess ener gy available from you in May, June, July, and 
August, and then supplement their need with deferred energy during 
the next 4 years; isn’t that right? 

Mr. Wricut. No; they haven’t done that. And I think if you read 
section (a) you will find that during the period from September 23, 
1954, until December 31, 1955, the parties deferred the schedule G and 
agreed that this return may be made by the Government any time in 
4 years, when it has in its own judgment the power and energy to do it. 

We don’t want them to freeze us in July and August, and I assume 
that is what you have in mind, that they are going to give us a rough 
treatment. We will just tell them that we haven’t got the water to re- 
turn at that time. And that would usually be a pretty true statement. 

Mr. Austin. You have a clause in there that— 

Deferred energy shall be delivered to the companies at such times and in such 
quantities as will best meet the companies’ requirements, subject to your outstand- 
ing contracts at that time and commitments to the G. and T.’s. 

In other words, it isn’t at your convenience, it is at their convenience; 
is that right? 

Mr. Wricenr. I think that is right, except with this reservation. 
We have got 4 years to return this electric power and energy. Some- 
time during this 4 years we expect to have a water condition where we 
aren’t going to get hurt in returning it. Now, when a man is drown- 
ing, and he can find some guy that will throw him a lifeboat, and 
he will throw it to him and tell him that all he has got to do is throw 
one back in 4 years, he is very likely to take his deal. 

Mr. Austin. And another part of this deal which you may have 
been forced to take, Mr. Wright, but another part of it, if at the end 
of 4 years they haven’t wanted it, the Government is obligated to 
pay them 7 7 mills per kilowatt-hour for the energy that is still to their 
credit in the bank, isn’t that right? 

Mr. Wricur. That is cor rect, because they have already paid 7 
mills for the power they didn’t get ; we are just going to give them 
their money back. 

Mr. Austin. In connection with the aluminum company contract 
with the Arkansas Power & Light Co., they have a credit as of the 
end of August of 217,653,100, according to our reading of the infor- 
mation you furnished ; is that right? 

Mr. Wricur. I don’t know the exact amount, but I have an idea that 
whatever you said is right. 
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Mr. Austin. We will be subject to correction, but we are not mis- 
leading you intentionally. What are the conditions under which 
that power is to be returned to the Arkansas Power & Light Co.? 

Mr. Wricut. Very similar to the conditions under the Oklahoma 
thing, except that I think we have 5 years. And in that case, if we 
do not return it to them, I believe the payment is 5.2 mills, or what- 
ever the rate is under that contract. In other words, we again return 
the money that they have already paid to us, and if they don’t ever 
get the power we are going to return their money; that is what is in- 
tended in the contract. And it looks very much like they are not 
going to take it back, not going to be able to use it, and are not going 
to want it, and we are going to have to return some of their money. 

Mr. Austin. There is a little difference in wording, is there not, in 
that contract? Don’t you have words to the effect that that power 
will be redelivered to them at times and in quantities as will best fit 
under the companies’ peak-load curve ? 

Mr. Wricut. I imagine that wording is in there; yes, sir. 

Mr. Austin. That isn’t in the other contract. 

Mr. Wricut. No; the other one says just the condition which best 
suits the company, which means the same thing. 

Mr. Austin. It means the same thing, except this is a little more 
spelled out; says this is to be returned when it will be of the greatest 
value to you. 

Mr. Wricut. These lawyers all have pride of authorship. 

Mr. Austin. In other words, the Arkansas Power & Light, to take 
that whole thing on your summer peak, as long as they—— 

Mr. Wricut. If we were able to return it. The decision of whether 
we have got to return it is with us, because we now have a long-term 
contract with the Arkansas Power & Light Co. by which we can 
reduce their take of 360 million a year by 110 million anytime we 
have a critical water shortage—in other words, that company also has 
agreed that if the Government hits a critical water period, that they 
will reduce their demand upon the Government for firm power by a 
little less than a third, about 30 percent. 

Mr. Austin. You have returned some of that power to them this last 
summer, have you not? 

Mr. Wricur. I think we have. We have been trying to cram it 
down everybody’s throat, because we had a lot of extra power. 

Mr. Austin. Actually they took it this summer in your months of 
April, May, June, July, and August—That is your heaviest season of 
demand down there, isn’t it?—and you had it for them. But that is 
still peak season, is it not ? 

_ Mr. Wrieut. That is correct. Our heaviest peak load down there 
is July, August, and September, when you have air conditioning and 
cotton ginning. 

Mr. Austrx. How were the reservoirs down there in the early part 
ofthesummer this year? Were they clear full ? 

Mr. Wricut. Well, we started getting water in the earlier part of 
the year in some of them. 

Now, the reservoirs have proved the diversity that I talked to Con- 
gress about. All through this 3-year job, believe it or not, we sold 
dump power from Denison every year. The other reservoirs in the 
area were in a low condition. At the time Bull Shoals Dam was down 
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50 or 60 feet, we were selling dump power from Denison. We sold the 
dump ourselves at that time, and carried the Bull Shoals load with it. 

But all other reservoirs in the area except Denison were in pretty 
bad shape. I don’t remember when we started getting water, but 
whoever prayed for us, lam grateful. 

Mr. Austin. Mr. Wright, did this somewhat lack of control over 
the pulling back of the. power that is credited on your books to 
A. P. & L. and the Oklahoma companies have any effect on your ability 
to serve the other customers down there ¢ 

Mr. Wricut. No, because if it had had any effect, we wouldn’t give 
it back to them. 

Mr. Austin. Are you free to take on new loads committing power 
that is not heretofore committed / 

Mr. Wrigur. Yes, sir—lI am doing it. 

Mr. Austin. I had a phone call earlier today from a community, the 
community of Paris, Ark., and they tell me that—you would be more 
familiar with this than I am—Paris, Ark., is a relatively small com- 
munity; they have their own municipal generation as well as their own 
municipal distribution system. And they are in bad shape, for what 
reason I don’t know, and it is unimportant at the moment. They are 
just a mile and three- -quarters away from the Oklahoma Gas & Elec- 
tric Co.’s line, which is one of the Oklahoma companies to which you 
referred a moment ago; is that not correct ¢ 

Mr. Wriaur. That is correct. 

Mr. Austin. They have been asking you for power to help them out, 
and at the moment they are so short of power that in that small com- 
munity they can’t turn ‘tee street lights on until their evening peak of 
cooking and the usage around the ‘homes goes down a little. bit, that 
they are using everything they have got in ‘the way of gener: ation, and 
if this unit goes out they will simply be completely without power. 
And the information that I had over the telephone—which is to be 
supplemented by more complete information as soon as they can get 
it to us—was that they had negotiated with you, but that you were 
unable to give them any help, even though O. G. & E. is a company 
with which you have a wheeling contract—— 

Mr. Wrigur. Interchange contract. 

Mr. Austin. Interc change contract—that that interchange contract 
has provisions whereby they do take care of preferenti: u customers 
with SPA power. Can you give us some more of the picture, Mr. 
Wright ¢ 

Mr. Cuuporr, Before you answer that question, I also received a 
telegram from Congressman Trimble, who represents that city in 
Arkans: as, and he gave me the same information. He just wanted 
to get it in the record that he is interested in this problem. 

Mr. Wricur. Yes, sir. I met with him and the mayor and the city 
council last week. The situation is roughly as you have outlined it. 
There ought to be a little background. 

The city of Paris at one time had a contract with the Southwestern 
Power Administration, and if they had seen fit to proceed under it 
they would now have electric service. They are sorry they made the 
wrong decision. They have said so. And that has nothing to do 
with whether they need it now. They do need it. Their situation is 2° 
desperate as you have outlined it. 
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We could, under the Oklahoma contract, request the Oklahoma com- 
pany to deliver for the account of the Government the power and 
energy required by the ¢ itv of Paris, which would be 1,000 kilowatts, 
and such energy as they required to go with their own generating sta- 
tion, and the ¢ Oklahoma company would then advise us whether or not 
they would deliver it where we had requested it, which would be at the 
substation of the city municipal plant, or whether or not they would 
consider that excessive and deliver it at the nearest point on their line 
which the city could build to. But since it is only a mile and quarter 
from the plant and actually, I believe, in the city limits now, that serv- 
ice could be rendered them, if we didn’t have another problem. 

Now, I sat for 814 hours before an Appropriations Committee and 
— that all of the trouble we have got into in the Southwest, or most 
of it, is caused by Congress. And I haven’t changed my mind a bit. 
My aan job has been to find out what is the intent of Congress, be- 

cause it changes about every 2 years. We started off on an appropria- 
tion to do a certain thing, and then a congressional committee tells 
us that it is their intent now that we drop th: it and don’t go any further 
with those contracts. And the next Congress comes along and says, 
“We didn’t mean that, take off with them again.” And then another 
Congress comes along and says, “Stop, we don’t do that any more.” 

So the Department of the Interior, which is now being asked what 
we did with our stewardship in the Southwest, has mainly been try- 
ing to reorient our power program to keep up with the direction that 
Congress says they intend us to go. 

Now, the most recent of the 2 changes occurred, I believe, in the fis- 

cal request for fiscal year 1954, when the past administration and the 
new administration sent the budget up here for $5,600,000 and some to 
implement the lease operating contracts. The new administration 
didn’t like the contracts, but they said the Government has the re- 
sponsibility, “We have got to have this money to do it. 

Congress said, “No, we don’t want you to do that. 

Now, I have a peculiar respect for Congress. They are my board 
of directors. That is the way I operate. And when they tell me I] 
don’t want to do something, then that is when I stop doing it. They 
said, “We don’t want you to spend a dollar implementing these con- 
tracts.” I had line crews out on those lines, and at midnight on June 
30 Thad to have them out of there the next morning, on July 1. I 
took them out. 

The Congress said, “We want you to negotiate alternate contracts 
in lieu of the contracts you have.” And the Secretary of the Interior 
undertook personally to do that. And as Mr. Aandahl testified to 
you, he led the negotiations. And I will tell you now—and I have 
been in the Government much longer than the present administration, 
I have been in 25 years—I will tell you now I have never seen a man 
work as hard on anything or make as many concessions to he did trying 
to get these alternate contracts. 

Mr. Horrman. Who are you talking about? 

Mr. Wrieur. Secretary Aandahl of the Department of Interior. 

Mr. Horrman. That is the same gentleman Mr. Chudoff was talk- 
ing to earlier in the day ? 

Mr. Wricur. That is correct. 

The alternate contracts were directed by the Congress. 
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Now, we were unsuccessful in getting any alternate contracts. We 
had some rather unusual experiences during the negotiation. I sat 
in negotiations where the Government and the companies were nego- 
tiating contracts regarding a cooperative, and I didn’t like it because 
I thought some day I might be in front of a committee like this. I 
protested that the Government and the company should sit down and 
renegotiate a contract relating to a cooperative. And I was advised 
by the co-op that the company represented them and was to do the 
negotiating for them, and a good part of the time the company repre- 
sented the cooperative involved and did their negotiations. 

So in trying to reach the alternate contracts with the Southwest we 
just couldn’t get an agreement and reach an agreement of minds. 

Mr. Austin. Could I interrupt? I would still like to get back to 
this Paris, Ark., situation. 

Mr. Wricur. [am going to try to get there, because what I am going 
to tell you is that, as the Secretary says, in these alternate contracts, 
in order to make them work we committed to the generating and 
transmission cooperatives all of the power and energy we had left, 
which was 130,000 kilowatts, including the Blakely Mountain Dam. 
We told even our customers we had that we couldn’t handle their load. 
I have asked the Secretary a number of times, “Mr. Secretary, do 
you think we have this G. and T. problem to a point where we can 
release any of this 130,000 kilowatts to anybody?” 

His position has been that he does not feel that the Department 
can release any of that yet. He has it under active consideration now. 
Perhaps developments in negotiations on these amendments will be 
such that we can release it in the near future. But unless that 130,000 
kilowatts is released I cannot handle the load growth of present custo- 
mers, much less a thousand additional kilowatts for new customers, 
the city of Paris. 

I love Jim Trimble, and I would like to do anything I could for the 
city of Paris, but unless we have a release from our commitment and 
the generating and transmission contracts at 130,000, I have no power 
and energy for them. 

Mr. Cuuporr. Mr. Austin, I just want to make an announcement 
before you ask the next question. Since it appears that we are running 
considerably behind schedule, because of the fact that members of 
this subcommittee have commitments back in their own districts for 
next week, in order to finish up here by tomorrow evening, we are going 
to find it necessary to have a night session. I say that so the press 
will know about it and the witnesses can make their arrangements here 
tonight. We will recess promptly at 5 and reconvene promptly at 7, 
and try to cover as much ground as we can tonight. 

Mr. Austin. Is it true that if you have all of this water down there 
now and if you have been able to make arrangements whereby you 
can give back these bits of power that have been loaned to you when 
you needed it, but in a manner to fit best into the load curve of the 
Arkansas Power & Light and the other companies, it is still impossible 
for you to give the 1,000 kilowatts necessary on any basis whatever to 
the town of Paris? 

Mr. Wrieur. I think it is impossible because at the present time 
in giving it back to the Oklahoma companies I am utilizing part of 
this 130,000 kilowatts that is retained for the G. & T.’s, and the minute 
the G. & T. situation is such that they require it or it is required in 
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the solution, I stop giving it back to the companies under the ere ion 
that if I need it for the "load of my system, I am under no obligation 
to give it back. 

Now. if I gave it to Paris, Paris isn’t interested in it this year when 
[ have got plenty of water; they may be interested in 3 years from now 
when I have no water. 

Mr. Acsrix. But in any event, Paris, a preference customer, 1s 
unable to get the same treatment that you are according the return 
of a P. and L. power and the Oklahoma Co. power. 

Mr. Wricurt. I will sell Paris interrupti ible power for four and a 
half cents a kilowatt and interrupt it any time I need it for something 
else. 

Mr. Austin. But that is not the way you agree to return this other 
ower ? 

Mr. Wricut. Yes; I will agree to give it to Paris on their load peak 
or at any other time, but 1f I need it for my system, then I don’t have 
it to give to Paris. 

Mr. AUSTIN. et your contract with the Oklahoma companies 
doesn t vive you that right to stop them / 

Mr. Wricut. Yes; it ee 

Mr. Ausrin. It is only with their prior commitments. 

Mr. Wrigut. I think it does give the right. 

Mr. Horrman. Wait a minute, now. He answered it 

Mr. Austin. I believe he did not wait until I had finished the 
question. 

- Mr. Horrman. You were doubling up again. 

Mr. Cuvporr. They were both talking before they should. 

Mr. Wricur. I apologize to the committee. 

Mr. Avstrx. Mr. Wright, in refusing to take care of the load growth 
of the preference customers down there, it is actually having two 
effects, isn’t it? 

One, that it is not giving power to the preference customers. By 
your refusing to take care of the preference customers in their load 
growth, you are taking power away from them, and in effect, giving 
it to the nonpreference customers. 

Mr. Wricut. No, sir. 

Mr. Austin. Well, you have said at the moment that you have sent 
out word to all of the preference customers to look elsewhere for addi- 
tional power, isn’t that correct ? 

Mr. Wricur. That is correct, additional long-term power. 

Mr. Austin. Yes, but you do have more sivas coming into SPA 
system. You have other dams, you have other power that is coming 
in from time to time. You are not the moment selling all of your 
power to the preference customers up to even an average water year, 
are vou! 

Mr. Wricur. No, but—— 

Mr. Horrmaan. Mr. Chairman, I make a point of order. He has 
got two questions there in one again. They ean’t be answered by a 
single answer. ' 

Mr. Cuuporr. That is not unusual. I sometimes ask three mvself. 

Mr. ee I know, but that doesn’t make it ah it. ; 

Mr. Cruvporr. Mr. Austin, will you try for the reeord. so we ca 
keep things straight, to limit your questions to one at a time. We 
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all make that mistake, I do it, Mr. Hoffman does it, but we should 
not, so will you try to just ask one question at a time, so it does not 
require three answers. 

Mr. Avsttn. In addition to that, the preference customers then 
must look elsewhere for their additional power needs to take care of 
their load growth? 

Mr. Wricut. That is correct. 

Mr. Austin. And that additional power is available to them, since 
they have no generation themselves, available to them from the com- 
panies with which you have exchange agreements and other power 
agreements, SPA, for the most part ? 

Mr. Wricut. That is correct. 





+ 


Mr. Austin. And those companies for the most part will only give i 
them their excess needs on relatively long terms and rather high : 
rates; isn’t that correct ? ; 

Mr. Wricur. No, sir. ; 

Mr. Austin. Will you explain your answer then ? ; 

Mr. Wricut. Yes: I will. I sat in a conference with the city of ; 
Wetumka and the city of Skiatook in the office of the president of : 
the Public Service Co., at which time he offered to furnish this q 
additional power at his published rates for such service, either on an ‘ 
annual basis or on a standby basis, on a standby annual basis or on q 
a term contract, and the applicable rate in either case. The city of : 
Wetumka took such a standby contract. é 

Mr. Austin. What was the applicable rate in kilowatts, Mr. a 
Wright ? j 

Mr. Wricut. T would guess that the rate for that standby power 3 
on an annual basis would approximate 12 mills a kilowatt-hour. 4 
I »m not sure. : 

Mr. Austin. Any rate that was offered them was considerably 4 
higher than the rate that Skiatook is paying SPA for power? ‘ 

Mr. Wrienr. That is correct, but they would only have to buy d 
that standby power until this additional power that you say I am : 
getting from time to time comes in. 4 

Now the next time is going to be when Table Rock comes in, which * 
is going to be 1960. There hasn’t been a new dam started in the 4 
Southwest except Table Rock in the last 7 or 8 years. The next | 
power I am going to get will be about 1965. 4 

Mr. Austin. You mentioned, I believe in your earlier statements, § 
Mr. Wright, that there had been some changes in policy, and that : 
you had had to go along with them. 4 

I believe you mentioned that this was one of the changes in policy, : 
that prior to this you had been able to work with these preference ; 
customers and tell them that you would try to work their new con- : 
tracts and the scheduling of additional power requirements for them j 
into the scheduling of new power from the new dams. j 

Now those aren't your words, but didn’t you give us that idea? : 

Mr. Wrieut. I think I gave the committee the idea that we would i 
do everything we could, but it wasn’t the new policy that changed i 
this. It is when Congress said, “You no longer have a right to carr y 4 
on your contract with, the generating and transmission cooperativ es,’ ; 


and when I lost 85,000 kilowatts of fuel burning generation that had 
been calculated in my power resource. 
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Actually if you want to know what it meant, that total power hydro- 
electric resource that we have in the Southwest, 1 would like to give 
it to you. We have a total of 1,492 million hours of which 627 mil- 
lion comes from these 3 steam plants. Now for 2 years we had that, 
we counted on it in supplying our load. 

Then Congress said “No. ” And actually they said it almost the day 
when the money expired, so we almost had to get off of it that night. 
So that the resource of thermo generation which we had been calcu- 
lating in our marketing program had to be thrown on the hydro re- 
source, and we were able to buy on an interim basis from these coop- 
eratives not power for a long term or a long-term plan, but only for 
3-month intervals. 

The first interval I believe was 8 months, so that we lost out of a 
total of calculated availability almost a third of the energy we had 
been counting on. 

We attempted to reorient our program through these alternate con- 
tracts, Which were unsuccessful during this interim period, so that the 
attempts to handle and the values of integration between the hydro 
-ystem and these steam plants were lost to us in handling this load 
growth. 

Now the minute we get loose from this 130,000 kilowatts or get this 
G. and T. program solved, we will be able to again plan our load growt!h 
and move with it to the extent that Congress sees fit to build these 
projec ee. 

But one of these d: avs you are going to have all the hydro projec ts 
built. and then what are you going to do for load growth / It is quite 
a problem. 

Mr. Austin. Mr. Wright, the 85,000 kilowatts of steam that you 
referred to, that is the capacity of these generation and transmission 
associations, that now is back integrated with you; is that not correct ? 

Mr. Wricur. Yes, it is back integrated with me, but we still have 
as a problem amending the contracts to carry out the intent of Con- 
gress. And quite frankly I testified before the Senate committee that 
~ or 3 of those intents may raise a question in the mind of the Comp- 
troller General. 

Mr. Austin. But in any event, you do have that 85,000 capacity 
at your disposal for routing now ; do you not? 

Mr. Wricur. Until Congress has some new intentions, I do. 

Mr. Avsrix. Wasn't there another G. and T. contract that was 
originally made between a generation and transmission association in 
Arkansas than the ones that are in effect now ? 

Mr. Wrieutr. Yes, there was. ‘There was a similar contract to these 
others made with the cooperative in Arkansas, and that contract pro- 
vided that if they didn’t have their system completed by January 1, 
I believe it was 1955—anyway, the date has passed—that the contract 
was null and void. 

The Supreme Court of Arkansas stopped the co-op from carrying 
out its obligations under that contract, and that date passed. Subse- 
quently the legislature of Arkansas I believe has empowered this co-op 
to go on and do those things by special legislation. But we have no 
contract with them now. 

Mr. Austin. But they were to build a plant of what size; do you 


recall, Mr. Wr ight ? ; 
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Mr. Wricur. Yes, 30,000 kilowatts I believe was the size of the 
plant. 

Mr. Austin. They have been laying plans for a 100,000-kilowatt 
plant; haven’t they ? 

Mr. Wricut. Yes. Power needs have grown a lot since those days. 

Mr. Austin. Couldn’t you use that 100,000 on your whole SPA sys- 
tem? Wouldn't it come in pretty handy to have that much more steam 
available ¢ 

Mr. Wricur. No; I don’t think it would because we have had such 
realinement of our program I know we couldn’t use 100,000 kilowatts 
of steam until we got the Table Rock Dam completed, and until we 
probably put two more units in Bull Shoals. We are going to have a 
pretty good job swallowing the steam we have got now up ) until that 
time. 

Mr. Avsrix. But it would take a little time to get that 100,000-kilo- 
watts built too; would it not ¢ 

Mr. Wrienr. That may be, but I am getting kind of gun shy. I 
don’t like this change in directions this fast. I am kind of a steady 
old boy, like to plow a pretty long row. 

If Congress wants this type ‘of thing, this type of contract con- 
tinued, as I told you, and as the Secretary has testified, he does not 
favor that type of contract, Iam sure that he would not allow me to 
enlarge upon the scope of those we have, certainly until they are 
proven and until Congress lets them go long e1 nough to know we are 
going to be allowed to go aw hile. 

Mr. Austin. In the meantime you don’t have 1,000 kilowatts here 
for Paris nor the 250 for Skiatook ¢ 

Mr. Wrieur. I have 130,000 kilowatts of power that has been re- 
served for the solution of the generating and transmission picture, 
but there is not enough solution of that picture in the mind of the 
Secretary that he is willing to withdraw that commitment and allow 
me to use some of it to serve the town of Paris on a permanent basis. 

Mr. Austin. So that your problem is getting the Secretary, did you 
say? 

Mr. Wricnr. Yes; Assistant Secretary Aandahl, who is the man I 
work for. 

Mr. Austin. Getting Mr. Aandahl to work it out so that you can 
nse some of the power you have; is that right ? 

Mr. Wrienr. Either get the problems of the generation and trans- 
mission cooperatives solved to the extent—we know we have some 
surplus power because certain solutions of those would take all the 
power we have. 

You know, these cooperatives got to the point among themselves 

where each one of them was trying to get all we had, and leave the 

othen ones out. 

Mr. Austin. In the matter of this steam plant that the Arkansas 
G. and T. group wanted to build, you stated that their contract said 
that if they did not have it built by whatever the date is, you thought 
it was January 1, 1955, that it was of no effect and that the date is 
past. 

Was any consideration given to renewing that or to increasing the 
date, in light of the fact that it hadn’t been their fault individually, 
they handn’t been negligent, they had been caught with some litiga- 
tion, you said? 
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Mr. Wricur. No; the litigation was over and there no law at that 
time authorizing them to do this at all, so they couldn’t have even 
entered into a new contract if we had been willing to extend it. 

Mr. Austin. But they had that all cleared now, and they have been 
= you people asking for a renewal of that contract or an extension of 

; haven’t they ? 

Mr. Wricut. They have been to us and asked if we would, I think, 
in effect, enter into a new contract extending the same type of rela- 
tionship, and it would have to be a new one because their powers 
under the new law are a little different than they were under the 
old one. 

There are certain limitations under the new law that would have 
to be written in the new contract, and it would have to be a contract 
patterned after our relationship with the other generating and trans- 
mission cooperatives, and the answer by the Secretary was that he 
didn’t favor extending this type of rel: ationship. 

Mr. Horrman. Mr. Chairman, may I ask a question there which 
may explain something tome. You spoke about the laws. What do 
you mean, State or F ‘ederal ? 

Mr. Wricur. State of Arkansas, the Supreme Court of Arkansas 
stopped them in the first place. 

Mr. Austrn. You heard some discussions this morning of the Colo- 
rado River Commission and the fact that their 33,000 under their 
contract which they have never been able to get, that contract has 
been extended vear after vear after year, even though they weren't 
able to eet it. Have you heard about that? Are you familiar with it? 

Mr. Wricut. I have heard the discussion of it here before the 
committee. 

Mr. Austin. Apparently some contracts, even though they become 
null and void on a certain date, are renewed or extended or in some 
way carried on to a further date, but that wasn’t done with this one. 
Am I right about that ? 

Mr. Wricutr. We Navy people alwavs sav some people went in the 
Army. ates ea 

Mr. Horrman. What was that? 

Mr. Wricut. I savy we Navy people always say that some people 
went in the Army. 

Mr. Austin. Mr. Wright, in the papers that you gave us there 
was one on the Texas contract, Texas Power & Light, and you re- 
ported to us on the deferred energy under that contract and stated 
in a note that the energy was not paid for and was not to be delivered 
at a later date. 

As a matter of fact, the Texas Power & Light was credited on its 
bill for all of this energy, plus 2 percent for losses at 4 mills per 
kilowatt-hour, or a total of $122,160. Was there just an error in 


One of those phrasx : rf sheet ? 


Mr. Wrieur. There might have been. 

Mr. Austin. In other words, they didn’t pay for it in cash, but 
they definitely were credited. 

Mr. Wricut. We are not going to give them the money back twice. 

Mr. Austin. They were c redited in some manner for that. 

Mr. Wricur. Yes, sir. 

Mr. Austin. I believe you filed new rates with FPC about January 
of this year. That is right; isn’t it? , 
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Mr. Wricnt. We filed some rate schedules with FPC which were 
designed to cover the cost of the setup of SPA under the then inten- 
tion of Congress that there be alternate contracts in lieu of a re- 
established G. and T. relationship. Those rates, of course, would 
exclude the total cost of the relationship of those contracts, and we 
filed such a rate in the attempt to set a background so that alternate 
contracts could be negotiated. 

Mr. Austin. And then since that background has changed, vou 
will probably withdraw those and have a new filing; is that correct? 

Mr. Wrient. That’s correct. 

Mr. Avstrxn. About how much under the new filing will a kilo- 
watt-hour cost 9 consumer that is used on peak at 150 hours use per 
kilowatt per month ? 

Mr. Wrient. We haven’t explored the rates far enough yet to tell 
you that. Our peaking rate has generally been one that is market- 
able in the area. T have told you that down in Oklahoma and Texas 
that peaking powers were 10 or 11 mills, probably worth about the 
same thing in Arkansas and Louisiana. 

In Missouri and Kansas it is probably worth 14 to 15 mills, cer- 
tainly 1214 or 13. Our rate for peaking power will be under that, 
and very salable, in my judgment. 

Whether or not we will have different kind of postage stamps for 
different kinds of mail service out there, I don’t know vet. 

Mr. Avsttn. You haven’t come to a figure yet? You gave me a 
while ago, I believe, in asking the ratio on the various grades of power, 
peaking, firm and dump—if I wrote it down correctlv—vou said 
neaking roughly 10 to 1114 mills, firm 7 and dump 114 to 214 mills. 
Will that probably be the brackets? 

Mr. Wricnt. I think I said 214 mills. I don’t think dump can ever 
besold for 21%. That’s about right. 

Mr. Austryn. That would be roughly the prices? 

Mr. Wrieut. I would think so. I don’t know that that will be 
the Government rate for firm power. I would like to correct that. 
T think that is what the average rate for service to cooperatives is go- 
ing to be in the area. Now, you will also recall, I believe I said that 
rates to municipalities in the area, I believe, will be available 2 mills 
hi@her than that. 

Mr. Austin. That’s right, you did. But those will be SPA’s—— 

Mr. Wriant. No: TI don’t know. Those are the rates that T think 
will prevail in the area. 

Now T don’t think SPA may necessarily hit this 7-mill rate. I 
would like to see it, but I am afraid it is going to be about 714, or 
mavbe a little more. 

Mr. Avstr~. You mean SPA will be a little higher ? 

Mr. Wricnt. Yes: we are now in some areas. 

Mr. Avstry. You think that SPA’s firm will go to about 714? 

Mr. Wricut. That is my guess, 71% to 8. 

Mr. Avsttx. What about peak, what do you think it will be? 

Mr. Wricut. My guess is peaking will be around 10 to 11 mills. 

Mr. Avsttn. Ten to eleven. 

Mr. Wricut. This is guesstimating, you know. 

Mr. Avusttn. I understand that, sir. 
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A statement that Mr. Wilkes made earlier this year, Mr. Wilkes 
being chairman of the board of the Southwestern Gas & Electric Co., 
hefore the House Public Works Committee went this way, I believe: 

The power produced from rivers in Southwest will bring a price 3 or 4 times 
as high as ordinary steam power, because it is peaking power which can be 
stored there in the form of water, which is the only way I know of storing 
electricity. 

I gather, from a statement you made a while ago, that you would 
have to agree with that. 

Mr. Wricut. 1 don’t agree to 3 or 4 times as much; no. 

Mr. Austin. You don’t think it is worth that much more? 

Mr. Wricut. I haven’t been able to get him to pay me that much 
more for it. 

Mr. Austin. Well, that actually, of course, is the basis for my next 
question, Mr. Wright. 

If peaking power is so valuable to Mr. Wilkes, why did you sell 
him the entire output of the Narrows project with 17,000 kilowatts 
installed for $207,000 a year, which, according to our mathematics, 
comes to around $12 a kilowatt year, or an average of about 8 mills 
per kilowatt-hour, based on the average output of the dam. 

Mr. Wricut. Because there is a lot more to the contract than just 
selling Mr. Wilkes power. Under that contract we deliver the out- 
put of the Narrows Dam to Mr. Wilkes’ system. In return he must 
and does deliver to us up to 5,000 kilowatts, and such energy as the 
Government customers may require for their use at a certain price, 
which we set under that which we sell these customers for. 

The result, since its start, has been this: We have delivered 86.906,- 
150 kilowatt-hours of firm power to Mr. Wilkes. He has delivered 
back to the Government for its account 76,713,494 hours. 

We have received a total price for the firm power from Narrows 
Dam of 9.75 mills, we have received 114 mills for all secondary power, 
and that power Mr. Wilkes kept he paid us 42.66 mills for. 

Mr. Austin. You stated on this same matter, you stated before this 
Hlouse Appropriations Committee hearings: 

In other words, to have that capacity available to that company maybe for 
no longer than 1 month a year is worth $17.85 a year we calculate, figuring it 
at the capacity of the 5 dams there, and 144 mills for dump power, that if you 
have very little energy going for $17.85, the surplus capacity is a commodity that 
is very, very valuable. 

Mr. Wricut. Who said that? 

Mr. Austin. I am quoting from Mr. Wright, hearings of the central 
section, part 2, page 71. 

Mr. Wrieur. I would like to read that. Is it in this thing here? 

Mr. Austin. I presume that it is, page 71. In other words, to have 
that capacity available to that company may be for no longer than 1 
month a year. 

Mr. Wricnr. That is a correct statement. 

Mr. Austrx. Then why did you sell the Narrows power to them for 
the $12 per kilowatt year? 

Mr. Wricurt. Because that is all they would pay me. It at one time 
had him agree to pay about 60, or $70,000 more than that. If I had 
been fast with the trigger and been able to put the ink on the contract 
that night, we would have got it, but I have to send the contracts in 
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for approval, and by the time I got it in, he wouldn’t do it any more. 

Mr. Austin. So that was the best deal that was available at that 
time. 

Mr. Wrieur. That’s correct. I might add that the Narrows Dam 
is of a character that we did not consider it feasible to build trans- 
mission lines from it to anybody. 

Mr. Austin. The terms I believe used in the case like that, I believe 
isa “captive dam”; isn’t that the phrase that is used ? 

Mr. Wricur. I have never figured one out for it. 

Mr. Austin. Mr. Chairman, we have a few questions to ask on the 
matter of the reactivation of the contracts down there, and we thought 
it would be conveniet for the committee, if each member had the 
phrases and paragraphs (and these are complete) from the House re- 
port, the Senate report, and conference committee on the reactivation 
of the G. and T. contracts. And may we put it in the record. 

Mr. Cuuporr. Mr. Austin, I understand that these are copies of 
various House and Seate committee reports having to do with the 
reactivation of the contracts by the Southwestern Power Administra- 
tion which you want to offer for the record. 

Mr. Austin. That’s right. 

Mr. Cuvuporr. Without objection, it is received. 

(The document referred to is as follows :) 


SPA 


LANGUAGE IN APPROPRIATIONS COMMITTEE REPoRTS, 84TH CONGRESS, REACTIVATING 
Bastc SPA CoNnrTRACTS 


1. House Report 747, pages 5-6 


Southwestern Power Administration 


PAE i ti es $2, 165, 000 
NE, IN te Bcc ins chai aden ene a atte: 1, 134, 000 
CO NNUCUINO 0 RN ick i ia in ata ol etnies tad fain ck ee eek 684, 000 
Comparison: 
PROTA RIEL) INE cies icbai tee kee ceca aiden piensa —1, 481, 000 
Se UROL: SEMI ee ee Ne —450, 000 


Operations and maintenance.—A reduction of $450,000 below the budget esti- 
mate of $1,134,000 has been made by the committee. This reduction represents 
the amount budgeted for the purchase of energy and the payment of wheeling 
charges under existing contracts with private utility companies and coopera- 
tives in the area. Funds for this purpose have been made available through 
reactivation of the continuing fund discussed in the following paragraphs. 

Continuing fund.—The continuing fund language has been inserted in the bill 
in the same manner in which it last appeared in the appropriation bill for the 
Department of the Interior for the fiscal year 1953. It provides that the SPA 
shall have authority to use power sales revenues, subject to an annual limita- 
tion placed in the appropriation bill, to pay for emergency expenditures, purchase 
of electric power and energy, and rentals for the use of transmission facilities. 
This action makes it possible to reactivate valid and legal contracts which certain 
G. and T. (generating and transmission) cooperatives have with SPA. These 
contracts at their inception were examined by the Congress and funds were 
available to carry them out through the continuing fund for fiscal years 1950 
through 1953. 

The contracts in question have been tested in the courts. Ten private utility 
companies filed suit, attacking the legality of the contracts, in the United States 
District Court for the District of Columbia. The district court handed down 
an opinion on June 17, 1953, upholding the legality of the contracts. The com- 
panies appealed this decision. The Court of Appeals for the District of Columbia 
on April 28, 1955, held that the companies had no standing to sue and directed the 
district court to dismiss the companies’ suit. 
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The G. and T. cooperatives originally borrowed approximately $70 million from 
the Rural Electrification Administration for construction of system facilities 
on the security of their contracts with the Southwestern Power Administration. 
Operation of these contracts was suspended during the past 2 years because of 
action of the Congress in withholding the use of the continuing fund to imple- 
ment them. This action placed the G. and T. cooperatives in a precarious financial 
situation for which relief has been sought through negotiations with private 
utilities in the area looking to integration of the G. and T. systems with the 
systems of the companies. These negotiations have not as yet resulted in con- 
tracts which would provide the G. and T.’s with necessary income from their 
several powerplants and facilities in order to retire the REA loans. 

In reactivating the contracts with the G. and T. cooperatives, the Department 
of the Interior is instructed to delete any provisions providing for the option 
to purchase G. and T. transmission lines or other facilities by the Southwestern 
Power Administration. The contracts are also to provide: (1) that the G. and T. 
cooperatives will operate and maintain their own transmission systems under 
lease to the SPA; (2) that the SPA and the G. and T. cooperatives will settle 
accounts for power purchased and sold on the basis of net balances as is done 
under existing contracts to which SPA and private utilities are parties; and 
(3) that power and energy will be delivered to the load centers of all G. and T. 
contracting systems at the basic SPA rate. 

The Department is also instructed to provide for the recapture for the use of 
preference customers all power and energy to which they are entitled under 
the provision of section 5 of the Flood Control Act of 1944, and to negotiate 
as soon as possible a settlement with each contracting G. and T. cooperative 
effective as of the date of the passage of the bill. 

The amounts provided in the bill for both operation and maintenance and 
the continuing fund are based on information at hand. However, since there 
was considerable variation in the informal estimates offered during the hear- 
ings as to SPA costs under the reactivated contracts and since the nature of 
the amendments to the contracts could affect the amounts required, it is 
recognized that some adjustment may be necessary at a later date. 


2. Senate Report 700, pages 4-6 
TritLE [I—DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
s s s + * t . 


Operation and maintenance, Southwestern Power Administration 


1 


APSrOPFIGTION, FOO. 0. 3 Se Se Sn ee ee eT $2, 165, 000 
BS UCTS Re RN i aa ent ccs sh car dw nal Ans ats od ns ets eo tote 1, 134, 600 
House allowance... Peat aaa sy Se arene ao : 684, 000 
(SOUINEE TO PeCOMIGOR GIO 3S eS ee ee as ee aes 1, 250, 000 


; 1 And in addition $775,000 transferred from “Construction, Southwestern Power Admin- 
istration.” 

The committee recommends an appropriation of $1,250,000 for the expenses 
of operation and maintenance of the Southwestern Power Administration. This 
sum does not include any funds for the purchase of energy and wheeling charges, 
as funds for that purpose have been provided in the continuing fund. 

The increase of $566,000 over the sum of $684,000 allowed by the House is for 
the following: 

“Additional amount for general administration, $316,000: The committee 
concurs in the action of the House in providing funds in the continuing fund 
for the reactivation of the existing contracts between the Southwestern Power 
Administration and the G. and T. cooperatives. The committee recognizes 
that this action creates a substantially increased administrative burden on the 
Southwestern Power Administration; therefore an additional sum of $316,000 
is recommended. 

“Payments to the G. and T. cooperatives for the operation and maintenance 
of facilities, $250,000: This sum is necessary in order that the G. and T. coop- 
eratives may be paid for the operation and maintenance of facilities during 
the period that the existing contracts are being amended.” 
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Continuing fund, Southwestern Power Administration 


Abies. (8066. eS. 6 tde ee i nde Backeeennen die taeonin’ None 
Ree PONE IIIII 6, hi St ae te ae we Bebe eae wanes None 
Ts ee os i ea alte ee * $6, 000, 000 
Comnhittés: LOCOMMNENANRION dS wisi ds cin cmaeedeedutknauctmuawe * 6, 000, 000 


1 Authority to use receipts from the sale of power and energy. 


The committee recommends that the Senate concur in the action of the House 
in providing $6 millien from the sale of power and energy in the continuing fund. 
Funds made available in the continuing fund are for the purchase of energy and 
rental of facilities. 

It is the desire of the committee that the existing contracts between the 
Southwestern Power Administration and the G and T. cooperatives become op- 
erative immediately upon approval of this act. 

It is the opinion of the committee that the Secretary should give consideration 
to amending the contracts as follows: 

1. Deletion of the provision giving the Southwestern Power Adminis- 
tration an option to purchase the transmission facilities of the G. & T. 
cooperatives. 

2. To allow the G. and T. cooperatives to operate and maintain their 
acilities. It is recognized that this may require a period of time. How- 
ever, the committee has recommended the allowance of funds under “Opera- 
tion and maintenance” to provide for payments to the cooperatives while 
this amendment is being negotiated. 

3. To allow the Southwestern Power Administration and the G. and T. 
cooperatives to settle accounts on a net-balance basis. 

The Southwestern Power Administration’s function is to market surplus power 
and energy from Federal hydroelectric projects in the southwestern power area. 
In the marketing of available power and energy preference must be given public 
bodies and cooperatives in accordance with section 5 of the Flood Control Act 
of 1944. The committee wishes to make it clear that its action is not to be 
considered as the beginning of an expansion of the area served or functions 
performed by the Southwestern Power Administration. The action recom- 
mended by the committee is necessary to provide the essential integration that 
is required in the area. 

The action of the committee is not to be considered a congressional interpre- 
tation of the legality of the contracts involved. 


8. House Report 1085, page 4 (conference report) 
TitLeE [I—DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Operation and maintenance, Southwestern Power Administration 


Amendment No. 6: Appropriates $1,250,000 as proposed by the Senate instead 
of $684,000 as proposed by the House. 


Continuing fund, Southwestern Power Administration 


The conferees are in agreement that if not already included in existing con- 
tracts provisions are to be inserted to require that power and energy be delivered 
to the load centers of all generating and transmission contracting systems, if 
practical, at the basic Southwestern Power Administration rate. The managers 
on the part of the House are in agreement that the statement in the Senate report 
with respect to settling accounts on a net balance basis includes operation and 
maintenace costs on generation and transmission co-op faciltiies. 


Mr. Austin. There is another matter here that I would offer, be- 
‘ause they are together. This is the Southeastern Power Adminis- 
tration. This is language in the Appropriations Committee reports 
this year as to the appropriation for SEPA. 

Those were to have been included in the record this morning. 

Mr. Cuvuporr. I understand that you want copies of these House 
and Senate reports inserted in the record at the end of the southeast 
power hearings. 
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Without objection, it will be so admitted. 
(The document referred to is as follows :) 


SOUTHEASTERN POWER ADMINISTRATION 


LANGUAGE IN APPROPRIATION COMMITTEE REPORTS, PUBLIC WORKS APPROPRIATION 
BILL, 1956, 84TH CONGRESS, IST SESSION, ON JOHN KERR DAM POWER 


1. House report, page 5 


Southeastern Power Administration 


$1, 228, 000 


1, 160, 000 
1, 160, 000 


Appropriation, 1955 ------------------------- sea alicrn opal -aentakcioet 
Estimate, Tien nckescence et mn 5 ha Rectan abide on sag eaealeda 
Recommended, 1956__...------------ 
Comparison : 
Aypropristion. 19Gta cna ncennncone io tcbaliealets Setar ess 
Estimate, 1956.......- stares dcmtciee aceite caasateomeeaie agen = 2 seein 


—68, 000 


The committee is deeply concerned with reference to the situation now exist- 
ing relative to the marketing of power from the John H. Kerr Dam, N. C. and 
Va., to preference customers in eastern North Carolina. Through the inability 
of the Department to negotiate an acceptable contract for the sale of this power 
with the interested agencies involved the estimated loss to the Federal Govern- 
men has been $868,000. This loss will continue to mount so long as the power 
is sold as dump energy at the rate of only 3 mills per kilewatt-hour. 

The Assistant Secretary of the Interior for Water and Power testified before 
the committee on this matter on May 31, 1955, and stated: 

“* * * a contract for that purpose is long overdue * * * I am not satisfied with 
the progress we have made in contracting for the delivery of that power in the 
State of North Carolina.” 

The committee trusts that the Department will take immediate and effective 
steps to alleviate this dissatisfaction on the part of the Assistant Secretary and 
to stop the unnecessary loss of revenue to the Federal Government. 


2. Senate report, page 4 


Operation and maintenance, Southeastern Power Administration 


Annropriation,. 1056... ......... gag an No oe aN cee ne $1, 228, 000 
POG CURT one ie oo ee eee Se a ineveieeiisn Mg AOE Oe 
TURN i i ed cn dal ms eens ea __ 1,160,000 
CIITA EAS ~ CNT IN iii iii i nies ber Siistcn as ts cesta car nl de tran 1, 160, 000 


The committee recommends the allowance of the budget estimate of $1,160,000 
for the expenses of operation and maintenance of the Southeastern Power Admin- 
istration. 

It is the opinion of the committee that the Secretary should take steps imme- 
diately to make power and energy from the John H. Kerr project available to 
preference customers in North Carolina. The committee has been advised that 
this power and energy can be made available to these preference customers by 
the use of existing facilities of the private utility serving that area. It is the 
view of the committee that the existing contract between the Southeastern Power 
Administration and the Virginia Electric & Power Co. is a fair and equitable 
contract to all concerned, and that this contract should serve as a pattern to 
provide service to the preference customers in North Carolina. 

If the Secretary is unsuccessful in obtaining a contract with the private utility 
serving the area for the providing of power and energy from the project to the 
preference customers the committee expects the budget for fiscal year 1957 to 
include funds for the construction of the necessary transmission facilities to 
accomplish this purpose. 


Mr. Austin. Mr. Wright, did you prepare the section on the South- 
western Power Administration, which is found in the Secretary’s 
annual report ¢ 

Mr. Wricut. We may have prepared a draft. I don’t know whether 
the draft is the same as the report that came out or not. I don’t have 
time to read all these things. 
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Mr. Austin. A lot of them come out under your superv ision, I fully 

realize, but I would take it that the report, the Secretary’s report 

for 1949, which had this statement found on page 30, was at least 

prepared under your supervision. It is a paragraph that says 
Mr. Jonas. What year is that ? 

Mr. Austin. 1949, sir: 


It is recognized that to obtain the maximum benefit from hydroelectric 
generating plants in the area, they must be integrated with fuel-burning generat- 
ing plants in the area, and this can be accomplished by: 

1. Interchange contracts with private utilities, cooperatives, public bodies, or 
industrial establishments having fuel-burning generating equipment. 

2. Federal purchase of electric energy generated by others. 

3. Federal sale of all of its hydroelectric energy to the private utilities, or 
others having fuel-burning generating capacity with which it can be generated. 

4. Federal construction of fuel-burning generating plants. 


Those four methods, with this final statement on it: 











It is believed the first method would be the most beneficial to the Government, 
the companies and the consumers at both systems. 

Do you recall that at all? 

Mr. Wrieur. I am in full agreement with that statement, whether 
I prepared it or not. 

Mr. Austin. No. 1 was interchange contracts with the private 
utilities, cooperatives, public bodies or industrial establishments, just 
for your reference, since we may want to discuss them. That was 
interchange. 

No. 2 was Federal purchase of electrical energy generated by others. 

No. 3, Federal sale of all hydroelectric energy to the private utili- 
ties or others having fuel-burning generating e: ipacity, and No. 4 was 
the Federal construction of fuel- burning generating plants. 

Under which one of those methods, Mr. W right, would you have 
the most power to sell to preference customers ? 

Mr. Wricur. I would think you would need a combination of 1 
and 2. 

Mr. Austin. Rather than use the numbers, would you give a little 
description of it? 

Mr. Wricnr. The exchange of power and the purchase of power 
from others, the interchange of power and the purchase of power, 
which I believe are No. 1 and No.2. 

Mr. Austin. Was that the policy generally followed in the estab- 
lishment of SPA when you were building up the interchange contracts 
with power companies through the area “and the SPA-G. and T. inte- 
gration contracts ? 

Mr. Wriaur, Yes, it is a policy laid out in the comprehensive plan 
which we have tried to follow. 

Mr. Austin. In the general statement which is a part of your rate 
filing with the Federal Power Commission referred to a little while 
ago, is this statement. It is No. 2, and it says: 
























Marketing program and contractual relationships and then subparagraph (a): 

As previously stated, the present marketing plan of the Southwest Power 
Administration assures that practically all of the energy available to the Ad- 
ministration will be sold as peaking energy with additional energy requirements 
where necessary purchased from other suppliers in the area. 

It is contemplated that except in critical years, this additional energy can be 
furnished through the use of supplemental energy as secondary energy. Only 
during critical water periods will it be necessary for the Government to purchase 
additional energy for those customers whom it serves directly. 
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Was the rate structure that you had in mind and that you still have 
in mind based on that sort of a plan of power sale and power purchase 
and resale ? 

Mr. Wrient. The rate structure filed was based on that. Now 
remember, this was when we were dealing with the intention of Con 
gress that we weren ‘t going to have any G. and T. contracts, and they 
said, “Don’t you go near that kind of a horse, we don’t want to see you 
near that gal again.” 

So we weren't going to go near. We are going to sell it as peaking. 
Now the thing is changed again, so the rate schedule we sell now will 
be based on interchange and purchase again. 

Mr. Austin. You stated in 1944 when you appeared before the 
House Appropriations Committee, that a critical water year occurs 
about every 30 years. I believe this is your statement: 

If, on the other hand, they have arrangement by which they can buy power 
when their water was low, there would be a lot of years when they had more 
than a low-water year. As a matter of fact, there would be about 29 years out 
of 30 when we have more than that. 

Mr. Wrieut. That’s correct. 

Mr. Austin. What is your present view, to what year you should 
firm ¢ 

Mr. Wrienr. Well, with the last drought you might increase that 
to 50 years. 

Mr. Austin. Just take about 1 out of 50 years / 

Mr. Wrieunr. When I said 30 vears, I guess that’s about all the 
water records we had. If we had a water record of 500 years, we 
would have a low period for 500 years. 

Mr. Avstix. But now you think that all the firm power that you 
should contract for in that SPA system should be based on firming 
to the lowest water year in 50, or did I misunderstand you? 

Mr. Wrienr. No, sir. As far as I am contracting for firm power, 
if I do it down in Texas and Oklahoma, I had better limit it to what 
I can deliver, because they shoot you down there if you can’t deliver. 

Mr. Austin. But you do have arrangements and vou are intending 
to make more, I presume, to firm a lot more of that power so that you 
can sell a great deal more than a low-water year would let you sell, 
isn’t that correct ? 

Mr. Wricut. That’s correct, and I have done that mainly so far 
by being able to borrow power and energy from the companies which 
I can pay back later on when T have it. 

Mr. Austin. Can you tell us just what are the points of difference 
between G. and T’s down there and yorrselves at the present time 
in the reactivation of those contracts ? 

Mr. Wricur. Yes; I can tell you what the points of difference are 
between us and them, and then I would like to add to that a word of 

caution which [ think we aint to look at. 

The difference is whether or not, in carrying out the intent of Con- 
gress in canceling the option to purchase, and thus giving up an equity 
that is now vested in the Government, there should not be some com- 
pensating value. 

We have suggested that if we are not going to own the house, that 
if we are just going to rent it, that the man who owns the house make 
the replacements in it, put in new bathtubs and new water heaters, 
whatever the house has will be perhaps a proper consideration for 
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the Government’s giving up its equity to buy this thing later on for 
whatever is still owed on it, and at the end of the contract for $10 in 
each case. 

The other point of difference is that as a further equity, that since 
the Government is paying all of the costs or will be, except the replace- 
ments in that case, that if they asked the Government for power and 
the Government didn’t have it, under the present right they have the 
privilege of going outside and buying it and moving it over that 
system to their customers. 

Now the Government could stop that right by exercising its option 
to purchase. If we give up that right, they might conceivably, or 
some of their successors might conceivably, ask the Government for 
200,000 kilowatts; the Government might not have it. 

They might buy it from somebody else, move it through this system 
free and exclude the Government from using the system at all. 

We did negotiate at the last meeting an idea that perhaps would 
solve that one difference, which would be that if it was power for 
the service of their own members, there wouldn’t be any service 
charge, because if the Government couldn’t serve it, then they ought 
to have a right to get it for their own members. 

But if they were going to use it to serve somebody other than their 
own members, and some of them might get ambitious later on, they 
might even decide to sell 70,000 or 80,000 kilowatts to a power com- 
pany, buy it in a cheap fuel area and sell it in the high fuel area and 
move it free through our system; of course, we couldn’t stand that, 
that would eliminate our ability to do it. 

It looked like that. point was removed. Now that was the only two 
points of major difference between the cooperative and the Govern- 
ment at the last meeting on these amendments. But these other points 
have been a problem in my mind ever since the intent of Congress 
was made known. 

I testified before the Senate committee that I thought that if the 
Congress wanted us to give up the right for their option to purchase, 
the Comptroller General might not approve that unless we could 
convince him that we had gotten an equity in return. 

Likewise, our lawyers since then have developed some doubt, in 
the absence of legislation, as to whether or not you can balance off 
these accounts, thus eliminating the necessity of coming to Congress 
for a large appropriation; there is some doubt I think. 

We intend, I think, IT believe the Secretary intends—TI intend to 
recommend to him that he submit both of those questions to the 
Comptroller General for a decision. 

Now this time and this decision is known to the Congress when they 
did this, because I testified to it before the Senate. I think it is a 
roadblock in the way of a possible amendment in two instances, 
giving up the option to purchase and perhaps balancing off accounts. 

Mr. Austin. I have a letter here that we will discuss a little further, 
which is signed by Mr. D. Otis Beasley, which has to do with these 
contracts. I presume it was prepared probably with your assistance, 
so that you are familiar with it. 

At a little later time when Mr. Aandahl and you are here together, 
we will go into it in some detail, but this letter, signed by the Depart- 
ment of the Interior by Mr. D. Otis Beasley, administrative assistant, 
has this paragraph, and let me just read it quickly : 
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In the committee report on the public works appropriation bill for fiscal year 
1956, the committee recommended that the following changes be made in the 
agreements with the generation and transmission cooperatives. 

Now that, of course, is set forth in full in this little 3-page leaflet, 
the sheet handed out a minute ago, that says SPA, but this is Mr. 
Beasley’s condensation of it. These are the things that the Congress 
says should be changed on those contracts: 

. Provide for the cooperatives to operate and maintain their transmission 


inne 
» Provide for the balancing off of accounts between the Government and the 


cooperatives. 
3. Eliminate the option of the Government to purchase the transmission 


facilities of the cooperatives. 
4. Provide the power and the energy be delivered to the load centers of all 
generation and transmission contracting systems if practical at the basic SPA 


rates. 

Did you help prepare this, Mr. Wright ? 

Mr. Wricur. Yes; we prepared a draft. I don’t know if it is 
exactly the same. 

Mr. Austin. At least as far as those four points are concerned, 
those are the four points that were covered by Congress. 

Mr. Wrieur. I think so. 

Mr. Austin. Now, have any of the G. and T.’s objected to the 
inclusion or changes of their contracts to meet any of those four 
points ¢ 

Mr. Wricut. They have not objected to changing the contracts if 
it is changed in the way they want them to be changed, but those 
are pretty general requirements for the change of a contract. 

There is no objection to their operating “the systems. They are 
doing that today. There was no objection by either party to bal- 
ancing off accounts if the Comptroller General will agree to it. 

There is no objection to either party to canceling the option to 
purchase, but the Government feels that in canceling that equity, 
it must get some equity back, because I would hate to buy a house and 
have to “put all the replacements in it, certainly the replacement on 
the 29th year when I am going to give the house back to somebody. 

Mr. Austin. I believe you testified a moment ago that when this 
was under consideration before Congress, these last. few months, that 
you presented those views to the Congressmen at that time. 

Mr. Wricur. That’s right. 

Mr. Austin. But they didn’t put anything in their congressional 
action to that effect, did they ? 

Mr. Wricur. No; they didn’t put anything anywhere that gives you 
any statutory authority to do this. They just said, “This is our 
intent, we would like you to do it.’ 

Mr. Austin. But they listed these four points? 

Mr. Wricnr. All they would have to do to make us do it is pass a 
law saying, “We negotiate that contract and do this.” 

Mr. Austin. And isn’t that in effect what they have done? 

Mr. Wricur. No, sir. 

Mr. Horrman. Mr. Chairman, I just want to put on the record for 
the sake of the record the objection that while the hearings have been 
so far conducted with the idea of learning whether the Department has 
followed the statutes and the regulations, that now, and much of the 
time this afternoon, they have been directed toward the question of 
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whether Congress shouldn’t make some more appropriations to 
provide for more power. 

In other words, we are getting now where we are sort of lobbying 
additional appropriations ‘for REA and similar projects, instead of 
inquiring as to whether the Department, the Interior Department, 
has performed its duty officially. I just want it on the record. 

Mr. Cuvporr. That’s all right. 

Mr. Austin. During the years past did you balance off the accounts 
with the private companies, that. is the Texas-Oklahoma companies, 
those companies that you were dealing with? Did you balance off 
accounts with them ? 

Mr. Wricur. We have. 

Mr. Austin. Did you ever ask for a Comptroller General’s opinion 
on that balancing off ? 

Mr. Wricur. No. The question never came up at the time. The 
lawyers assigned to me for legal advice approved the contract, so ] 
went ahead with it. 

Mr. Austin. But do you think there should be a Comptroller Gen- 
eral’s opinion on the balancing off of the contracts with the G. and 
T.’s? Is that right? 

Mr. Wrienr. | say the lawyers available to me now indicate that 
to take the present ‘contracts and amend them to a balance off of 
accounts may raise a question in which the Comptroller General 
would object. 

Mr. Austin. But that didn’t occur to you at all in your dealings 
with the private power companies out there. 

Mr. Wricutr. No. Maybe I didn’t have as good lawyers in those 
days. 

Mr. Austin. Mr. Wright, in 1953—this appears in the Senate public 
works appropriations hearings for the fiscal year 1956, page 390, I 
have this quote: 


None of those funds should be used to implement those contracts— 


referring to the G. and T. contracts. 


If you will recall, this action occurred very near the end of June. We were 
actually operating at the time a good portion of the Farmers Western system 
in Oklahoma, and all of the Central system in Missouri. Practically overnight 
we had to pull our crews out and drop those systems. 

We lost a lot of money. We had to cut down our force that had been trained 
and developed all of those years. That cost us money. It cost us money to 
hire and fire people in Government. The whole reorientation program cost us 
money. 

Actually we are $6,083,000 in the red now, due to drought in operation of these 
contracts, the reorientation of our program, and what I eall blood transfusions 
to try and keep these G. and T. gentlemen alive until some alternative scheme 
could be developed. 

Are you reluctant to put those G. and T. contracts back into effect 
as they were in light of that statement ? 

Mr. WricHr. My dear friend, they are back in effect and have been 
ever since we signed the letters with those cooperatives. They just 
aren't amended yet. They are in effect today. We are buying the 
power, we are using the facilities, we are delivering them their power. 
The original ¢ ontracts are back in effect. 

Mr. Austin. Then what is the expe about this 130,000 kilowatts 
of power which you say is being held out so that it can’t be used by 
Skiatook, that needs 250, or powers that need 1,000 ? 
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Mr. Wricut. At least one of the five cooperatives, the Sho-me 
Power Corp., which was originally a member of the Central Cooper- 
ative, has told us it is in no legal position to reactivate its lease agree- 
ment with us, and I would like to correct my statement to say its lease 
with us is not reactivated. 

They bought power through Central, and have asked us for 8 months 
in which they hope to negotiate an alternate contract in heu of reacti- 
vating the one that we have with them. They are not a generating and 
transmission cooperative. 

The supreme court of Missouri has declared them a private power 
corporation and under their jurisdiction, and therefore they must se 
cure, their lawyer says, from the utility commission of the State of 
Missouri approval of their lease agreement with us. 

Now, whether that is true or not I do not know, but they have asked 
us for 8 months before their contract is reactivated. Now, of this 
130,000, they need 50. Whether 50 is going to settle their problem or 
whether the Department is going to want to put 55 or 57 or 60 in to 
settle their problem, I don’ t know. 

If you think you are eager to release this 130,000 kilowatts and 
pull these 13 Oklahoma towns off your back and help the city of Paris, 
vou ought to see me. I am more eager than any man in America to 
do that, and I have done everything I know how to find some way 
to get a little of this power to do that job. 

Mr. Austin. Do you mean that the Secretary won’t release that 
power for you to give them the help they need ? 

Mr. Wricur. The Sec retary feels that he cannot do it until he is 
sure that he has carried out the intent of Congress to amend these 
contracts. 

Now, he may be a gambler, I don’t know. I am pushing him. He 
may roll the dice and take a chance and re "aa se four or five thousand to 
help the ¢ ity of Paris ~~ these towns. I don’t know whether he is 
that much of a gambler or not. If he has lived in the Southwest as 
long as I have, he would ceili a hell. 

Mr. Austr. If you haven’t—I don’t mean by that you person- 
ally—but if the Department of the Interior and SPA had not added 
new conditions to the reactivation contracts that you are trying to get 
with those G. and T.’s, couldn't the whole thing have been ironed out 
by now? . 

Mr. Wrieut. Certainly not. I think the question of whether you 

can give up equity in this contract has to be submitted to the Comp- 
troller General, it is if I am going to sign the contract. 

And if we don’t have some equity to show him—now, this equity is 
worth this much. These systems will be worth about $25 million 35 
years from now when these contracts terminate. 

The replacement cost in these systems varies somewhere between 
three and five hundred thousand dollars a year, so that if the Govern- 
ment does not have to make this replacement, it will be saved an ex- 
pense of somewhere between 15 and 25 million dollars, depending 
on how bad the woodpeckers are in the Southwest, and a few other 
things, 

In addition to that, if we are giving up the right to buy this system, 
suppose on the day before this contract terminates there is *& 200,000 
worth of transformers to replace, is the Government going to replace 
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those transformers on that day, and the next day have no right to the 
use of this system ? 

We think that Congress would expect us, in conducting the Govy- 
ernment’s business, to have a pretty good eye to the equity of the Gov- 
ernment in the matter. And that is my position. 

I think the Comptroller General might approve the elimination of 
the option to purchase, if there is a reasonable equity shown him. 
I do not think he will, and I told the Senate committee I did not 
think he would approve the contract. When I, as a certifying officer, 
make payments under this contract, it is my house they take if I make 
the wrong kind of a payment. 

Mr. Fascetz. May I inquire at this point, Mr. Chairman? 

Mr. Cuvuporr. You are not going to have a long line of question- 
ing, just one question ? 

Mr. Fasceti. I want to ask him a question right on this point. You 
feel you have been directed to reactivate these contracts with amend- 
ments? 

Mr. Wricurt. I feel that Congress has directed us to reactivate the 
contracts. I feel that when Congress appropriated the money, the 
contracts were reactivated by their own terms. 

Mr. Fascetxi. And they haven't been amended vet ? 

Mr. Wricut. And they have not been amended. We signed the 
letter saying they were reactivated, so nobody would sue anybody 
about just what the terms of reactivation were. 

Mr. Fascetxi. But the actual amendments haven't been incorporated 
in any written instrument ? 

Mr. Wricur. That is correct. We have drafted contract forms. 
I am not going to call them preliminary drafts. We just got drafts 
of contracts we are working on that we are trying to reach agree- 
ment on. 

Mr. Fascetu. Everything is agreed upon except the Government’s 
position with respect to seeking an equity for releasing the option 
to purchase? 

Mr. Wricut. And this new problem that these lawyers have now 
kicked up that they don’t know about balancing off these accounts. 
That is a new one. That just hit me in the kisser since I have been 
up here. 

Mr. Fascety. This new problem can be settled by an opinion which 
you are going to seek? 

Mr. Wricur. That is correct. 

Mr. Fascetxi. The other problem is just a question of you insisting 
on the position of keeping the equity in the contract; isn’t that right? 

Mr. Wricur. I suppose if the Comptroller General said we could 
cancel out this option without getting any equity in return, that might 
influence the Secretary’s decision. 

Mr. Fascetn. That is not the question I asked you, though, Mr. 
Wright, whether the Comptroller General gives you that opinion or 
not. Is it your feling that it would be good business to seek the 
equity in the contract anyway ? 

Mr. Wrieurt. Yes, sir. 

Mr. Fascety. Well, then, why don’t you go ahead and do that? 

Mr. Wricurt. I am doing it. 

_ Mr. Austin. I believe this congressional authorization for reactiva- 
tion was several months ago; was it not? 
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Mr. Wricut. The Comptroller General ruled it was effective on 
July 15, 1955. 

Mr. Austin. And, of course, we are now in the middle of October. 
How much longer do you think it will be before you can get these 
contracts worked out? 

Mr. Wricut. That is the $64,000 question. 

Mr. Austin. Have you requested of the Comptroller General all 
the opinions that you are going to need on them yet ? 

Mr. Wricut. No, sir, not in signing them, but we have had to nego- 
tiate up to this point, I think, to develop whether there was any 
difference, or what the differences would be. 

In other words, if the co- ops would agree to pay replacements we 
would have one question to submit to the Comptroller General. If 
they say “No; we are not going to pay any replacements,” it would be 
another question, if it was going to be submitted to him at all, that 
would be submitted. 

Mr. Austin. But you are not even to the point yet of having laid 
everything before the Comptroller General—everything that has to 
be laid? 

Mr. Wricut. That is correct, and if I had laid it last week, I would 
have to lay it again because my lawyers came up with a new one this 
week. 

Mr. Austin. In the meantime 130,000 kilowatts of power is still 
tied up and unavailable out there; isn’t it? 

Mr. Wrieut. That is correct. 

Mr. Austin. Skiatook, Paris, the little town of Hermann, all those 
communities and cooperatives out there that have received word from 
vou that they can’t look to SPA for any more power, are clamoring for 
power, but as long as there is something else to go before the Comp- 
troller General, there is no chance of that 130,000 kilowatts being 
released ? 

Mr. Wrieut. That is correct, but there wouldn’t be a clamor in the 
world out there today if the Congress had let this program alone 
2 or 3 years ago. 

Mr. Austin. Mr. Aandahl, I believe, has considered these contracts 
bad since he came in as Assistant Secretary, these G. and T.-SPA 
integration contracts ? 

Mr. Wricur. The testimony I heard him give, it was no secret that 
he did not like them. 

Mr. Austin. And he thought the worst provision in the contract, 
as I remember it, was this contract that gave the option to SPA to 
take over the lines? 

Mr. Wricurt. I have no way of knowing what he thought. 

Mr. Austin. You haven’t heard him say that? He thought it was 
a very bad feature, at least there is no question about that. 

Mr. Wricut. I don’t know what he thought. 

Mr. Austin. You heard him express at “hearings antl other places 
that he didn’t like that option feature. 

Mr. Wrienrt. I don’t recall whether I heard him say that or not. 
I remember hearing him say that, “It is no secret, I don’t like the 
contracts.” I suspect I lost interest about that time. 

Mr. Austin. Mr. Wright, did you ever hear him say then that he 
thought that when that feature of the option was given up, there should 
bea quid pro quo; that there should be some payment ? 
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Mr. Wricut. You’ve got me on that one. What does that mean, 
that quid pro quo? 

Mr. Austin. Let’s withdraw that and say that there should be a 
payment of some kind from the G. and T.’s to the Government for the 
giving up of that option. Did you ever hear him say that there should 
be some payment on the part of the G. and T.’s if that option were 
given up? 

Mr. Wricnv. Oh, yes; that the Government was losing a very valu- 
ible equity. 

Mr. Austin. But I am speaking now of the years before Congress 
reactivated the contract, when you said you didn’t remember ever 
having heard him say anything at all about that provision. 

Mr. Wriarr. I don’t remember having heard him say that before 
the contracts were reactivated ; no, sir. 

Mr. Austin. You don’t remember, then, either having heard him 
say that he thought if they gave that provision up, the the G. and T’s, 
they should have to pay for the giving up of it? 

Mr. Wrienr. No, sir: [never remember hearing him say that. 

Mr. Austix. Mr. Wright, it has been reported ‘that C. G. & E. down 
in Oklahoma, with whom you have a contract, had the misfortune to 
lose its Arbuckle plant with, I believe, one 66,000-kilowatt unit for 
about 3 months last summer; is that correct ? 

Mr. Wrienr. They lost a large unit. [ expect that’s about the 
capacity of it—maybe 80,000. 

Mr. Avstrx. Do you remember when that was lost ? 

Mr. Wricutr. No, I don’t. It was lost sometime in the early part 
of the summer. 

Mr. Austrx. The early summer. Is it back in operation now, do 
you know? 

Mr. Wricut. I am not sure whether it is at this time or not. [tf it 
is, it is quite recent. 

Mr. Austin. But it was off during their summer months, and that 
is their peak time; isn’t it ? 

Mr. Wricur. That’s right. 

Mr. Austin. During August of 1955 you billed the Oklahoma com- 
panies, and their billing is one billing, is it not? I say Oklahoma 
“companies, because the billing that you give to them is to two Okla- 
homa companies, Oklahoma Public Service and Oklahoma Gas and 
Electric; is that right 

Mr. Wrieur. I would guess it would be all in one billing. 

Mr. Austin. And so you billed to the two companies, it shows that 
in August, according to your records, you delivered 19,293,700 kilo 
watt-hours to them. I will give you several figures, and if you find 
any of them that you think are incorrect—— 

Mr. Wricnt. I will have no way of knowing whether they are right 
or wrong. 

Mr. Austin. I have your sheets here. If you think it is worth 
checking, we will. Suppose I read them. 

You gave them that month 6,074,000—I will leave off the other fig- 
ures—kilowatt-hours of deferred energy, and, 4 million kilowatt-hours 
you sold them of excess energy, and that they got 9,259,000 kilowatt 
hours of Oklahoma contract energy under their interch: inge contract, 
making a total of 19,334,300 kilowatt-hours. 
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Then there is some 40,600 difference there between that first figure 
of the 19 million which I understand is called inadvertent flow. You 
don’t come any closer than that. To the best of your knowledge, are 
those figures approximately correct 

Mr. Wricur. As far as I know. 

Mr. Austin. We can check them if we need to. The deferred and 
excess energy combined—those two figures, deferred and excess com- 
bined—amounted to 10,074,500 kilowatt-hours. That is actually 
enough energy to supply 50,000 kilowatts of capacity 200 hours for the 
month, isn’t it? 

Mr. Wrient. I haven't calculated it, but I have no reason to doubt it. 

Mr. Austin. It is 10,074,000. 

Mr. Wricur. How many did you say? 

Mr. Austin. I said that is enough energy to supply 50,000 kilowatt- 
hours for 200 hours. 

Mr. Wricut. That would take 10 million. 

Mr. Austin. And may we see that 10 million, between the two items 
of deferred and excess, neither one of them on their contract. Under 
their contract they had this other 914 million. And according to the 
billing sheet, you put into the Oklahoma contracts 46,299 kilowatts, 
which made a total then by this method of figuring of 96,299 kilo- 
watts during August. 

Then for the preference customers that the Oklahoma companies 
took care of for you, the billing shows that there was 28,056 kilowatts 
charged tothem. If you assume a 20 percent diversity between prefer- 
ence customer peaks and company peaks, you would cut that figure to 
22,000 kilowatts. 

Now, the 20 percent may be high, but I believe you will find IT am 
figuring it on the conservative side when I apply it in a minute here. 

So that you would actually deliver to the companies for their own 
use, taking that 22,500 off of the 96,000 kilowatts that you gave to 
them, you would actually have been furnishing them about 73,500 kilo- 
watts during the month of August, is that correct ? 

Mr. Wrient. Those are your calculations. If you want me to make 
those caleulations, I will be glad to do it. I can’t follow a question like 
that. 

Mr. Austin. Would you like to take a minute and check those with 
me? 

Mr. Wricur. No; I wouldn’t. I would like to have my engineering 
department do that. 

Mr. Austr. Is your engineering department present ? 

Mr. Wricur. They are not, but I will be glad to furnish it for the 
record. 

Mr. Austin. I believe, Mr. Wright, you are an engineer enough, 
and I believe these are such simple calculations, that you could follow 
them rather quickly, if you would care to. 

Mr. Wricur. I don’t agree with you. 

Mr. Fascetit. Why not ask him to deliver the specific figure for the 
month ~ August ? 

Mr. Austin. We have the figures, Mr. Fascell, for the month of 
August from hisown billing. This is merely an inter pre tation. 

Mr. Fascer.. He doesn’t want to accept your interpretation. Ask 
him to deliver his own figures. 
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Mr. Austin. I think that is all right. Suppose we supply you with 
the record, or I can go through it again, Mr. Chairman, which would 
you prefer? ¢ 

Mr. Cuvporr. I am trying to find out what you are trying to prove. 

Mr. Jonas. I wanted to ask that, too; what are you trying to prove? 

Mr. Fascett. He wants to show how much power is being ‘sold that is 
not available to the preference customers. 

Mr. Cuvporr. I think that figure should be available, Mr. Fascell. 
I think the Southwestern Power Administration should have that 
figure of how they are selling the private companies, and therefore 
they can’t sell it to the G. and T's. 

Mr. Austin. May we suggest that also when those figures come in, 
we have them submitted to an engineer on the committee’s behalf for 
analysis, also, 

If I may just make a statement of exactly where we are trying to go 
with this, and it is important that it be understood 

Mr. Cuvuporr. I think you should. 

Mr. Austin. I think there is no question but at the same time that 
SPA was not able to take care of preference needs down there, they 
were giving a good, big hand to O. G. & E. that had a plant down 
there. 

Mr. Wricur. I agree to that statement. You don’t have to prove 
that. I say that’s right. 

Mr. Avstin. All right; but how many kilowatt-hours did you 
supply them during the time the plant was down ¢ 

Mr. Wricur. I would say about 50,000 kilowatts. 

Now, when you started bringing in the estimate of difference of 
diversity between the company’s demand and the co-op’s demand, and 
you being conservative instead of liberal, that is where me and you 
parted company. 

Mr. Avstix. I am sorry if I did it in a way that wasn’t easy to 
follow. Thad no intention of misleading you. 

Mr. Wricur. You are requiring engineering statements based on 
difference in diversity of peaks in these calculations, and that no longer 
seems—- 

Mr. Jonas. May I interrupt. I think he is going to leave that out. 

Mr. Wricnr. I agree that while we told people this summer that we 
could not increase their contract demands and therefore they had to 
get the power somewhere else, we were supplying to the Oklahoma Gas 
& Electric Co. some 50,000 kilowatts because they lost a unit. 

I would like to add to that statement that last summer when I was 
out of water and these same preference customers would have been cut 
off from power entirely if they depended on me, these same companies 
carried my load. 

Mr. Avstrx. But in the meantime the town of Springfield, Mo., the 
town of Hermann, Poplar Bluff, Skiatook, these other communities 
and the G. and T.’s as preference customers, were unable to get you to 
increase their needs, even for this summer, and Skiatook felt that it 
had an emergency for 250 kilowatt-hours, that was every bit as great as 
the emergency faced by the Oklahoma Electric companies with a much 
bigger amount. 

Mr. Wricur. Well, Skiatook finally outbluffed us. We didn’t open 
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Mr. Cuvporr. Do you havé any questions, Mr. Dawson ¢ 
Mr, Dawson. No; I have no questions, but I want to certainly com- 

pliment the witness on his forthrightness in answering questions, and 
hie evident knowledge of the subjest matter and his basic desire to do 
the job as he saw he had a right to do it under the law. 

Mr. Cuuporr. Mr. Fascell. 

Mr. Fascetn. Mr. Wright, this one G. and T. outfit that was ruled to 
be a private power company—— 

Mr. Wricut. Yes, sir. It might help the committee if I might just 
take a moment, Mr. ¢ ‘hairman, to show where each of these are. | 
think it would establish a relationship in your mind on this matter. 

The Sho-me Power Corp. that was ruled to be a private corporation 
operates between Jefferson City, Mo., and the Bull Shoals Dam in 
19 counties. They are the sole power supply for those 19 counties, 
towns, co-ops, and everything, and the system we had proposed to lease 
from them was a 60 kilovolt distribution trunk in those 19 counties. 

The Central Cooperative, which lay to the north of Jefferson City, 
had a 69 distribution system and a 15,000 kilowatt steam plant, because 
these people, I suppose, because they feared that they had no = 
ence right, joined this cooperative, which was a preference customer 

Mr. Cuvuporr. That is the Sho-me——? 

Mr. Wricur. Power Corp. 

Mr. Cuvuporr. That has been declared by the Supreme Court of 
Missouri to be a private power company instead of a public power 

Mr. Wricut. Private power corporation. 

Mr. Cuvporr. Instead of a public co-op. 

Mr. Fascetnt. Mr. Wright, the contract which is sought to be re- 
activated under the congressional intent, is that contract with a private 
power corporation ¢ 

Mr. Wricurt. No, sir. 

Mr. Fasceryi. Or is that with Central? 

Mr. Wricut. We had four contracts involving power supply, one 
with Central, one with NW. one with KAMO and one with Farmers 
Western Electric in western Oklahoma. 

The other three were in Missouri. Sho-me’s power supply was to 
be secured by purchasing it from Central. 

Mr. Fascetn. They were not a direct contractor ? 

Mr. Wricut’s. That’s correct; but we did have a contract with 
them to lease their system and operate their system, and that is the 
contract they have asked us to hold in abeyance, and they have entered 
into agreement with Central, if they can work out an alternate con- 
tract, they will withdraw from Central. 

Mr. Fascett. Now, this contract that they are asking you to hold 
in abeyance is an independent contract. 

Mr. Wricut. It isa lease contract ; that’s correct. 

Mr. Fascet.. It has nothing to do with the contracts we are talking 
about, congressional intent res activating ? 

Mr. Wricur. Yes, the lease contract is one of the congressional in- 
tent. I wanted to point that out, that we do have one contract. 

Mr. Fascetx. Does that raise a legal question as to whether or not 
since this has been declared a private power corporation, you can 


; reactivate the contract with them ? 

: Mr. Wricur. I don’t believe so, because I think the power commit- 

ment made is of a character through Central, that Central may well 
VE 
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sell it to them, or relinquish it, or something. I don’t know of any 
legal problem at this time. One may develop. 

Mr. Fascety. In other words, it hasn’t developed, or it hasn’t oe- 
curred to anybody that has been examining this. 

Mr. Wricut. That’s correct. 

M i Fasceiit. What is the present total delivered power in your area. 
area ? 

Mr. Wricir. We have presently available 406,000 kilowatts of 
hydro power and 85,000 kilowatts of thermo power, dependable capac- 
ity, or 491,000. We have 91,600 of that that isn’t now being delivered. 

Mr. Fasceitn. What is your annual power increment, based on need ? 

Mr. Wricur. I believe I don’t understand your question. We are 
serving about 400,000 kilowatts of load. Does that answer you 4 

Mr. Fasceti. What I am trying to find out from you now is what 
is your increased need per year ¢ 

Mr. Wricut. Oh, the load growth in that area will vary between 
12 and 18 percent. 

Mr. Fasceti. Starting with this year, for how many years could 
you take care of the load growth? 

Mr. Wricut. Well, if we can get these G. and T. contracts resolved 
and in operation and somebody doesn’t upset the applecart again, we 
can handle the load growth until Table Rock Dam comes in for the 
customers we now have on the line, including the generation and 
transmission cooperatives, and we will have, at the end of that time, 
which will be 1960, just about enough power left to handle the G. and 
T. loads until 1965, and take care of a few extra ones like Paris and 
people like that that are in desperate straits, there would have to be 
a very small quantity. 

We actually expect we could increase the Oklahoma operation from 
about 50,000 to 80,000. We could increase our direct sales from about 
35,000 to 60,000, and we could handle the load growth of the present 
customers. 

Mr. Fasceti.. Under all of those conditions being sucessfully met, 
what is the future facing your Administration in 1965? 

Mr. Wricur. I don’t know what the future will be in 1965. 

Mr. Fascett. What alternatives do you have? 

Mr. Wrrcur. I do have faith in this country. I think that power 
needs are going to increase by leaps and bounds. I think that as fast 
as we can put in power and work together, every bit of it will be 
needed. 

There is a potential power market of preference customers in that 
area of at least a million kilowatts at the present time the customers 
can absorb on peak in that area, or the whole utility system can absorb 
on peak at least 2 million kilowatts. 

Now, when you talk of companies and governments and G. and T.’s 
being something separate down there, that cannot be and never will be 
again, whether we like it or not. 

Mr. Fascetn. In other words, they have got to work together in 
order to meet the power demands. 

Mr. Wricur. Not only work together but, if some one of them pulls 
the switch, he plays cain with everybody else. We are all intercon- 
nected down there. 
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It might interest you to know that when the hurricane hit Con- 
necticut last year, the Kansas City Power & Light Co. _ up 
50.000 kilowatts of load, because the hurricane hit CG onnecticut, by dis- 
placement from Connecticut plumb to Kansas City. Nobody could 
stov it. The only way you can stop it is Just pull a switch, and that’s 
the best. w ay I know to get shot. 

Mr. Fascern. So, when we are talking on the question of public 
and private power, we are not talking about the elimination of any ¢ 

Mr. Wricur. Not to my mind. 

Mr. Fascetzi. Not from the standpoint of the man who is operating 
in the field. 

Mr. Wricur. I would hate to live in the country where there was 
only one way. I think Chevrolet makes a better car because Ford 
keeps him humping. 

Mr. Fascetn. There might be some very serious question, however, 
as to policies which might affect who is going to produce the additional 

ower that is going to be needed. 

Mr. Wricur. There is always a question of ownership, and this is a 
rough poker game. ‘There are lots of blue chips on the table in this 
game, and this question of ownership involves the question of con- 
tractual rights, and I don’t say this critically, if I were them, I would 
try to get every one of them I could get to. 

Mr. Dawson. They are trying. 

Mr. Wricur. I never had a friend in a poker game yet. 

Mr. Dawson. They are trying and they are getting a lot of help. 

Mr. Fasce.u. Just one more question, Mr. Chairman, and I am 
about through. Do you feel—I am assuming now that you feel this— 
that the requireme nts of future needs can best be met under c onditions 
as they exist not only in your area but throughout this country by an 
orderly increase in power produced, both from the standpoint of 
private industry and the Government ? 

Mr. Wricur. I do. 

Mr. Fascetn. That is all. 

Mr. Cuuporr. It is 3 minutes of 5, and I think we will recess for 
dinner, until 7, at which time, Mr. Jonas, you will have the first oppor- 
tunity to start questioning. 

(Whereupon, at 4:57 p. m., a recess was taken until 7 p. m. of the 
same day. ) 
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Members present: Representatives Chudoff (chairman), Fascell, 
Mollohan, and Jonas. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
chief counsel; and H. Vance Austin, associate counsel. 

Mr. Cuuporr. Mr. Wright, would you come, please. 

The subcommittee be in order. 

I believe when we recessed for dinner we were at the point where 
Mr. Jonas was to take over the questioning. Will you proceed, Mr. 
Jonas? 

Mr. Jonas. Mr. Wright, I think just before the recess you were 
talking about this 50,000-kilowatt pickup of the requirements of the 
Oklahoma companies due to this bre akdown, 
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FURTHER STATEMENT OF DOUGLAS G. WRIGHT, ADMINISTRATOR. 
SOUTHWESTERN POWER ADMINISTRATION, TULSA, OKLA. 


Mr. Wricur. Yes, sir. 

Mr. Jonas. That was brought into the hearing at Springfield by 
Mr. Davis, who said he was an attorney for a number of towns in 
Oklahoma, including Skiatook. 

Mr. Wricnr. I believe that was Mr. Davidson. 

Mr. Jonas. It was also referred to in the hearings by Mr. Blalock 
in the preliminary hearings early in the vear before we went to Spring- 
field. The inference that was drawn from that testimony was that 
here is Skiatook, which was a preference customer, unable to get some 
of its power requirements and at the same time the Southwestern 
Power Administration was deliberately giving 50,000 kilowatts over 
and above contract demands to private utilities. I understood you 
to say later that this 50,000 was part of the original contract that the 
Oklahoma companies didn’t take last vear; is that correct? Could 
you explain that a little more fully for the record ? 

Mr. Wricnr. That is correct. 

Actually, you should have some background. You have to realize 
that the year before we were out of water. Some of our dams were 
actually out of operation—and I would think the committee ought to 
know this--these dams were intended to be integrated to the extent 
that some of them do not even have facilities to run their gates or 
their lights when their big units are down, and I have to buy power 


from people to run those gates and lights. During the drought a year 


ugo this summer the Fort Gibson Dam was out of operation for many 
months. The Bull Shoals Dam was 2 or 3 feet inka the bottom of 
the power pool. The Norfork Dam was down at the bottom pool. 
The Tenkiller Dam was practically out of operation. The only horse- 
power we could run was Denison. These companies were kind enough 
at that time to continue delivery of energy for the account of the 
Government to the preference customers we were obligated to serve 
without our delivering any electric power or energy to them or a vastly 
curtailed amount. 

Mr. Jonas. Would you call that deferring their contract right to 
this power? 

Mr. Wricut. Yes. They deferred their contract right at the re- 
quest of the Government. They didn’t want to. We had to use some 
pretty good salesmanship to talk them into it. 

Mr. Jonas. When they had this breakdown this past summer, they 
exercised their right to call for the delivery of some of the power they 
had referred the previous year? 

Mr. Wricur. They didn’t have to exercise their right. They had 
done us a favor the year before and when they were in trouble, we were 
behind them. 

Mr. Jonas. Even if you had not been disposed to come to their 
rescue to help them out in a critical situation, could they have de- 
manded it? 

Mr. Wriaut. Yes, sir; I believe they could. 

Mr. Jonas. And you would have been compelled to furnished it to 
them because it was part of the power they had delivered ? 

Mr. Wricnt. On a day-to-day basis they could have demanded, and 
we would have had to serve it. 
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Mr. Jonas. My understanding is that Skiatook didn’t want day-to- 
day power; what they wanted was firm power, continuous power; is 
that correct ¢ 

Mr. Wricnt. They started that way. That was what they wanted 
when they started. 

Mr. Jonas. In the final analysis, they said they would take it on 
any basis they could get it. 

Mr. Wricut. That is right. 

Mr. Jonas. They would not normally be interested in having their 
power requirements supplied on a day-to-day basis ? 

Mr. Wricut. They would not. 

Mr. Jonas. Is it also true that Skiatook municipality at the time it 

signed its original contract could have taken more power than the 
amount provided for in the contract ? 

Mr. Wricut. No, sir; because we required people to confine them- 
selves pretty closely to what they needed, because there were too many 
people who ws anted it. 

Mr. Jonas. You didn’t have enough to go around? 

Mr. Wricut. It was pointed out to people that the limitations of 
the Government power availability was the reservoirs that the Con- 
gress had authorized and appropriated money to have constructed, and 
one of the advantages through this arrangement was they were con- 
nected to an alternate source of power. We created in the Southwest. 
so people would know what they were doing, or got the people to create 
in 1948 a Southwest Power . \dvisory Committee which was composed 
of all of the consumers of the Southwestern Power Administration, 
and everybody else who wanted to come in and participate in it. We 
asked that committee, and they did meet with us regularly every 3 
months to give us their views. At every such meeting the entire con- 
ditions of the Southwestern Power Administration were outlined to 
those customers and they knew for years the day was going to come 
when there was no more power for Southwestern Power Administra- 
tion to use to serve load growth. 

Mr. Jonas. When Skiatook was asking for this extra 250 kilo- 
watts, that was power over and above their contract demand? 

Mr. Wriacntr. Yes, sir. Iam not sure the figure was 250 kilowatts, 
but whatever they asked for was above their contract demand. 

Mr. Jonas. To put it another way, Southwest Power Administra- 
tion has never defaulted, has it, in filling the contract demand require- 
ment of Skiatook 7 

Mr. Wricgur. No,sir. But we would have defaulted in the summer 
before last if the companies had not come to our rescue. 

Mr. Jonas. I became interested in this Skiatook situation because 
of the statements made by Mr. Davidson at the hearing, and I obtained 
from the Federal Power Commission a pamphlet entitled “Typical 
Residential Electric Bills for 1954 Applying to Cities of 2,500 Popu- 
lation and More.” It lists a number of municipalities in Oklahoma 
and gives the rate consumers pay for power. I do not find Skiatook 
on the list, but I do find a town named Purcell in Oklahoma which is 
one of the towns Mr. Davidson said he represents, and I find Ana- 
darko, another town he said he represented, listed. I find by reference 
to this table that the typical net monthly electric bill for January 
1954 in Purcell, for example, for 250 kilowatt-hours of electric power, 
is $10.55. That power is purchased from a municipal system, the 
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Purcell Light & Water Department. Do you happen to know where 
the municipal distributing company gets its power ? 

Mr. Wricur. From Southwestern Power Administration. 

Mr. Jonas. Keep that figure in mind, $10.55. For 500 kilowatt- 
hours the cost is $15.55, but I notice a number of other cities listed of 
comparable size. One, for example, Nichols Hills, Okla., gets power 
from the Oklahoma Gas & Electric Co., and the average cost for 250 
kilowatt-hours is $6.97 per month as compared with the $10.55 at 
Purcell and for 500 kilowatt-hours at Nichols Hills it is $9.47 as com- 
pared with the Purcell charge of $15.55. I assume this extra charge 
the customers at Purcell pay is because the municipal electric com- 
pany that serves Purcell sells its power at a profit. Mr. Davidson 
testified that Skiatook made $30,000 a year on its power. If that is 
true, if the municipalities are making a profit on their power, how 
does that square with the Flood Control Act, section 5, which contem- 
plates that this power should be made available to customers at the 
lowest possible price? 

Mr. Wricut. There are many laws enacted and many requirements 
but the provisions for policing the laws have never been made. The 
added provision in our original contracts with municipalities in that 
area provided that if they ‘did not carry out that mandate of serving 
the ultimate consumer at the lowest possible rate consistent with sound 
business principles, the Government would have the right to stop 
serving them power. That section was removed from the contract 
by a change in power policy, I believe, with the recent change of 
administration on the theory that the Government had no right to 
dictate to the local communities what their power rates should be. 

Mr. Jonas. When that section was in the law, did you ever act 
under it? 

Mr. Wricetrr. We had it in the contract itself. I never had enough 
staff to police it. We knew these little towns were practically run- 
ning the city on their electric-light powerplants, building swimming 
pools and libraries and parks and paving streets, and it was one of 
the hard things for us to sell power. As a matter of fact, one of 
the terrific criticisms leveled at our marketing of power in the initial 
phase was that we were going to tell these towns what they would 
have to charge for power and how they could run their business. I 
faced that accusation a thousand times. 

Mr. Jonas. Is it true that you are furnishing some extra power to 
Skiatook now? 

Mr. Wricnr. Yes, sir. I would rather phrase it that they are 
taking it. 

Mr. Jonas. Where do you get that power that you-— 

Mr. Wricur. It comes off the integrated system from the dams and 
interconnections that we have. 

Mr. Jonas. I understand your position about the power situation in 
the Southwest area or at least your philosophy about it is that about 
the best possible arrangement is where the Government with its facili- 
ties and the cooperatives and the preference customers with their fa- 
cilities and the private utilities with theirs all work together, inte- 
grate all of those facilities, and that the best possible result can be 
obtained where that happens. 
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Mr. Wricur. That is right, sir. I think that is real middle of the 
road. Isaid “middle of the road” in 1948 and outlined that program 
to Congress. 

Mr. Jonas. As a matter of fact, you were the man who was respon- 
sible for working out a plan which would have eliminated all of this 
confusion in the Southwest if it had been adopted; is that not true, 
the 12-company contract ‘ myh; oes 

Mr. Wricut. I think it would have eliminated a great deal of it if 
not all of it, if Congress had not changed the ball game on me. 

Mr. Jonas. But Congress was not responsible for the failure to put 
into operation the 12-company contract, 

Mr. Wricut. That is correct, sir 

Mr. Jonas. Would you briefly describe the arrangement that was 
contemplated in that 12-company centract ? 

Mr. Wricur. The 12-company contract was a contract with the 
companies outside—all of the companies in the area outside of the 
Texas Power & Light Co. or outside of Texas, and the two Oklahoma 
companies with whom we already had contracts. It included all of 
the other companies in the area from Louisiana, Arkansas, up to about 
the center of Missouri, which would have done exactly the same thing 
in that entire area as the Oklahoma contract does in the Oklahoma 
area. Mainly, the Government sold no power to the companies, but 
gave the Government the right to request the companies to deliver 
power for its account. When the companies started that delivery and 
only then did the Government deliver power to the company. 

Mr. Jonas. If that contract had gone into effect, it would not have 
been necessary for the Government to build steam plants or for the 
(. and T.’s to have built steam plants ? 

Mr. Wricnur. Yes, it would have been necessary for the G. and T.’s 
to build steam plants because their steam plants were under construc- 
tion before the plan was ever devised. It ought not to have been 
necessary. 

Mr. Jonas. If the plan had been devised before they started the 
building of these steam plants, would it have been necessary to do that 
hecause the private companies would have obligated themselves to 
furnish all the power requirements ? 

Mr. Wricut. The reason why it wasn’t done before was because the 
private companies refused to do it. 

Mr. Jonas. It was through your efforts that they were finally 
brought around to an agreement to go into the arrangement ? 

Mr. Wricur. I think there were a number of factors. I think some 
of it was our efforts in Southwestern Power and some of it was the fact 
that these cooperative systems were coming into being. Another was 
the fact that they recognized this power supply was here and it was 
a thing that had to be solved, and they finally decided to try to solve 
it instead of cussing it. 5 

Mr. Jonas. They agreed to go into it in 1949 or 1950? 

Mr. Wricur. No, sir. The first time we arrived at an agreement 
was in the first part of 1952. In 1950 they made an offer to the Govy- 
ernment which was wheel the power and pass on the benefits to the 
customers when and if we get ready. I rejected that offer and the 
Oklahoma companies then broke off from the other companies and 
negotiated separately. 
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Mr. Jonas. Before you get to that, how far did you get in the prepa- 
ration and signing of ‘this 1: 2-company contract 4 

Mr. Wricur. The companies and the Southwestern Power arrived 
at full agreement on the contract and the contract was submitted in 
January of 1952 to the Secretary of the Interior with a recommenda- 
tion that I be authorized to execute it. 

Mr. Jonas. That was your recommendation ? 

Mr. Wricur. Yes, sir. 

Mr. Jonas. ‘That wasin January of 1952? 

Mr. Wricur. That is right. 

Mr. Jonas. When did you hear from the Secretary with his deci- 
sion? 

Mr. Wricut. On January 19, 1953. 

Mr. Jonas. That was the day before he went out of office ? 

Mr. Wrieur. That is correct. 

Mr. Jonas. That was Secretary Oscar Chapman ? 

Mr. Wricur. That is correct. 

Mr. Jonas. Did he ever call you in to discuss it during that year 
that he held the contract ? 

Mr. Wriaurt. I don’t know whether he ever called me in. TIT tried 
desperately during that year to get it executed. I used every wile at 
my hand and I was a pretty shifty character in those day, trying to 
get this contract approved. 

Mr. Jonas. You testified before the House committee that in your 
opinion the biggest mistake the United States Government ever made 
in the power business was to refuse to sign that contract. 

Mr. Wrieut. That is still my judgment. 

Mr. Jonas. And you feel that if that contract had been signed much 
of this trouble we are now experiencing in the Southwest would not 
have occurred powerwise ? 

Mr. Wricur. I do. 

Mr. Jonas. Mr. Wright, the Southwest Power Administration 
headquarters are at Tulsa ? 

Mr. Wrient. That is correct. 

Mr. Jonas. How far is that from Springfield, Mo. ? 

Mr. Wricurt. 229 miles. 

Mr. Jonas. Were you interviewed by staff members of this com- 
mittee prior to our hearing i in Springfield ? 

Mr. Wrieut. No, sir. 

Mr. Jonas. Did you know that this committee was out in Spring- 
field, Mo., investigating the administration of the Southwest Power?! 

Mr. Wricnt. Oh, yes; of course. I have good information sources. 

Mr. Jonas. Did you get that from the press or did you get that 
from this committee ? 

Mr. Wricuv. I reserve the right to retain my sources of information 
so they will not be impaired; if I may, sir. 

Mr. Cuuporr. Will you yield at that point ? 

Mr. Jonas. Yes. 

Mr. Cuuporr. This was not a secret investigation, was it ? 

Mr. Wrieut. I do not imply that. 

Mr. Cuvporr. It was free and open ? 

Mr. Wricut. Yes, sir. 

Mr. Cuuporr. The people who gave you information did not give 
it to you under the table; did they? 
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Mr. Wrieut. They asked me, “Have you heard that there is a 
hearing?” I said, “No, I didn’t hear there was a hearing.” Then 
they said, “But there is one.” 

Mr. Cuvporr. Our staff members didn’t say, “Don’t you tell the 
Southwest Power Administration that there is to be a hearing”; did 
they ¢ 

Mr. Wricur. I don’t imply that. I was not notified officially. 

Mr. Cuvuporr. If the staff had come to interview you under the 
directive of the Interior Department, you would not have been 
allowed to talk to them anyway, would you? 

Mr. Wrieur. I don’t know about talking to them. 
have ever been told not to talk to anybody. 

Mr. Jonas. Would you permit the gentleman to answer the ques- 
tion ¢ 

Mr. Wricut. I don’t think I have ever been told not to talk to 
anybody. I have been told that any information that the committee 
wanted formally submitted from the Southwest Power should be 
submitted to the Department. 

Mr. Cuuporr. You were told not to deal directly with my staff 
members; were you not? Didn't you get a letter from the Secretary 
of the Interior ? 

Mr. Wricur. I may have been told not to deal with them directly, 
but I would say, “Hello.” 

Mr. Cuvporr. Mr. Wright, you know I am not talking about 
“Hello” and “Goodby.” I am talking about your administration of 
Southwest Power Administration as Administrator. The reason I 
am raising these questions is that I don’t want to get it into the record 
that this was a secret Gestapo, Russian secret police investigation. It 
wasn't. It was a free and open investigation and our staff went out 
and received certain complaints from certain of your customers, and 
we went out to talk to them about it. We would have been very happy 
to talk to you about it, but you were directed by the Secretary of the 
Interior that you were not to talk to any staff member of this sub- 
committee without first consulting the Secretary. 

Mr. Wricur. I think we had instructions. 

Mr. Jonas. I don’t know who is doing the testifying, whether Mr. 
Wright or Mr. Chudoff is. I know one thing, and I want the record 
to show it, that half a dozen of us with 2 or 3 staff members and a 
stenographer, we took them all the way to Springfield, Mo., and stayed 
there 2 or 3 days to investigate your administration, and I want to 
know if this committee told you that we were going to be there, and 
invited you to be present or gave you an opportunity to tell the story 
vou have told here out in Missouri, where the complaints were aired 
before the public. 

Mr. Wricut. No, sir: I was not given that opportunity, and had 
I been given that opportunity, I would have recommended to the de- 
partment that I be allowed to appear. 

Mr. Jonas. You think you could have gotten permission just like 
vou are here today ? 

Mr. Wricut. I have no doubt about it. 

Mr. Cuvporr. You wouldn’t have told a different story in Spring- 
field than you are telling today ? 

Mr. Wrieut. Mr. Chairman, I never tell anybody a different story. 
T have never seen a question or a man I am afraid to answer. 


I don’t think I 
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Mr. Cuvuporr. That is right. I want to commend you on that. 
You are the most forthright witness we have had since we started 
this investigation. Your opportunity to talk is today. We are giving 
you that opportunity to tell us anything you want to tell us. We 
are happy to hear it. I don’t want the record to show you were 
gagged. I don’t think it makes a bit of difference whether vou told 
us your story in Springfield, Mo., or in Washington, D. C. We went 
out to Springfield because we had a lot of little people who couldn't 
afford to come to Washington to tell the storv, and we felt that 
your administration could send you here to talk to us easier than 
we could go out to talk to you. We had a lot of people there and 
we couldn’t stay any longer, and we were trving to save expenses. 

Mr. Wrieurt. I have no objection to coming here or anywhere where 
a committee of Congress wants me to testify. T have never bothered 
to write a speech because I have found that the easiest word to 
remember is the spoken word of truth. 

Mr. Cuvporr. T am not questioning your veracity or sincerity. I 
think you are a very sincere witness, and I think you are well versed 
and qualified in vour field. T think that you certainly know what you 
are doing as far as power is concerned, public power, and what your 
theories are, and you believe in what you are telling us is the right 
thing, and you are sticking by your guns. 

But I want to say to vou that I don’t think it makes a difference 
whether you come to this committee in Washington or Springfield, 
Mo., and it doesn’t make one bit of difference in the net result, be- 
cause you would have said the same thing in Springfield as you are 
saving here today. 

Mr. Wricur. I don’t think it makes any difference to me where 
I testify. 

Mr. Fasceii. Now that we have cleared the air, let’s ask him some 
questions about Southwestern Power Administration. 

Mr. Jonas. We haven’t cleared the air. T think it makes a dif- 
ference, and that is because Mr. Davidson testified before a room 
full of people, and every newspaper in the Southwest carried his 
charges that these people were deliberately selling power to the 
private utilities in Oklahoma and denying it to the little town of 
Skiatook. T think the people of Ski: itook and the other people who 
were interested in the facts about the thing, and not just simply 
charges, should have heard the explanation there instead of deferring 
it for 50 or 60 days, and have it come out here in Washington. 

Mr. Fascrrn. What difference does it possibly make? He has ad- 
mitted that that is what they did. 

Mr. Jonas. Whv didn’t we have him give the testimony where the 
charges were made? 

Mr. Fsscetr. I think it is a moot question. Why don’t we go on 
to something else? 

Mr. Jonas. T don’t tell you how to conduct your examination. 

Mr. ee No. 

Mr. Cuvuporr. Mr. Jonas, T would like to get away from that, but 
T want tosay this to you. 

T had told you on a number of occasions that the Department of the 
Interior officials would have an opportunity to testify before this 
committee. You wanted them to testify at Springfield. As chair- 
man of the committee T wanted them to testify here. As long as I 
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am chairman of the committee, I decide on its procedures. You may 
not agree with my procedure, but we are not trying to stop this man 
from telling y us what he wants to tell us. 

Mr. Jonas. I didn’t intend to intimate that he was. I was just in- 
quiring of i whether he was given an opportunity to be present in 
Springfield, and an opportunity ‘there to answer the charges that were 
made against him and his Department. 

Mr. Wright, do you ae a man named R. J. Martin? 

Mr. Wricur. Yes, sir; I do. 

Mr. Jonas. He formerly worked for you? 

Mr. Wricut. That is right. 

Mr. Jonas. Have you read his testimony that he gave in Spring- 
field ? 

Mr. Wricut. No, sir. I have too much work to do to read all these 
hearings. 

Mr. Jonas. It will take you a long time to read all the testimony 
this committee has elicited, I will say that. I would like to read 
you a statement or two made by Mr. Martin. I thought I had it 
marked. 

[f you will give me just a second. 

Mr. Martin testified that in meetings attended by you and other 
Southwest Power Administration officials—and when I asked him to 
name them, he named you as one of them—gave oral instructions to 
the representatives out in the field to go out and commit all of the 
power that was available, the inference ‘being that you didn’t want to 
have any left to take care of situations suc ‘h as we have been t: alking 
about. 

Mr. Wricur. I gave instructions to sell the power we had to dis- 
pose of as soon as possible, because that is what the law says to do, and 
that is the only way we can repay the cost of these projects. We 
can’t keep power for load growth to save our life and pay out. 
That is one of the problems of this power program, where will we 
get load growth power ? 

May Is say, sir, if we didn’t have this 130,000, let’s assume that 
everything we had was going to preference customers, I can assure 
you that that i is not going to stop Jimmy Jones from buying an air 
conditioner, in the town of Skiatook, from needing another 50 kilo- 
watts next year. If we didn’t have any, where are we going to get it? 

Mr. Jonas. This was one of the answers that I wanted to invite 
your attention to. Mr. Martin was asked the question about instruc- 
tions. He stated that certain instructions had been given. Mr. Moss 
asked him this question: 

On these instruction changes, Mr. Martin, which were given verbally at 
the conversations, how basic were they? You have given us the one example, 
apparently doing away with any set- aside policy. Was that principal change 
brought about by the instructions, or were they more comprehensive than that? 

Mr. MARTIN. No; we were just told that the co-ops and municipalities could not 
depend on the Government for any additional power to meet their needs. What 
their contract demand in their contract is what they would get. That is about 
the way it was given to us. 

Mr. Moss. In other words, you were to go out and commit all available »ower 
to preference customers and nonpreference customers, if it was necessary, to 
get rid of it? 


Mr. Martin. That was partly true. I can’t say all is true, because there were 
several requests. 
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Mr. Wricur. I don’t recall ever giving Mr. Martin any instructions 
to peddle any power to nonpreference customers. Fle was an ambi- 
tious person. He dug up a lot of load, and he was a good man to stir 
up the bees. But I don’t ever recall telling him to sell any to non- 
preference customers. I had to get the approval of the Secretary of 
the Interior to do that. I can’t even recall at the moment that we are 
selling any to them to amount to anything. 

Mr. Jonas. Well, would you please tell the committee the basis of 
the contract you have with the Texas companies? I believe you have 
testified that it is a satisfactory working partnership arrangement be- 
tween Southwest Power and the co-ops and the private utilities ? 

Mr. Wricur. Yes, sir. It is a very simple contract. Under that 
contract we agreed to deliver to the Texas Power & Light Co. 70 mil- 
lion kilowatt-hours of primary energy a year, and one-half of the 
secondary energy that is produced at the Denison Dam, whatever that 
may be. W e allow them to store that primary and secondary energy at 
the same generating capacity in the judgment of one genet rating unit, 
so long as that unit is not down for repair. If the unit is down for 
repair, they don’t get to take it at all. 

The safe generating capacity, the dependable capacity of that unit 
during low critical water years Was 30,000 kilowatts, so ‘they have the 
right to take 70 million kilowatt-hours of primary power at a rate not 
to exceed 30,000 kilowatts of dependable capacity. 

In return, they deliver to the Government as much electric energy as 
the Government requires for the service of their customers, provided 
that the Government shall not take that energy at a rate greater than 
20,000 kilowatts until a third generating unit is installed at the Deni- 
son Dam, after which the Government may take it at a rate of 25,000 
kilowatts. 

The relationship of the third generator is that it would form, then, 
a reserve, and make a real firm power supply out of the initial 
generator. 

That had this result last year; that we delivered 70 million hours to 
the Texas Power & Light Co., and they delivered 84 million back to us 
for our customers of primary energy. We delivered to the Texas 
Power & Light Co. in fiscal year 1955, 7,609,000 of secondary, and the 
first 3 months of fiscal year 1956, we delivered 8 million kilowatt-hours 
of secondary. 

Mr. Jonas. When you say you delivered prime power to them, you 
mean that was hydropower ? 

Mr. Wricut. Yes, sir. 

Mr. Jonas. You mean you transferred title to this private utility? 

Mr. Wricut. Yes, sir. 

Mr. Jonas. And that has been the subject of considerable discussion 
down in Georgia, in the Southeast, that you have no difficulty transfer- 
ring title to this power in the Southwest ? 

Mr. Wricnr. I am not familiar with the discussions east of the 
Mississippi River, sir. 

Mr. Jonas. But you know that you transfer title to this power to 
the private utility in Texas. 

Mr. Wricnr. Yes, sir; because they took the position that if the 
title wasn’t transferred to them, they might well be considered to be 
wheeling this power, and might be termed a common carrier, and 
that was a term they wouldn’t risk. 
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Mr. Jonas. So you actually sell the power to them ‘ 

Mr. Wrigut. That is correct. 

Mr. Jonas. They, instead of returning power to you, serve your 
customers’ That is the way they deliver the power bac k to you? 

Mr. Wricut. No, sir. They serve for my account. ‘They deliver it 

“bae k to me. l own the tomintoes, when they go back a ee. 
The title passes back to me at that point, “and I am liable for it. I 
have the contract with the customers. 

Mr. Jonas. That is right, but the actual power does not come back 
through your facilities. It is delivered, the commodity, the power 
itself, is delivered by the private utilities to the consumer. 

Mr. Wricurt. In the case of two cooper: itives, that is incorrect, be- 
cause in the case of the cooperative at St. Augustine, Tex., and the 
cooperative at Livingston, Tex., the Texas Power & Light Co. had 
no lines reaching to those cooperatives, did not feel that they were 
justified in building them, and under the contract I had to take it from 
the end of their system, and the Government built two tag ends of 
lines, “ possibly altogether about 30 miles. 

Mr. Jonas. But with respect to the other co-ops, other than the two, 
they make delivery direct ¢ 

Mr. Wricut. That is correct. 

Mr. Jonas. And so you have a sort of a tricontract there, don’t you / 

Mr. Wricutr. No, sir. 

Mr. Jonas. Well, you have three people involved, the Southwestern 
Power Administration, the private utility, and the ultimate consume ¥ 
which is a co-op. 

Mr. Wricutr. It is not a contract, sir. that 1s interrelated. It is a 
contract that LT might make to sell a fellow tomatoes down in Florida, 
and the fact I elect to move them down there in a trucking company 
that doesn’t belong to me has nothing to do with the guy ‘in Florida 
buying tomatoes. 

Mr. Jonas. At any rate, the contract provides that you deliver firm 
hydropower to the private company, the private company firms it up 
and sells firmed power to the customers. 

Mr. Wricirr. I deliver this hydropower to the company in accord- 
ance with the scheduled needs of the company in its total resources. 
Out of their total resources they agreed to furnish to me for the service 
of these customers such energy as I need up to 20,000 kilowatts, and 
they do that. They have no contractual rel: ationship whatever with 
the customer. That is entirely mine. 

Mr. Jonas. Has that arrangement been satisfactory 
parties so far as you know ? 

Mr. Wricur. The finest arrangement, contract, I have ever been 
involved in, and I don’t suppose either party has ever read the contract 
since it was written. The lawyers think that contract is a d: ay-to-day 
contract. and nobody has ever questioned action under it in 9 years. 

Mr. Jonas. Under that contract the ultimate consumers. the dis- 
tributing co-ops, receive a fair, reasonable rate? 

Mr. W RIGHT. Yes, sir. 

Mr. Jonas. Is that contract somewhat similar to the Oklahoma 
contract ? 

Mr. Wricut. Yes; it is similar, exe ept the Texas Power & Light Co. 
does not charge us to wheel the power, and the Texas Power & Light 
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Co. doesn’t agree to such broad coverage as does the Oklahoma con- 
tract. 

In other words, we have a better financial deal in Texas, but we have 
a broader right under the Oklahoma contract. 

Mr. Jonas. In the Oklahoma contract you sell hydropower to the 
companies ¢ 

Mr. Wricur. That is correct. 

Mr. Jonas. And the companies then sell back firm power for your 
account, but deliver it to your customers ? 

Mr. Wricur,. That is correct. They deliver it to us, or for our 
account, whichever we may request. 

Mr. Jonas. Am I correct in assuming that is a satisfactory contract 
with all parties ? 

Mr. Wricut. It has been entirely satisfactory from the viewpoint of 
the Government. I might point out that both of these contracts pro- 
vide for rate redetermination in the event it becomes necessary to 
adjust the Government’s rate, and I think the rate adjustment is neces- 
sary in the Oklahoma contract, and so far as I am concerned, both 
contracts have been entirely satisfactory, and I wouldn’t hesitate to 
recommend both of them again today. 

Mr. Jonas. I read your testimony before the Senate committee in 
which you pointed out that you had known for several years that the 
rate structure had to be revised. 

Mr. Wricur. That is correct. 

Mr. Jonas. And I believe you and Colonel Whipple were before the 
House committee on the same day, from the Corps of Engineers, and 
there was some little discussion about how much more the dams had 
cost than originally contemplated. 

Mr. Wricut. That is correct. 

Mr. Jonas. You testified that the dams actually cost 51 percent more 
than they originally were estimated to cost, and that the rate structure, 
a rate structure was based on the original estimates, and therefore had 
to be revised, whatever happened. 

Mr. Wricut. I don’t remember the percentage of increase, but there 
was a very large increase; yes, sir. 

Mr. Jonas. And that is one of the substantial reasons, wouldn't you 
say, why you are having to operate in the red, and have been since 1951, 
because your income hasn’t been sufficient to amortize the payments, 
because the payments are more than originally contemplated. 

Mr. Wricut. That is one of the factors, as I testified before the 
Senate committee. 

Mr. Jonas. There has been some testimony before the committee 
regarding this aluminum contract in Arkansas. I know you are fa- 
miliar with it, and I would like for you to set the record straight about 
what is involved in that contract. There has been some testimony 
that the Arkansas company gets a bonus of about 50,000 kilowatts of 
electricity for handling that, and I know you are familiar with it. 
Would you please give us the correct information about that contract 

Mr. Wricur. I think maybe a little background would be in order 
on that contract. We seem to be able in this country to get into a 
war and get scared to death, and after we win the war, forget what 
we did to help win it. ‘That contract was negotiated at a time when 
a very definite aluminum expansion was being sought by the United 
States Government. The State of Arkansas was extremely interested. 
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As far as I know, all representatives from Arkansas were extremely 
interested that the aluminum industry of Arkansas be the place where 
the expansion of the United States industry would occur, rather than 
voing to Canada and expanding it there, and then giving it back to 
them after the war, as I believe the statement was made. 

We were trying to find a way to put the power resources of the 
Southwest together to enable that aluminum expansion in Arkansas. 
We knew that from the Bull Shoals Dam we could supply the hydro 
peaking component of the power required of somebody else, if they 
would go together with us and supply the steam thermo components 
of generated power that was needed. 

Negotiations were carried on to some extent largely by the Under 
Secretary of the Interior himself. I believe at that time the gentle- 
man’s name was Mr. Searles. 

Mr. Jonas. Was that when Mr. Krug was Secretary ? 

Mr. Wrieut. I believe Mr. Chapman was Secretary, but Mr. Searles 
was Under Secretary. He personally entered into the negotiations 
very extensively. The Reynolds Metals People were negotiating on 
constructing the plants—the Arkansas Power & Light Co.—and nego- 
tiations went back and forth across the country, trying to find the 
answer. The contract that was arrived at was a contract under which 
we sold the power at the delivery point for 6.2 mills, and then allowed 
a credit of 1 mill for wheeling the power on the part of the power that 
went to the aluminum plant, and we allowed a certain additional 
capacity above the capacity needed to serve the aluminum plant to 
induce the companying to enter into the deal. 

We could not supply nearly as many hours as the aluminum plant 
needed, but we could let the company take the hours we could supply 
at a higher rate than the aluminum load required. 

Mr. Jonas. Is that contract a 30-year contract ? 

Mr. Wrieut. Yes; it is a long-term contract, and the only contract 
we have without a rate redetermination in it. The contract has step 
rates in it which I never recommended, and I do not approve. 

Mr. Jonas. The contract does not have a provision in it which will 
authorize you to redetermine the rates? 

Mr. Wricut. It does not. The contract itself provides for certain 
redetermination. 

Mr. Jonas. But you recommended redetermination provisions, 
didn’t you? 

Mr. Wrieut. That was my initial recommendation. They found 
they couldn’t build the aluminum plant on such a basis as that, that 
they finally negotiated out a firm rate for the full term of the contract. 

Mr. Jonas. Is it true that the private utility gets a gift, so to 
speak, of a considerable amount of power that is a bonus, spoken of 
asabonus? It wasso referred to by some witness. 

Mr. Wrieut. I think they do not get any extra kilowatt-hours, but 
they do have in the privilege of taking the hours they get from hydro, 
faster than they have to deliver the power to the aluminum plants. 

Mr. Jonas. That would permit them to sell it to other customers? 

Mr. Wrieut. That would permit them to carry part of the other 
peak loads of their system off their generation. When the company 
got that concession, Reynolds Metals went after the company. This 
wasn’t just a little easy game with one tough boy in it. Reynolds 
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Metals negotiated as hard as it could for every concession on the part 
of the Arkansas Power & Light Co. 

I would say the ultimate beneficiary of this arrangement of pos- 
sibly selling power cheaper than it ought to be sold from this hydro 
plant is the aluminum industry and not the power company. 

Mr. Jonas. You mean the Reynolds Metals Co.? 

Mr. Wrieur. Yes, sir, I say the aluminum industry. I had a boy 
in Korea at that time, and I was pretty interested in aluminum and 
bombers, myself. 

Mr. Jonas. Well, the company involved is the Reynolds Metals Co.? 

Mr. Wricur. That is correct, sir. 

Mr. Jonas. And they take all of the power under this contract ? 

Mr. Wrigur. That is correct, sir. 

_ Mr. Jonas. Now, what percentage of the total hydro capacity in 
Southwest Power is involved in this aluminum contract ¢ 

Mr. Wricur. A little over a third; 150,000 kilowatts. 

Mr. Jonas. 150,000 kilowatts. 

Mr. Wrigur. Compared to 406,000, dependable capacity. 

Mr. Jonas. 406,000, I do not believe T have any other questions. 

Mr. Cuuporr. I want to ask you a question about this aluminum 
contract. What you have told us is very interesting. In back of my 
mind somewhere the Federal Power Commission was asked to review 
this aluminum contract, were they not? 

Mr. Wrienr. Oh, ves. They were in on the negotiations and hit- 
ting away to have this permanent rate for months, at least weeks. 

Mr. Cuvuporr. Did they not hand a report down saying that they 
found that Arkansas Power & Light Co. was the beneficiary of a 
$700,000 to $900,000 subsidy ? 

Mr. Wricnt. They may have. I have not seen the report. 

Mr. Cuvporr. You have not seen the reports? 

Mr. Wricur. No. 

Mr. Cuvporr. Well, I was just wondering whether we had in our 
files that report of the Federal Power Commission. 

Do we have it, Mr. Lanigan, do you know ? 

T think we ought to put that in the record at this point. If there is 
a review and a report, I think it ought to come in at this point. 

(The report referred to is as follows :) 


Docket No. E-6407, SouTH WESTERN POWER ADMINISTRATION, APRIL 4, 1952 


MEMORANDUM FOR THE COMMISSION 


Reference: Department of the Interior (Southwestern Power Administration). 
Contract between United States of America, Arkansas Power & Light Co. and 
Reynolds Metals Co.’ 

Presented herein for the Commission’s consideration is the 30-year contract 
between the United States of America, Arkansas Power & Light Co., and Reynolds 
Metals Co. for the sale of 150,000 kilowatts of low load factor peaking power and 
of secondary energy by the Government (SPA) to Arkansas Power, and the 
sale by that company of 110,000 kilowatts of high load factor power to Reynolds 
Metals. 

The contract was filed on January 30, 1952, by the Secretary of the Interior 
for confirmation and approval by the Commission under the Flood Control Act 
of 1944 of the rates and charges for the power to be sold by the Government 


1The Bureau of Power has prepared a memorandum for the Commission on the subject 
of allocation of project costs, power values, etc. Material contained in such memorandum 
has been utilized herein. 
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to Arkansas Power. Secause Reynolds is a customer of Arkansas Power and not 
of the Government, the rates to be eharged Reynolds by Arkansas Power are 
not before the Commission for approval. 

The contract provides for automatic termination if the rates to Arkansas 
Power are not approved by the Commission by March 29, 1952. A supplement 
dated March 14, 1952, filed March 27, provides for a 15-day extension of this 
termination date to (Sunday) April 13, 1952. 

The staff recommends disapproval for the reasons outlined below. 


BASIS FOR RECOM MENDATION 


The principal points bearing on the staff’s recommendation are briefly as 
follows: 

(a) SPA’s overall payout studies, adjusted to reflect Bureau of Power’s project 
cost allocations between power and other uses, adjusted to a 50 (instead of 100) 
year amortization period, show its total proposed revenues will not meet total 
eosts. Involved in this matter are questions concerning SPA’s methods of al- 
locating project costs to power. 

(b) The contract revenues are below full allocated cost. SPA has submitted 
several studies, most of which show that revenues from the this contract exceed 
costs allocated thereto. However, the staff believes SPA’s approach is un- 
realistic. (Further, the staff’s allocated cost of service studies indicates rate 
A may have to be increased substantially.) 

(c) The contract is for a term of 30 years with no provision for review of 
rates at any time. However, while the rates charged by the Government would 
be frozen (except for fixed periodic increases), Arkansas Power has the pro- 
tection of the State regulatory commission. The staff does not believe the Gov- 
ernment should commit itself to specific rates for such a long term without some 
recourse for adjustment in price should it become necessary, particularly since 
only a minor portion of all costs are definitely known at this time. 

(d@) The contract rates are substantially below SPA’s other rates, and there- 
fore are discriminatory. 

(e) Reynolds is not a preference customer, and there may be question whether 
SPA can legally divert such a large block of power to such a customer. Further, 
it may not be in the public interest to tie up such a large block of public power 
by one industrial customer. 

(f) Arkansas Power has first refusal on secondary energy (after SPA’s 
present commitment to Texas Power & Light Co. and SPA’s own needs) with no 
corresponding obligation to take it. This is believed to discriminate against 
other purchasers of SPA’s secondary power. 

(g) The margin of profit to Arkansas Power may be excessive. 

(kh) The contract price is substantially below the value of power in the area. 


RATES 


The rates to be charged Arkansas Power by the Government result in a pay- 
ment of $1,872,000 per year for the 150,000 kilowatts and 360 million kilowatt- 
hours of firm power which is equivalent to an average rate of 5.2 mills per kilo- 
watt-hour. Expressed on a kilowatt-year basis, it is $12.48 per kilowatt-year 
(including 2,400 kilowatt-hours per kilowatt, 27 percent load factor). The rate 
v7 the secondary energy sold the Arkansas company is 1.25 mills per kilowatt- 

our. 

The charges for the firm power increase 5 percent every 10 years during the 
term of the contract. The charges for the secondary energy increase to 1.50 mills 
per kilowatt-hour at the end of 5 years, to 1.75 mills per kilowatt-hour at the end 
of 15 years, and to 2 mills per kilowatt-hour at the end of 20 years. 

Reynolds will pay to Arkansas Power $2,232,000 per year for 110,000 kilowatts 
and 360 million kilowatt-hours of firm power (37 percent load factor). Addi- 
tional energy is charged for at 2.25 mills per kilowatt-hour for the first year with 
upward adjustments thereafter. 

A more detailed description of the contract is attached as appendix A. 


DISCUSSION 
Costs and revenues 
‘ A location of project cost to power.—At the time the subject contract was filed, 
SPA submitted an overall pay-out study comparing total system revenues with 
total costs through 1958. This study used questionable methods of allocating 
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the costs of the reservoir projects to power, which SPA claimed was the best it 
could do on the information available to it at the time. At the conference of 
March 14, 1952, among representatives of SPA, the Corps of Engineers, and the 
staff, SPA stated that in the light of new data then available to it, it was willing 
to use the incremental method of allocating project costs to power in all cases 
(except possibly one), but that the allocation of any larger amount to power 
will price it out of the market. The Bureau of Power, on the other hand, believes 
the separable costs-remaining benefits method of allocating project cost to power 
to be proper for all projects except Denison and Norfork where the incremental 
method is deemed proper due to the special circumstances in those cases.* These 
matters are fully discussed in a separate memorandum for the Commission being 
submitted by the Bureau of Power. 

Amortization period.—SPA used 100 years in its overall pay-out study for the 
amortization of the project investments allocated to power. This matter was 
discussed at the conference of March 10 and 14, 1952. Although SPA did not 
agree at the time that 50 years was proper, later studies submitted by SPA used 
a 50-year amortization period. 

Overall pay-out study.—The following tabulation compares the results of 
SPA’s overall pay-out study for the year 1958: (1) As submitted by SPA; (2) 
as adjusted to reflect the incremental method of allocating project costs to power 
and using a 50-year amortization period; and; (3) as adjusted to reflect the 
allocating of project costs to power proposed _— the Bureau of Power, which also 
includes a 50-year amortization period. 


As sub- Incremental | Bureau of 











mitted by roject power project 
SPA allocation allocation 
‘ote means owen Gre) ~<a. no <n crene Nene cacnccece $21, 461,200 | $21,461,200 | $21, 461, 200 
De IORI 6 oe oii annka cds clsbeluenasnaucucdeet 20), 326, 500 26, 357, 400 29, 887, 500 
Excess (deficiency) in revenues... .........------.-.--.- 1, 134, 700 (4, 896, 200)| (8, 426, 300) 
WE Sse tecce inpatient pene tinged aoes cxcaeleee 6 (19) (28) 





In addition to revenues from the sale of hydro-peaking power to be made under 
the subject contract and other sales of such peaking power, the above overall 
payout studies include revenues and related costs for sales to be made under rate 
schedule A to (preference) customers. These customers will be served largely 
from the systems of power companies with which SPA has or is negotiating 
wheeling and firming-up contracts, and from the transmission systems of the gen- 
eration and transmission (G. and T.) cooperatives to be leased by SPA. (Appen- 
dix B attached gives a detailed description of SPA’s proposed system and 
operations. ) 

Contract revenues versus cost of service.—SPA has now submitted 6 studies 
comparing the contract revenues, averaged over the 30-year contract term, of 
$2,207,160 with the allocated cost of the service to be rendered under the subject 
contract, computed on different bases. These studies show annual costs allocated 
to this load ranging from $1,817,000 to $2,283,000, depending on the allocation 
method used and the assumptions made. SPA employed two methods of allo- 
cating system costs to the subject load: (1) Using average system cost per total 
kilowatt-hour sold, firm and secondary, and (2) assigning costs to capacity as 
well as energy. The first method is believed to be unrealistic and not defensible 
on any grounds because the same costs are imputed to secondary energy as to firm. 


2The Bureau of Power, in its memorandum for the Commission, points out that the 
incremental method might also be appropriate for Tenkiller Ferry but that the differences 
are relatively small. 
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SPA’s second method (demand and energy) shows the following results: 


Amount rev- 
Cost enues exceed 
costs 


Revenues: 30-year average, firm and secondary energy $2, 207, 160 : te 
Costs | 
a) 5 interconnected projects constructed or under construction, | 


initial generating units only !___- x ‘ 8G ; 2, 154, 000 $53, 160 
4) 8 interconnected projects expected by 1958, initial generating | 
EEE COIN Fo consdeaes cee cacseaanaagne sme ; ee 2, 283, 000 (75, 840) 
c) Same as (5) except includes added generating units deemed neces- | 
3 2, 100, 000 107, 160 


I Bi cic ntiina cca teetea sib peueeaudcmaas 


Denison, Norfork, Bull Shoals, Fort Gibson, and Tenkiller Ferry. 
2 Same as (a) above plus Table Rock, Dardanelle, and Short Mountain. SPA expects 4 additional proj- 


ects by 1958 but they will be isolated and the power disposed of separately. 
? This figure is lower than that of (6) because the allocated cost of the dam and reservoir is distributed over 


a greater number of kilowatts. 


The above comparisons also are not believed to be valid because current costs 
are compared with the average revenues expected over the 30-year-contract term. 
These average revenues include the effect of the periodic rate increases provided 
by the contract. The average revenues for the initial 5-year period will be only 
$2,052,000. This is less than any of SPA’s allocated costs shown above. The 
comparison with initial revenues is believed to be the proper comparison (instead 
of with average revenues) because there is no assurance that the contract will 
continue for the full 30-year term. Furthermore, SPA claims that the periodic 
increases in the rates to Arkansas Power are to cover future increases in costs. 
Presently estimated costs, therefore, should be compared only with the initial 
rates. Thus, by SPA’s own figures, the contract revenues will be less than cost. 

The above studies are based on SPA’s revised allocations of project costs to 
power and on the amortization of such costs in 50 years. SPA has allocated to 
power, however, only the incremental costs of adding power to flood control (and 
navigation) projects. 

A staff study, using the allocations of project costs to power considered appro- 
priate by the Bureau of Power and making certain other adjustments to SPA’s 
studies, shows the allocated cost of the service to be rendered under the subject 
contract to be $2,857,500 per year or $805,500 (39 percent) in excess of the initial 
contract revenues. 

Cost of service under rate A.—Staff computations, using the data contained in 
SPA’s overall payout study, but reflecting SPA’s incremental allocations of 
project costs to power, show the allocated cost of service to purchasers served 
under SPA’s rate schedule A (sales to preference customers) to be approximately 
7.03 mills per kilowatt-hour at the load factor of the rate A customers assumed 
by SPA. This compares with the average revenue of 5.46 mills per kilowatt- 
hour under rate A at the same load factor. Allocating the project costs in 
the manner deemed proper by the Bureau of Power results in a cost of service 
to rate A customers of approximately 7.92 mills per kilowatt-hour. 

SPA claims that if rate A is increased as much as a mill or more it will be 
priced out of the market. Considerable difficulties are, therefore, anticipated 
when rate A comes up for review in the near future. (Rate A approval expires 
February 13, 1953.) It would, therefore, appear to be imperative at this time 
to insure that any long-term rates, such as those contained in the subject con- 
tract, are not below cost, because any deficiency therein may require a further 
increase to the rate A (preference) customers. 

SPA’s position that increasing the portion of the project costs allocated to 
power will price it out of the market is a very vital question, and it must be set- 
tled in the near future before the review date of all of SPA’s other rates. It 
certainly is too important to attempt to settle in the limited time available for 
the study of the subject contract. There is reason to believe there may be factors 
which contribute to SPA’s unfavorable position other than the allocation of 
project costs, and it is believed that it would be inadvisable to use SPA’s pro- 
posed allocations of project costs at this time as a basis for the long-term approval 
of the subject rates at least until the matter can be thoroughly studied. 


30-year contract term with no provision for review of rates 
_ The contract is for 30 years with no provision for the review of rates at any 
time, The firm rate is increased 5 percent every 10 years. (The secondary rate 
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is increased at 5, 15, and 20 years.) SPA claims these increases will take care of 
possible future increases in cost. It is understoond that Reynolds insisted that 
the rates not be subject to review due to its financing requirements. 

The bulk of the project and transmission investments remain for the future. 
Only three projects costing $100 million are now producing power, out of 12 
projects forecast for 1958 costing over $775 million. Further, whereas the 
rates to Arkansas Power are not reviewable under the contract, that company is 
protected since its rates, including those it charges Reynolds, are subject to State 
regulation. Also, if SPA’s costs do increase, the rates to other customers re- 
ceiving the same class of service would necessarily increase, with resulting dis- 
crimination, and any deficiencies of the contract rates would undoubtedly increase 
the burden on preference customers. 

At the conference of March 10, Mr. Wright, Administrator for SPA, stated 
that he was not surprised at the staff’s concern over this matter, and agreed that 
a tentative rate was as suitable here as it had been in other cases but he was un- 
able to obtain such a concession—that “maybe you are just staying with it 
longer than I.” 


Lower than other SPA rates 


SPA charges other utilities $1.15 per month ($13.80 per year) per kilowatt of 
demand and 1.25 mills per kilowatt-hour for similar firm service, and is negotiating 
other contracts with these same rates. This is an average price of 7 mills per 
kilowatt-hour at the load factor of the deliveries of firm power to Arkansas 
Power, which compares with the average firm rate of 5.2 mills per kilowatt- 
hour (first 10 years) to Arkansas Power under the subject contract. Rate 
schedule A for service at the same load factor averages 6.75 mills per kilowatt- 
hour. The subject rate would therefore appear to be unduly discriminatory in 
favor of Arkansas Power (and Reynolds). 


Reynolds not a preference customer 


The Flood Control Act of 1944 requires preference be given to public bodies and 
cooperatives in the sale of power. Reynolds, to which the deliveries to Arkansas 
Power are largely dedicated, is neither. SPA defends the diversion of such a large 
block of power (150,000 kilowatt) to a nonpreference customer on the Nation’s 
current need for aluminum. A letter has been received from the Defense Pro- 
duction Administration verifying this need. The question still remains however 
whether such a large block of power can be so diverted legally without a modifica- 
tion of the Flood Control Act. There is also question whether it is in the public 
interest to divert this large block of public power for use by one private corpora- 
tion for private gain. Further, SPA has made no showing that the low rate it 
proposes to charge Arkansas Power will result in a saving to the Government in 
its purchases of aluminum from Reynolds. 


First refusal of secondary energy 


Arkansas Power is given first refusal on SPA’s secondary energy next to SPA’s 
present commitment to Texas Power & Light Co. and after SPA’s own uses in its 
interconnected system, yet there is no reciprocal obligation on Arkasas Power 
to take the energy when offered. It is believed Arkansas Power should be so 
obligated, or that the rate should be made higher to avoid discriminating against 
other customers also purchasing secondary energy. 

SPA claims it is not concerned with whether Arkansas Power takes secondary 
energy or not because it is negotiating a contract with 12 power companies 
similar to the Oklahoma companies’ contract wherein they are obligated to take 
all power and energy for which SPA has no other market. This contract however 
is still not a fact and may never be consummated. 


Apparent subsidy to Reynolds 


When Reynolds is not taking power, or if Reynolds cancels, the firm rate to 
Arkansas Power will be increased 1 mill per kilowatt-hour on the number of 
kilwatt-hours Reynolds’ take is below 360 million kilowatt-hours per year (but 
not to exceed $180,000 per year on the 360 million kilowatt-hours of firm energy 
sold Arkansas Power). If the higher rate is proper, then the lower rate appli- 
cable when Reynolds is taking power would appear to be a subsidy to Reynolds. 
SPA views the difference as the cost to Arkansas Power of transmitting the 
power to Reynolds, which it does not bear when Reynolds is shut down. Reynolds 
however is a customer of Arkansas Power and not of SPA, and whether or not 
Reynolds operates has no effect on SPA costs. 
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Vargin to Arkansas Power 
The 150,000 kilowatts and 360 million kilowatt-hours per year of firm power 


Arkansas Power will purchase from SPA will cost $1,872,000 per year (first 10 
vears). Arkansas Power will charge Reynolds from $2,232,000 to $2,247,000 per 
vear for 110,000 kilowatts and the same 360 million kilowatt-hours during the 
first 10 years. The 40,000 kilowatts it retains has a value, at SPA’s rate of $1.15 
per kilowatt per month, of $552,000 per year. This results in a total average 
margin to Arkansas Power of approximately $919,500 per year to be realized 
on the firm power. SPA estimates it will sell Arkansas Power an average of 
144 million kilowatt-hours per year of secondary energy for which it will charge 
1.25 mills per kilowatt-hour (first 5 years) and 1.50 mills per kilowatt-hour 
(second 5 years). Arkansas Power will receive an average of 2.526 mills per 
kilowatt-hour from Reynolds for this same energy, which is a further margin 
to Arkansas Power of $165,700 per year, or a total margin of $1,085,200 per year 
(71.5 percent) to cover losses and the cost of transmitting the power to Reynolds, 
which would appear to be quite substantial considering the services to be ren 
dered. In addition it must be presumed Arkansas Power will make a profit on 
the additional (off-peak) energy it will sell to Reynolds. 

It is understood the Bureau of Power is making a study of the overall value 
of the contract to Arkansas Power which will be included in a memorandum 
for the Commission on the subject contract. 


Comparison of contract revenues with power values 

The subject contract is premised on the belief that Reynolds cannot pay more 
than approximately 4 mills per kilowatt-hour (for 99 percent load factor 
power)—that if the rate were any higher it would locate on the Texas gulf 
coast. Thus, SPA is competing in effect, with power values where cheap natural 
gas is available and not with the power values of its own area which were used 
in determining the feasibility of the various projects involved. 

The Bureau of Power, in its memorandum for the Commission on these mat 
ters, estimates the present power values to Arkansas Power as $15.52 per kilo- 
watt per year and 1.84 mils per kilowatt-hour (using present gas costs of about 
11 cents per million B. t. u. Fuel costs at new plants may be substantially 
higher). These applied to the 150,000 kilowatts and 360 million kilowatt-hours 
per year of firm power and to the 144 million kilowatt-hours of secondary energy 
SPA estimates it will sell to Arkansas Power result in a power value of $3,005,000 
per year. This compares with the contract revenues of $2,052,000. This further 
emphasizes the question of whether the sale of such a large block of public power 
by SPA for private use, at the low rate proposed, is in the public interest, par 
ticularly in view of the fact that SPA shows in its overall payout study an esti 
mated potential market by 1958 of 158,400 kilowatts in additional preference 
customers over and above those included in its study. 

Conclusions 

In view of the foregoing the staff can see no proper basis for recommending 
approval of the rates and charges to Arkansas Power contained in the subject 
contract, and recommends that they be disapproved. 


APPENDIX A—DESCRIPTION OF CONTRACT 
TERM 


The contract is for 30 years from the commencement of service with Reynolds 
being permitted to cancel after 15 years on 1 year’s notice. If Reynolds cancels 
after 15 years, or the contract is terminated at any time by reason of default, 
service to Arkansas Power will terminate as soon as it can procure an additional 
10,000 kilowatts of capacity, but not sooner than 2 years nor later than 5. 


SALES BY SPA TO ARKANSAS POWER 


Under article I of the contract, SPA will sell to Arkansas Power 150,000 kilo- 
watts and 30 million kilowatt-hours per month (360 million kilowatt-hours per 
year) of firm peaking power and energy and up to 25 million kilowatt-hours per 
month (300 million kilowatt-hours per year) of secondary energy. Arkansas 
Power has first priority on SPA’s secondary energy (up to 25 million kilowatt- 
hours per month) in excess of SPA’s present commitment to Texas Power & 
Light Co. (which takes half the output of Denison) and SPA’s own uses on its 
interconnected system, but with no corresponding obligation to take the energy. 
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Arkansas Power must pay for the full 30 million kilowatt-hours per month 
(firm) regardless of its actual take, which is permitted to vary from 22,500,000 
to 37,500,000 kilowatts per month, if agreeable to SPA, with the total excess or 
deficit not to exceed 60 million kilowatt-hours at any one time. (If water is 
spilled while Arkansas Power has energy in storage, it will be charged to 
Arkansas. ) 


The rates provided for the sale of power to Arkansas Power are briefly as 
follows: 





Contract years 


1-5 | 6-10 11-15 


[ | 


16-20 | 21-30 
! 














Mills per kilowatt-hour 


Firm power, per month: 


1st 22,000,000 kilowatt-hours. _______- 6.00 | 6.00 6. 30 6. 30 6. 6150 

Next 8,000,000 kilowatt-hours_____.___- 3.00 3.00 | 3.15 3.15 3. 3075 

Average of above. __-_- ; —— 5. 20 5. 20 5. 46 5. 46 ). 7330 
Secondary energy_._._--- S Soak wan ae 1, 25 1.50 | 1. 50 1.75 2. 00 


| = 





The above rate for firm power results in a fixed charge of $156,000 per month 
($1,872,000 per year) for the first 10 years and averages $163,930 per month 
($1,967,160 per year) over the 30-year period of 5.46 mills per kilowatt-hour. 
Expressed on a kilowatt-year basis, the firm-power rate is $12.48 per kilowatt- 
year (including 2,400 kilowatt-hours per kilowatt) for the first 10 years, and 
averages $13.11 per kilowatt-year over the 30-year period. 

If Reynolds takes less than 360 million kilowatt-hours per year of firm energy 
from Arkansas Power, the firm rate to Arkansas Power will be increased 1 mill 
per kilowatt-hour for a number of kilowatt hours equal to the amount Reynolds’ 
take is below 360 million kilowatt-hours, but not to exceed $180,000 per year. 


ARKANSAS POWER’S SALE TO REYNOLDS 


Under article II of the contract, Arkansas Power will sell 110,000 kilowatts of 
high-load factor firm power to Reynolds (the contract indicates 80 million 
kinowatt-hours per month will be sold to Reynolds, or a load factor of 99.6 
percent) for use in a proposed new aluminum plant, reported as to be located 
near Arkadelphia, Ark. 

The rate to be paid by Reynolds to Arkansas Power is very complex. When 
Reynolds is producing aluminum, the rate is $2,232,000 per year for the 100,000 
kilowatts and 360 million kilowatt-hours per year with certain increases after the 
5th year. Additional energy is charged for at 2.25 mills for the first year with 
upward adjustments each year through the 15th (when it reaches 3.112 mills 
per kilowatt-hour). After the 15th year, Arkansas Power must purchase 
secondary energy from the Government when available at Reynolds’ request, 
for which Arkansas Power will charge Reynolds 2.50 mills per kilowatt-hour 
for the 15-20th year and 2.625 mills for the 21-30th year. The rate for all addi- 
tional energy is 2.25 mills per kilowatt-hour for the 16-30th year plus a fuel 
adjustment. 

When Reynolds is not producing aluminum, the rate for all energy is 
mills per kilowatt-hour. 

During the first 5 vears, Reynolds must take or pay for not less than 3.36 
billion kilowatt-hours (70 percent load factor), and not less than 4.8 billion 
kilowatt-hours during any subsequent consecutive 10 years (50 percent load 
factor). Further, when Reynolds is producing aluminum, Reynolds shall take 
or pay for at least 30 million kilowatt-hours per month (37 percent load factor), 
the same number of kilowatt-hours Arkansas Power is obligated to take from 
SPA. Reynolds may shut down at any time but may not restart within 1 year 
without being rebilled for an amount equal to the total amounts Arkansas Power 
paid the Government for power under this contract during such period of 
shutdown. 

Also Reynolds may procure fuel for Arkansas Power in the amounts required 
for the delivery of steam-produced energy under the contract, with certain 
restrictions, and Arkansas Power wiil charge Reynolds only 0.63 mill per kilo- 
watt-hour for conversion to electric energy and transmission to Reynolds. After 
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the 15th year, if the total average rate to Reynolds exceeds 4 mills per kilowatt- 
hour for 3 months, Reynolds may construct a plant of its own to generate that 
portion of its energy not furnished Arkansas Power by the Government and 
Arkansas Power must transmit the energy for Reynolds at an agreed upon price 
not to exceed 0.5 mill per kilowatt-hour per 50 miles. 


APPENDIX B—SPA’s PROPOSED SYSTEM AND OPERATIONS 


SPA anticipates 12 projects will be in operation by 1958 for which it will be 
the marketing agent. (The Corps of Engineers is the construction agency.) 
The Denison, Norfork, and Narrows projects are now producing power. sull 
Shoals, Whitney, Fort Gibson, Tenkiller, Ferry, and Blakely Mountain are in 
advanced stages of construction. The balance, Table Rock, Keystone, Dardanelle, 
and Short Mountain, have been authorized but no funds have been appropriated 
for their construction. A description of the circumstances of studies and au- 
horizations of the projects is included in the Bureau of Power’s memorandum on 
these matters. 

SPA anticipates that eight of the projects will be interconnected through its 
“backbone” transmission line (nearly completed) extending from the Denison 
project on the Texas-Oklahoma border to the Norfork project in north centra 
Arkansas. The remaining four, Narrows, Whitney, Blakely Mountain, and Key 
stone, are expected to remain isolated and their output disposed of separately 
under individual special contracts (Initially, in its overall payout study, SPA 
had included Keystone in the interconnected projects, but included no transmi 
sion facilities to connect it to the backbone line.) 

In this connection it was pointed out at the conference of March 10, 1952, by 
the corps that the cost estimates on the Keystone, Dardanelle, and Short Moun 

l« 


tain projects are very questionable, and that these projects are integrally related 


» other projects in the plan of improvement of the Arkansas River for naviga 
tion and other purposes and can be justified only if the entire plan is carried out 
The corps further pointed out that becanse of the very low ratio of total benefits 

» total cost (1.05:1) for the overall development, they question whether it wi 


he initiated in the near future if at all. 

In response to a question by the corps at this conference as to why the last 
three projects were selected, Mr. Wright, SPA Administrator, stated they were 
selected as the result of studies made by SPA and after discussions with SPA’s 
customers (but not with the corps, the constructing agency). 

SPA has entered into contracts with six generation and transmission (G. and 
T.) cooperatives to lease all or a portion of extensive transmission networks to 
be constructed by these cooperatives from REA funds, estimated by SPA to cost 
some $34,500,000, and to purchase the entire output of 4 steam-electric plants 
totaling 115,000 kilowatts to firm up a portion of its hydro power, also to be con- 
structed by the G. and T. cooperatives from REA funds. Except in one ease, 
SPA will sell firmed-up power from these networks to the member cooperatives 
and other SPA customers at SPA’s standard rate schedule A. The exception is 
the Northwestern Electric Cooperative which will build a 252-mile 154-kilovolt 
line from the Bull Shoals project in north central Arkansas to its proposed 40,000 
kilowatt steam plant to be located at Missouri City, northwest of Kansas City 
Mo. SPA will sell to the cooperative 40,000 kilowatts at the steam plant site 
and the cooperative will in this case distribute the power to its member coopera- 
tives at its own expense. 

SPA has a contract with a seventh G. and T. cooperative (the M. & A. Elee 
tric Cooperative). This cooperative will also construct a transmission grid and 
a 20,000-kilowatt steam plant but SPA will neither lease the lines nor purchase the 
output of the plant, but will sell a 5,000-kilowatt block of power (2,000 kilowatts 
initially) to the cooperative at rate A and pay the cooperative 1.25 mills per 
kilowatt-hour to wheel the power to the member cooperatives. (SPA will buy 
surplus steam-generated energy from the cooperative if needed by SPA however. ) 

The balance of SPA’s (hydro) power will be disposed of as peaking power to 
the power companies in the area under the subject contract, under contracts 
approved as to rates by the Commission to February 13, 1953, and under a con- 
tract still under negotiation. Under the latter two contracts, the companies 
Will retain a portion of the power and wheel the balance, firm it up, and deliver 
the firmed-up power to SPA customers for the account of SPA. 


Mr. Cuuporr, That is all I am going to ask you about the aluminum 
contract. Somewhere I remember hearing or reading something 
about the report. 
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Mr. Jonas. Will you permit me to interrupt to suggest that a mem- 
ber of the staff review the testimony? I think it was the testimony of 
1 of the first 2 or 3 witnesses that we had. 

Mr. Cuvuporr. Mr. Blalock talked about it a good bit. 

Mr. Jonas. And I think that that Federal Power Commission 
report was referred to then, and it may be in the record at that 
point. If so, you can refer to it. There is no need to put it in 
twice. 

Mr. Cuvuporr. There is no need to put it in the record again. But 
it seems to me that there was some question about it. 

I want to ask you a question about this 12-company contract. As 
I understand it, there was an offer by the 12 companies to enter 
into this contract with your Administration. 

Mr. Wrieut. That is right. 

Mr. Cuuporr. And you 1 felt that it was a good offer, and you recom- 
mended to the Secretary of the Interior that he ace ept that offer; is 
that right ? 

Mr. Wricut. That is correct. 

Mr. Cuvuporr. And Congress had nothing to do with it ? 

Mr. Wrieur. That is correct. 

Mr. Cuuporr. I mean, it was not any rule that Congress had 
changed to spoil that 12-company contract, was it? 

Mr. Wricur. No,sir. 

Mr. Cuuporr. And you testified that the Secretary of the Interior, 
Oscar Chapman, I believe, notified you on the day before he left 
office that he would not approve the offer? 

Mr. Wricur. He disapproved it; yes, sir. 

Mr. Cuuporr. He disapproved it. Now, there was a new Secre- 
tary of the Interior that came in the next day. Did you ask the 
new Secretary of the Interior to approve the offer ? 

Mr. Wrigur. I did not wait nearly that long. 

Mr. Cuuporr. How long did you wait ? 

Mr. Wricut. When I found out there was going to be a new 
Secretary of the Interior, which I believe was in the early part of 
November, I had meetings with the companies to find out what their 
attitude was going to be ‘about the 12- company contract, and I found 
out that they thought they had a better toehold and that they were 
not going to sign it any longer. 

Mr. Crruporr. You found out after you had meetings with the 12 
companies in discussing this contract that they felt that since the 
administration had ¢ hanged they were going to get a better deal from 
the new administration ; ‘therefore, they would not go along with this 
12-company contract ? 

Mr. Wricur. Their statement was that they had given the igh 
ment long enough to consider this thing, and now they wanted : 
contract like the Georgi: i Power & Light Co. 

Mr. Cuvuporr. And they thought they could get it from the new 
administration ? 

Mr. Wrient. I don’t know what they thought. I told them I thought 
they were damned fools, but that did not faze them any. 

Mr. Cuuporr. All right. Now, I want to ask you a couple of other 
questions. 

You talked about your comprehensive plan, I believe. You said you 
had a comprehensive plan of integration of all these power systems 
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into a partnership, or whatever you might call it. Does your plan 
contemplate a schedule of new dams to provide for flood control and 
for power in your area ¢ 

Mr. Wricut. It had the best guess in it that we could make, and 
certainly anybody that has seen the way that dam appropriations 
vary through the ‘Congress and need for dams and the other pur poses, 
we recognize that the main reason these dams are built generally is 
related to other purposes—in our area, flood control; in some areas 
irrigation. And being related to other purposes, very rarely is power 
the thing that kicks one of them off, or at least a minority of the 
times, in our judgment. 

So the schedule we set up in there was a guess on our part of what 
we hoped Congress would do. I think that is the best way I can 
phrase it. 

Mr. Cuuvorr. Now, in accordance with your comprehensive plan, or 
schedule, you ask the Department of the Interior to submit to the 
Bureau of the Budget and the Appropriations Committees’ requests 
for appropriation to meet your schedule, did you not 2 

Mr. Wricut. No; not on the dams, because those are constructed by 
the Army engineers. We certainly spur them whenever we think we 
have a chance to get one that is needed, and assist them if there is 
one in the offing that looks like it would fit into the power picture, 
to the extent that we point out to them what could be done powerwise. 

Mr. Cuvporr. Has the Secretary authorized the Corps of Engineers 
to request these dams ? 

Mr. Wricur. On several occasions, yes. 

Mr. Cruporr. And have they done it ? 

Mr. Wricur. Well, you do not have to give them much encourage- 
ment. They are very keen on requesting it. 

Mr. Cuvporr. Now, evidently there have not been any appropria- 
tions, and there is no contemplation of any new dams except those 
presently under construction in the Southwest area; is that nght? 

Mr. Wricut. Yes; there have been some new ones. We managed to 
get a second unit in Denison and a second unit in the Norfork Dam, 
through this working, and we got Table Rock Dam started. I don’t 
say “We.” Everybody did. 

Mr. Cuvuporr. I am talking about those that were under construc- 
tion and in operation. 

Mr. Wricut. This last Congress authorized money to be appro- 
priated for the MeGee Bend. Then follows Keystone and Oolagah, 
which isin that area. That is four new dams, but this is the first time. 

Mr. Crrvuporr. But that was not in the budget request? That was 
something that the Appropri: itions Committee put in? 

Mr. Wricgut. I understand that none of those were in the President’s 
budget. 

Mr. Cuvporr. So that Congress themselves initiated those dams, 
and not. the Bureau of the Budget ? 

Mr. Wrigur. I think that is correct. 

Mr. Cuvporr. Do you have any new dams in mind at the present 
time, if you could get the ap propriation ? 

Mr. Wricur. I have this in mind: I heard a great man once say 
that in this country a dam ought to be built everywhere a dam can 
be built in this country, and it is my own personal judgment. that we 
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are either going to wash away, stink away, or dry up if we do not 
do that on every stream in America. It is my judgment, by the time 
we get atomic energy, we are going to need this hydropower to pump 
the water where this country is going to need it. 

I happen to have been born in an arid region. I am extremely con- 
scious of it. So I would say that I have every dam in America in my 
mind, and it don’t make any difference where you build them in the 
Southwest. We will need them. 

Mr. Cuvuporr. You think, then, Mr. Wright, if we had some dams 
up in New England we would not have had that bad flood situation we 
had this past August ? 

Mr. Wricutr. And maybe the Susquehanna would not stink so bad. 

Mr. Cuuporr. Of course, maybe we would not have had the big 
floods around Stroudsburg, Pa., that killed 33 people. 

Mr. Wricut. Yes; I think that those streams could be controlled, 
engineering-wise ; I think this country is so tight with water resources 
that the population of this country is going to depend on what we do 
with every drop of water that falls on this land. 

Mr. Cuuporr. Mr. Fascell, have you got any questions / 

Mr. Fasceiu. No questions. 

Mr. Wricut. That may be an obsession, Mr. Chairman, but if it is, 
made the most of it. 

Mr. Cuuporr. Mr. Mollohan ? 

Mr. Motitonan. No questions. 

Mr. Cuuporr. Mr. Austin / 

Mr. Austin. To clear a couple of points—nothing new, Mr. 
Wright— in asking this question, I would like to preface it by the state- 
ment that certainly, speaking for myself alone, which is all I can 
speak for, I had no objection whatsoever to your taking care of 
O. G. & E. in giving them the power they needed when the plant was 
out. Those are electric customers down in there, all of them, and if it 
can be done with your facilities to help them out, it was as important 
as the Kansas City Power Co. sending its power by displacement clear 
inthe New England States. 

But one thing that we did wish to get straight for the record here 
is this—that even with your helping to take care of that Oklahoma 
plant outage, you still had some power in your plants down there 
and under your control that was not actually being used, did you not? 

Mr. Wricur. That is correct. 

Mr. Austin. So there was still some power that could have been 
available to Skiatook, and to these little municipalities that were 
wanting it, and to Paris, and to these other places. There is still 
power there, but because of redtape or because of something, you have 
not been able to get it out to them, but the power is there ? 

Mr. Wricur. No. The reason why we cannot get it out to them— 
and I am perfectly sincere in taking this as a very real reason—is that 
we cannot make a long-term commitment to them of this power until 
we know it is not needed in some other commitment we already have. 

Now, I will repeat once more that in my opinion, if this power 
program had not been reoriented, this issue would never have devel- 
oped. But I cannot see the Department of the Interior’s policy, or 
whatever they are, is responsible for a situation when the situation 
was created by a change in the power program by an act of Congress. 
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Now, Paris itself had something to do with this. I like Paris, Ark. 
I like the people there. I haven’t a better friend in the world than 
Congressman Jim Trimble. There isn’t anything I would not like 
to do to serve them in Paris. Paris at one time had a contract with us. 
They decided to cancel it, or Paris would be on the Government line 
today. They know that. 

So to some extent the predicament they find themselves in is a result 
of a local decision, maybe a bad election—I do not know what did it, 
and it is none of my business what did it—but by the same token we 
have involved here an obligation imposed upon us now to make these 
go and the systems work where there are $66 million of money involved 
in it; there are probably hundreds and hundreds of thousands of farm 
families involved in this thing. 

Now, if the Secretary releases more power so that he does not have 
enough to solve that generating and transmission problem, the hearing 
he has been through “today will be nothing compared to what he gets 
then. 

Mr. Austin. But in the meantime, even with taking care of Okla- 
homa’s disaster, you still had water going to waste; you still had power 
that was not being put to anybody’s use. That would be correct; 
would it not? 

Mr. Wricutr. That is correct. Skiatook got it because they ran 
a bigger bluff than we did. I didn’t have the guts to open the switch. 

Mr. Austin. In regard to a subject that you were discussing with 
Congressman Jonas a few minutes ago, you made some statement to 
the effect that the cooperatives coming into being were responsible 
for the 12 companies getting interested in the 12-company contract. 
Now, I may not have your wording correctly, but the purpose of the 
question is to ask you to explain what you meant by that. 

Mr. Wricut. Well, I do not see that there is much explanation neces- 
sary. I find that when alternate possibilities show up, that people 
always get interested in doing things that they would not do before, 
and I have not had a delightful experience where the companies have 
always been willing to do with me what they are willing to do a year 
or two later. 

As a matter of fact, testimony was once given by a private power 
official before a Senate committee that said that the Texas Power & 

Light contract was such a stinker that he if he ever signed one, his 
directors ought to put him in a hoosegow. And yet that gentleman 
finally signed a contract, and he finally thinks the Texas contract was 
a pretty good contract. 

As a matter of fact, in the industry it is no closed secret that Mr. 
W. W. Lynch, the man who negotiated that contract with me, the 
president ‘of the Texas Power & Light Co., was rather an outsider 
in the industry for several years for hav ing negotiated it. Likewise, 
Mr. Lane’s popularity curve dropped considerably when we negotiated 
the Oklahoma contract. 

All of these factors are things that make people do things that they 
otherwise might not do. The Arkansas Power & Light Co.—and my 
mother’s people came from Arkansas, and I know a lot about it- 
decided when Southwestern Power dropped this drop of catalytic fluid 
in the tube to make this thing percolate, they formed an association 
over there to bring new industries to Arkansas, and they brought some 
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several thousand industries to Arkansas. Arkansas had not had that 
many industries 30 years before. We never delivered that much power 
to Arkansas, but we sure did give them a boost. 

Mr. Austin. And the fact that the co-ops become interested in this 
and you worked out this program of interchange with them was the 
catalytic agent, the boot, that started these power companies interested 
in working out—— 

Mr. Wricurt. It was one of the factors that set it off. It helped. 
There were a number of factors, but that was one of them. 

Mr. Austin. Regarding the policy that you followed from the be- 
ginning of SPA until 2 or 3 years ago, was 1t your policy—I believe it 
was, was it not’—to urge the preference customers to contract for 
only about the amount of power that they could use for a year or two 
in advance ? 

Mr. Wricut. That is correct. 

Mr. Austin. But you also assured them your full cooperation in 
taking care of your future loads insofar as you would be able to in the 
future ? 

Mr. Wrieut. That is correct. 

Mr. Austin. But about a year ago, you sent out the notices to all 
of them that they would have to take care of the future load growth 
from some other source than SPA ? 

Mr. Wricur. That is correct. That was after Congress told me 
that I no longer had fuel-burning generation that I had been count- 
ing on. It was after Congress told the Department of the Interior 
specifically to negotiate alternate contracts. 

Mr. Austin. Regarding the ownership of power, you and Mr. Jonas 
were having some discussion on this. I would be very happy to have 
you make this statement in any way that you wish, in amie: But 
you do not have any power transmitted over any of the private power 
companies for alae customers which they then sell to the pref- 
erence customers, do you? 

Before you answer that, I will explain it by another question, but 
it is only one question. Is it not true that in dealing with the prefer- 
ence customers, you deal with each preference customer—SPA itself, 
rather than somebody else, having them in turn sell power and collect 
from the preference customers ? 

Mr. Wricut. That is absolutely correct, because we have always 
held that a power company could not pass on benefits to any specific 
group without perhaps running the risk of discrimination. 

Now, in the State of Texas where they have no utility commission 
and they have only a discrimination law, we tried that one time and 
some guy down there got a rebate on his monthly power bill of 14 
cents because of the fact that Texas Power & Light Co. had bought 
power from SPA, and he sent me a check and said, “You must need 
this worse than I do.” So I decided we did not need to do that. We 
were not getting anywhere. 

Mr. Austin. That is all. 

Mr. Cuvuporr. Do you have any further questions, Mr. Jonas? 

Mr. Jonas. No questions. 

Mr. Cuuporr. Any questions? 

(No response. ) 

Mr. Cuuporr. Thank you, Mr. Wright. 
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Now, Mr. Aandahl, I think there are some questions that the com- 
mittee would lke to "ask you. Would you come up, please. 

Mr. AANDAHL. May I have Mr. Wright here ? 

Mr. Cuuporr. Certainly. 


FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT 
SECRETARY, DEPARTMENT OF THE INTERIOR 


Mr. Cuvuporr. Mr. Austin, do you have some questions to ask Mr. 
Aandahl? 

Mr. Austin. Yes. 

Mr. Aandahl, suppose we discuss for a minute this reactivation of 
the G. & T. contracts. I believe Congress made it fairly clear in this 
last session that the contracts were to be reactivated; did it not? 

Mr. Aanpau. That is correct. 

Mr. Austin. And did they not make it very clear that they particu- 
larly wanted the co-ops to own and operate their own systems? 

Mr. Aanpau. That is correct. 

Mr. Austtn. And I believe you were in full agreement with that? 

Mr. Aanpanin. Yes. 

Mr. Austin. And I believe you were in full agreement with the con- 
gressional directive that the option to purchase at the end of it be com- 
pletely deleted. 

Mr. Aanpaut. That is correct. 

Mr. Austin. Was there any action by Congress at all to indicate 
that you were to request compensation from the generation and trans- 
mission cooperatives for the elimination of that option ? 

Mr. Aanpau. No specific indication. 

Mr. Austin. Did you suggest to Congress that there should be some 
compensation for it ¢ 

Mr. Aanpau. As I recall, there was very little discussion when I 
was before the committee, if any, about the amendment that Congress is 
proposing to suggest. 

Mr. Austin. Didn’t someone from your organization—lI believe Mr. 
Wright testified this afternoon, and I am asking for information 
rather than quoting him—say that he suggested to C ongress that that 
be put in ¢ 

May we ask that of Mr. Wright at this time, or Mr. Aandahl? 

Mr. Aanpant. Mr. Wright. 

_ Mr. Wricur. No; I did not recommend that any such thing be put 
in. I pointed out to them that in the absence of a sts a authority 
to amend the contract, I ct if it could be amended, because I did 
not think the Comptroller General would approve such an amendment 
without ane quity settlement. 

Mr. Austin. But you gave that testimony to the Congress? 

Mr. Wricutr. Tothe Senate committee. 

— Austin. Yes. But still nothing was put in by either the House 

r the Senate to indicate that they thought any compensation should 
come to the ¢ ee eee for the elimination of the option ? 

Mr. Aanpauu. Nospecific indication. 

Mr. Austin. I hs ave here, and they were passed out this afternoon, 
the SPA mimeogr aphed sheets—I am referring to the heading on the 
top of them—-in which is included the language in the Appropriation 
Committee reports from the House and the Senate and then the con- 
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ference report. Do you happen to have one of them there in front of 
you? , 

Mr. Aanpan. I do not happen to have one. 

Mr. Austin. One of the staff is coming around with one, Mr. 
Aandahl. She has one for you. I know that you are completely 
familiar with it. I merely suggest at this time that if there is any 
suggestion of any kind in these—and this is the complete official 
statement of Congress on the subject, I believe—that you point it 
out to us 

Mr. AANDAHL. It has already been my statement that there is no 
specification indication. 

Mr. Austin. All right. 

IT have a statement here, I believe quoting your correctly, your 
testimony in early 1955 before the Senate Appropriations Committee. 
It is page 28 of the second supplemental hearings: 

The reason for not going back to the old contracts is that it would put the 
Government into the power business beyond what is required to handle the 
output of the hydroelecrtic plants that we have in that area, and I think that 
is an undesirable policy to follow. 

That is still your feeling in the matter, is it / 

Mr. Aanpanu. That sounds like my statement, and it is still my 
opinion. 

Mr. Austin. In other words, you did not like those G. and T. SPA 
integration contracts one little bit, did you, Mr. Aandahl ¢ 

Mr. Aanpant. No. They were not the type of contracts that I would 
have supported. 

Mr. Avstryx. So you did not like them in the first place, and you 
are not at all anxious—you do not believe in going back to them, 
personally? It would be your desire not to go back to them; is that 
correct ? 

Mr. Aanpauu. It is not exactly correct, because I have always 
recognized them as contracts that have been completed and have been 
signed by the Government, and I would perform any duties in the 
Office of the Assistant Secretary that are necessary to meet the obli- 
gation that the Government has incurred, and we are ready and 
willing to go ahead with these contracts now that Congress has given 
us the money that is necessary to implement them, and we will do 
the best job we can to amend the contracts as suggested by the Congress. 

Mr. Austin. Yes, sir. But I believe that the question that I asked 
you was about your personal preference being against going back to 
the contracts; you still do not like them, even though you have been 
directed to go back to them ? 

Mr. Aanpaut. I do not like the contracts, but that in no way affects 
my administrative responsibilities in putting the contracts into effect 
and doing the things that Congress has suggested that we do. 

Mr. Austin. But in addition to doing the things that Congress 
has suggested you do, you are asking that the cooperatives do a 
number of things that Congress did not suggest that you do; is that 
not correct ¢ 

Mr. Aanpanit. Well, you must bear in mind that the recommenda- 
tions that have come from Congress have come in the form of a 
committee report, and that in aeatving those recommendations, which 
have to be governed by statutes that apply to those types of circum- 
stances, we also have to be aware of rights that the Government 
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has in existing contracts. We have no authority to modify a contract, 
taking out of that contract an equity that the Government has, without 
some compensating value. 

We have made informal contacts with the Comptroller General’s 
Office, and we are quite confident that we could not have a contract 
approved that did that, and to take out the option to purchase with- 
out a compensating value would do that particular thing. 

Mr. Austin. You are unable to allocate this 130,000 kilowatts of 
power down there until such time as you get these new contracts all 
signed, if I understand correctly the statements made so far. 

Mr. AanpAHL. I have taken the position that we do want just a 
little more time to see what the possible settlement will be of our 
relationship with the G. and T.’s before we release any portion of 
the 130,000 that we have committed to them. 

Mr. Austin. I am reading from this document that you have in 
front of you, entitled “SPA.” It is on the top of page 3, and it comes 
under the Senate reports section. 

That paragraph at the top of page 5 reads this way: 

It is the desire of the committee that the existing contracts between the South- 
western Power Administration and the G. and T. cooperatives become operative 
immediately upon approval of this act. 

Mr. Aanpauu. And that has been accomplished. 

Mr. Austin. That has been accomplished so far as actually closing 
the switches is concerned, so that the power is flowing, and they are 
running their steam plants ? 

Mr. Aanpaun. Oh, much more than that. SPA is making the 
lease payments. SPA is paying the expense of operation and mainte- 
nance. SPA is buying the steam. SPA is doing everything that is 
required under the contracts, except the actual operation, which, by 
letter of agreement and in accordance with the recommendation to 
Congress, is now in the hands of the G. and T.’s, but is being paid 
for by SPA as the G. and T.’s bill SPA. 

Mr. Austin. Yes, sir. I think there is no misunderstanding about 
that at all. Those switches were closed immediately upon the action 
of Congress. 

Mr. AanpaHt. That is correct, sir. 

Mr. Austin. But it is still possible for you to delay power to the 
municipalities, to other preference customers as well as the coopera- 
tives, thereby insisting upon basic changes in these G. and T. con- 
tracts that they do not wish to accept, is it not? 

Mr. AAnpAHL. No. You are misstating the question. The changes 
that we are expecting in the amendments to the contracts are changes 
that we must have, if we are to have the contracts approved. 

Mr. Austin. You say that you must have them. But Congress did 
not say that you must have them, did it? 

Mr. Aanpaui. Congress did not specifically so indicate, but that 
does not relieve us from responsibilities that we have under the law, 
and responsibilities that we have to protect the rights of the Gov- 
ernment as established in existing contracts. . 

If Congress wanted us to take that step, then it should have been 
written into the statute, and not left to the inference that comes from 
a committee report. 
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Mr. Austin. But if you feel that way about it now, why did you 
not give that advice to Congress when it had this G. and T°” reactiva- 
tion under consideration ? 

Mr. Aanpaut. The Administrator of Southwestern Power Admin- 
istration did, as he has just testified. 

Mr. Austin. Then it was before Congress, and by their omission of 
it, apparently, Congress felt that the contract should be reactivated 
without the special ‘clauses that you are wishing to put in their con- 
tracts. Wouldn't that conclusion be inescapable / 

Mr. Aanpaut. It may have been the wishes of Congress, but the 
wishes of Congress to be executed must be carried in a statute that 
gives the administrative officers the authority to perform the wishes 
of Congress. 

Mr. Austin. That is interesting, Mr. Secretary. Was there a statute 
that they deactivate these contracts in 1953? 

Mr. Aanpanu. There was no statute, but there was no money appro- 
priated, and the contracts, by the terms of the contracts, became in- 
active if there was not an appropriation to implement them. 

Mr. Austin. The appropriation was there, but there was wording, 
was there not—and I do not have it before me—that this money shall 
not be used to implement these SPA-G. and T. contracts, or words to 
that effect, and that was simply in the report of the committee, the 
type of report which you are saying now does not carry the weight 
of law? Is that not basically correct? 

Mr. Aanpau. The report of the committee did not recommend 
that the executive officers yield a right that the Government had in 
the contract, and we ran into no difficulty in following the reeommenda- 
tion of Congress in its committee report in that instance. 

But this committee report recommends that the contract be amended 
in such a way that the Government yields a right that it has, which 
is an entirely different proposition. To the best of our knowledge at 
the moment it is beyond any authority that we have. 

Mr. Austin. Let us talk for a minute about the NW _ request 
for power. Just as a background particularly for the Congressmen, I 
do not believe this has been discussed yet and I would be very happy 
to have you and Mr. Wright check me to be sure that I have the 
factual situation correct. 

Mr. Wright, would you just point out where NW is, and 
where their powerplant is? That might simplify it. 

Mr. Wricur. The NW powerplant is locate at Missouri City, 
Mo., at the upper end of this 164-kilovolt line, which connects with 
Bull Shoals Dam. Their 69-kilovolt system runs north, almost to 
the Iowa line. 

Mr. Austin. Now, reading again from this little document entitled 
“SPA”; on page 3, the last paragraph in this little document says 
this, under “Continuing fund, Southwestern Power Administration” : 

The conferees are in agreement that if not already included in existing con- 
tract, provisions are to be inserted to require that power and energy be delivered 
to the load centers of all generating and transmission contracting systems, if 
practical, at the basic Southwestern Power Administration rate. The managers 
on the part of the House are in agreement that the statement in the Senate 


report with respect to settling accounts on a net-balance basis includes operation 
and maintenance costs on generation and transmission co-op facilities. 
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Now, that last part I merely read to complete the sentence. But 
this provision in this report says that areas that were not under the 
original contracts should be included, if practicable. 

Mr. Aanpaut. Now, just a moment. It does not make that 
statement. 

Mr. Austin. Well, let us read it again : 

The conferees are in agreement that if not already included in existing con- 
tracts, provisions are to be inserted to require that power and energy be delivered 
to the load centers of all generating and transmission contracting systems if 
practical, at the basic Southwestern Power Administration rate 

Mr. Aanpanuu. That is correct. 

Mr. Austin. Now, there is not any question but that the area they 
are talking about is the part north of the location of the plant that 
Mr. Wright just pointed out to us, of the NW system ¢ 

Mr. Aanpanu. That is correct. 

Mr. Austin. Now, what has been your attitude toward including 
that area to the north of that system in the basic SPA rate? 

Mr. AANDAHL. We are measuring several possibilities that will be 
helpful in accomplishing that purpose. We have not determined yet 
just how it is going to be worked out, but we are aware of the problem, 
and I think we are going to come up with an arrangement that will 
satisfactorily meet the problem in its entirety or come very close to 
doing it. 

Mr. Austin. It has been your contention, has it not, that it would 
be very expensive to wheel that power that far north? 

Mr. AAnpbAuL. I do not think that we have particularly spoken 
about wheeling it that far north. I believe I will ask Doug Wright 
to comment on that particular question. 

Mr. Wrieut. When this subject of leasing and operating and enter- 
ing into these integrating contracts came up with the NW cooper- 
ative, our engineers determined that it would be impractical to market 
any hydro power in the area in which the 69-kilovolt NW lines were 
to be constructed. NW was told that before they got their loan. 
They did everything they knew how to persuade SPA to change their 
mind, and when SPA stayed with the situation, that they would not 
be justified, that it was not practical for us to lease-operate the 69-kilo- 
volt lines in the NW area because of their distance from the Bull 
Shoals Dam, they then proceeded to construct this system with the 
full knowledge that they were going to have to operate it, maintain 
it, and pay for it themselves. 

Mr. Austin. But in any event, you do have in the conference report 
of the two Houses of Congress a directive that particularly concerns 
this cooperative problem, do you not ? 

Mr. Aanpan. That is correct. But the directive does not suggest, 
or the directive does not indicate, that they shall be included in the 
contract. 

Mr. Wrient. That we shall lease or operate those particular lines. 

Mr. Aanpaut. The directive does not say that. All the directive 
says is that those that are not included shall be given provisions that 
will make the SPA power available to them at the basic rate, as far 
as practical. 

Mr. Austin. Yes; as far as practical. 

Mr. Aanpant. But that does not say to include it. Now, it may be 
that there are other arrangements that can be worked out without 
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including those transmission facilities in the lease-option to purchase 
contract. 

Mr. Austin. But now, as far as the basic rate is concerned, I refer 
to a letter of this afternoon signed by Mr. D. Otis Beasley, concerning 
this whole problem of reactivation of the contract. 

In the next to the last paragraph is this sentence 


It is estimated that these proposed changes— 
referring to the changes in the NW contract— 


would give the cooperative 1.5 to 2 mills per kilowatt differential in power cost 
that could be applied to the cost of their system north of the Missouri City 
plant. 

I presume you had a hand in the preparation of this letter, or at 
least you approved it as it went out. 

Mr. Aanpant. It passed over my desk. I think Doug Wright, 
again can give you more detailed information about the statement. 

Mr. Austin. Now, I am not sure that I can reconcile this statement 
that says that it would be 1.5 to 2 mills differential in power cost. 
Didn’t I understand you to say that you thought it would be worked 
out / 

Kither one of you. 

Mr. Aanpanu. I made the statement that we had in prospect an 
an arrangement that may solve this problem, or come reasonably close 
to solving it. 

Mr. Austin. In other words, you think you can come within a mill 
and a half or 2 mills of solving it ? 

Mr. AanpAuL. I made no statement on that amount. 

Mr. Austin. No. I am making the statement. 

Excuse me, Mr. Wright. 

Mr. Wricur. I believe that the statement means that there would 
be a mill and a half or a 2-mill benefit to the Northwest Cooperative 
to apply toward bringing their rate at load centers to the same rate 
the other cooperatives would have. 

In other words, if it cost them, say, 9 mills at their load center, if 
they got a 2-mill differential, then the actual cost comparable to other 
co-ops would be 7 mills, and that is the thing that was being negotiated 
on. 

Mr. Austin. [ assure you, that would clear the situation up in my 
mind. 

Mr. Wriert. That is what is meant in that letter. 

Mr. Austin. It did not mean that they were to pay that much more 
for power to Northwest ? 

Mr. Wricur. No; that they would get that differential in rates ac- 
tualy charged in Missouri City, compared to rates actually charged 
somewhere else, at the load center. 

Mr. Austin. Have either of you gentlemen received a letter or let- 
ters from the respective chairman, Hayden of the Senate Interior 
Appropriations Committee, and Congressman Cannon of the House 
Appropriations Committee, concerning this particular clause? 

Mr. Aanpant. I have received a letter, or letters from Mr. Cannon 
relative to these amendments, in which he seems to feel that it would 
be a very simple matter to put them into effect without much ado. 
But our study and analysis of the problems that are before us indicate 
that there is quite a task involved. 
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Mr. Austin. You have also received a letter from Senator Hayden, 
have you not! i 

Mr. Aanpauw. Yes; I received a letter from Senator Hayden indi- 
cating his interest in seeing that we do the best we can to accomplish 
the objec tives that were stated by Congress, but Senator Hayden’s 
letter was one that apparently rec ognized that there were some prob- 
lems involved, and he wished that we would do the best that we could 


with them. 

Mr. Austin. But each of these respective chairmen were urging 
that the matter be resolved so that the whole contracts be cleared so 
that the power will no longer be held up there, so that it can be made 
available to people who need it; is that not correct ? 

Mr. AaNDAHL. Oh, that is correct, ves. 

Mr. Austin. Mr. Chairman, we ask that copies of those letters be 
supplied by the Interior Department for the record. 

Mr. Cuvporr. I think that if there is no objection, we can have 
them in the record. Will you send them over to us? 

Mr. AANDAHL. Yes. We will be glad to send the letters over. 

(The letters referred to are as follow s:) 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 8, 1955. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D. C. 

DeaR Mr. CANNON: I wish to acknowledge receipt of your letter of August 1 
addressed to Secretary McKay, calling attention to certain difficulties which have 
arisen in connection with the reactivation of the SPA-G. T. contracts. 

During the past 2 years of contract negotiations and interim arrangements, 
I have become reasonably familiar with the problems in the area and Douglas 
Wright, Administrator of SPA, has had even closer contact with the problems, 
not only during the past 2 years but for a much longer period of time. We will 
both do our best to work out a satisfactory solution, keeping in mind the prob- 
lems of both the G. & T.’s and the Government and other preference customers 
in the area. 

I am sending a copy of your letter of August 1 to Mr. Wright, in order that 
we both may be again reminded of your close interest in this matter. 

Sincerely yours, 
FreD G. AANDAHL, Assistant Secretary. 


Howse OF REPRESENTATIVES, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C., August 1, 1956. 
Hon. Doveras McKay, 
Secretary of the Interior, 
Washington 25, D. C. 

DEAR Mr. SECRETARY: The attention of the committee has been called to cer- 
tain difficulties which have arisen in connection with the reactivation of the 
SPA-G. T. contracts. One of these difficulties applies particularly to Northwest 
Electric Power Cooperative. In the original contract SPA leased the 161-kilo- 
volt transmission line owned by Northwest extending from Bull Shoals project 
in Arkansas to the steam plant of Northwest at Missouri City in Missouri. SPA 
also agreed to purchase the entire output of the generating plant and sell back 
to Northwest at Missouri City all of its power requirements contracted for at the 
basic SPA rate. 

Under the original contract, Northwest would take delivery of power from SPA 
at Missouri City and transmit it over its distribution transmission system north 
of Missouri City to the load centers of its member distribution cooperatives. 
This distribution of power north of Missouri City was to be done at the expense 
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of Northwest. Therefore, Northwest's rate to the load centers of its distribution 
cooperatives would be made up of two parts, namely, SPA rate at Missouri City 
plus Northwest’s cost north of that point. 

So the rate to Northwest’s load centers would be higher than the rate to the 
load centers of all the other G. T.’s if the original contract is followed. This 
was true because in all of the other SPA-G. T. contracts the 69-kilovolt distribu- 
tion system of the respective G. T. was included in the original contract. There- 
fore, the basic SPA rate was made available at the load centers of their distribu- 
tion cooperatives. 

The unfairness of this arrangement can be seen in a situation where a distribu- 
tion cooperative of Northwest lies adjacent to a distribution cooperative of an- 
other G. T., for example, Central. The distribution cooperative which is a mem- 
ber of Central would get SPA power at its load center at SPA rates while just 
across the way a distribution cooperative of Northwest would be paying a higher 
rate than its neighbor by some 3 to 5 mills per kilowatt-hour to cover Northwest's 
distribution costs. 

It was our desire to correct this situation when the matter was before the 
committee. The House committee made the following statement with respect to 
this point: 

“In reactivating the contracts with the G. and T. cooperatives, the Department 
of the Interior is instructed * * * and (8) that power and energy will be deliv- 
ered to the load centers of all G. and T. contracting systems at the basic SPA 
rates.” 

We thought this made it perfectly clear what we wanted done. 

The conference committee made the following statement on this matter: 

“The conferees are in agreement that if not already included in existing con- 
tracts provisions are to be inserted to require that power and energy be delivered 
to load centers of all generating and transmission contracting systems, if prac- 
tical, at the basic Southwestern Power Administration rate.” 

The words, if practical, were added because Mr. Wright, the Administrator, has 
indicated before the Senate committee that there were some engineering prob- 
lems which might make it impractical. Since the conference committee met, we 
have been advised that the entire system, both north and south parts, have been 
supplied by hydro power only from SPA at a time when Northwest’s generating 
plant was not in operation. So far as the committee is concerned, we believe the 
practicality of the operation should be dismissed since it has actually been in 
operation. 

Therefore, we respectfully request that you direct your subordinate officials to 
work this problem out with Northwest by either including the north system in 
the contract or by any other alternative agreement which will give the coopera- 
tive the same economic and financial advantages. 

We trust this problem will not arise with the other G. T. by excluding any 
segments of their systems. 

Sincerely yours, 
(Signed) CLARENCE CANNON, 
Chairman. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., August 11, 1955. 
Hon. CARL HAYDEN, 
United States Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: I wish to acknowledge your letter of August 2, ad- 
dressed to Secretary McKay, calling attention to the operating problems con- 
fronting the Northwest Electric Cooperative of Cameron, Mo. 

During the past 2 years while negotiating interim arrangements and a pro- 
posed replacement contract with Northwest I have become reasonably familiar 
with its problems. Mr. Douglas Wright, Administrator of SPA, has had even 
closer contact with the Northwest situation over a much longer period of time. 
Within the past several weeks, the Northwest situation was discussed at some 
length among representatives of the G. and T. Cooperatives, SPA, and the De- 
partment, in connection with negotiating letter agreements and amendments to 
the G. and T. contracts in accordance with the wishes of the Congress. We will 
both do our best to work out a satisfactory solution, keeping in mind the problems 
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of both Northwest and the Government as well as to the preference customers in 
the SPA service area. 
I am sending a copy of your letter of August 2 to Mr. Wright in order that we 
both may be again reminded of your close interest in this matter. 
Sincerely yours, 
FreD G. AANDAHL, Assistant Secretary. 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
August 2, 1955. 
Hon. DouGLas McKay, 
Secretary of the Interior 
Department of the Interior, Washington, D.C. 

My Dear Mr. SEcRETARY: It has been brought to my attention that the North- 
west Electric Cooperative of Cameron, Mo., is confronted with an operating 
problem that results from the cost of transmission on its “north system.” 

I am advised that the “north system’ of Northwest involves approximately 
§50 miles of 69-kilovolt transmission lines and related facilities and 55 miles of 
161-kilovolt transmission lines and related facilities. It is my understanding 
that the existing contract between the Southwestern Power Administration and 
the Northwest Electric Cooperative does not provide for the lease of these facil- 
ities by the Southwestern Power Administration. 

I respectfully request that in the conduct of the current negotiations beween 
the Southwestern Power Administration and the Northwest Electric Cooperative 
that all possible methods consistent with sound business principles of reducing 
or offsetting the added costs of transmission over the “north system” be con- 
sidered. 

Very sincerely yours, 
CARL HAYDEN, Chairman. 

Mr. Austin. Mr. Aandahl, just one final question on this matter. 

During the Senate Appropriations Committee hearing, did you not 
request that this language be added in the bill ?— 


None of such funds shall be used to implement present nonoperative contracts 
until such contracts are renegotiated. 

Mr. Aanpanu. Yes. At one stage in our hearings before the Con- 
gress, we were troubled about the apparent requirement that the con- 
tracts be amended, and recognized that it may take some time to make 
those amendments, and we did not know just exactly what our status 
was going to be in that interim period. 

It was finally determined, however, in further exchanges, that we 
would be able to implement the contracts immediately, and the recom- 
mendation that I made was not then needed. 

Mr. Austin. In fact, as of immediately, then, Senator Hayden 
replied to you, did he not, “I think you mean it would be amended, 
rather than renegotiated”; and you said, “ ‘amended’ is probably the 
word that should be used there.” 

Mr. Aanpanu. Yes. That is what I had in mind. It was the 
amendments that the committee was recommending. 

Mr. Austin. Yes. But are you not actually insisting upon a com- 
plete renegotiation of these basic contracts / 

Mr. Aanpant. No, we are not insisting on a renegotiation of the 
contracts. We are only negotiating such terms as are necessary so 
that we can put into effect the amendments that Congress recom- 
mended. 

Mr. Austin. But they are terms that Congress did not spell out 
in any way, even though Mr. Wright, at least, suggested to Congress 
these other items ? 
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And by their very omission, from their act, they have given you 
a very direct instruction to go ahead; is that not correct? 

Mr. AanpanL. That is correct. But that does not relieve us from 
other obligations that we have, and unless we have a congressional 
act directing that the contracts be amended to eliminate an equity that 
the Government has, we have no authority to do that unless we have 
compensating value to show for the equity that we have released. 

Mr. Fascern, Right there on that point, that is the opinion you 
have reached within the Department; is that not true? 

Mr. Aanpant. It is an opinion that we have been concerned about 
in the Department, and it is an opinion that we are checking with 
the Comptroller General at the present time. Our attorneys have 
been visiting informally with the Office of the Comptroller General 
during the past 2 or 3 days, and I think before we proceed, we will 
have to have a formal opinion on just what the requirement is. 

Mr. Austin. But why haven’t you asked for that opinion ? 

Mr. Aanpauu. The first thing that we needed to do was to exchange 
ideas with the G. and T.’s, and to see just what problems would be 
involved, and now we find that the G. and T.’s are objecting to the 
provision that we have felt that we must have in the contract, and 
before we move any further, we want an opinion from the Comp- 
troller General, and we are going to get it as quickly as we can. 

Mr. Fasceti. May I ask a question right there? 

Mr. Austin. Yes. 

Mr. Fasceiz. From a good business practice standpoint, what is 
the elimination of that provision worth? 

Mr. Aanpanu. We have the rough figure of about $20 million. 

Mr. Fasceti. Thank you. 

Mr. Austin. Have the cooperatives agreed with you on that figure ? 

Mr. Aanpanu. I do not think that the figure has been disputed. 

Mr. Austin. Nor has it been agreed with ? 

Mr. Aanpatit.. Do you have any opinion on that, in the renegotia- 
tions that you have conducted, Mr. Wright? 

Mr. Wricurt. I made the statement that the depreciated value of 
the present system maintained at that time was estimated by our 
engineers at between $20 million and $25 million in a meeting at- 
tended by all of the G. and T.’s, and there was no exception taken 
to that by either them or the REA representatives there. 

Mr. Fasce.ti. Wait a minute now. Let us get back to this, then. 
You are talking about the depreciated value of the system at that time ? 

Mr. Wricutr. Yes. That is the time the Government would have 
the right to buy it for $50. 

Mr. Fasceit. What about purchase price now ? 

Mr. Wricut. I mean that the undepreciated value, the system would 
be worth, after 35 years—I stated it wrong, Mr. Congressman—— 

Mr. Fascexy. Yes. 

Mr. Wricut. Between $20 million and $25 million. As a matter 
of fact, Iam not so sure that I could not sign a contract with somebody 
today to buy it, properly kept up, 35 years from now, for 25 million 
“bucks.” 

Mr. Fascetx. I want to get back to my original question, then. We 
are talking about the value of the system. Assuming that I was 
going to exercise the option to pure hase, or that the Government was 
going to exercise the option to purchase under that contract—- 
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Mr. AANDAHL. That is correct. 

Mr. Fascetu. That is one thing. And you stated a figure which 
may or may not be disputed. 

All I am asking you is, What is the value of the elimination of the 
option to purchase? It certainly is not worth $20 million or $25 mil- 
lion to take something out of a contract to release a right which you 
already have. What can you sell it for in the open market? 

Mr. Wricut. That option to purchase that system ? 

Mr. Fasceiu. Yes. 

Mr. Wricut. I would like to have 6 months to try to peddle it for 
820 million, and all I could get above it belonged to me. 

Mr. Fascetu. Just the option ? 

Mr. Wricut. Just the option. 

Mr. Fasceti. All right. If I understand the Secretary’s statement 
correctly, it is your position at this time that the equity for the Govern- 
ment for the release of this contract provision should be compensable 
to the tune of $20 million ? 

Mr. AANDAHL. That figure is not necessarily a firm figure that we 
would have to deal with. We have been—— 

Mr. Fascetu. Let us put it another way, then, so that we will not be 
stuck with a specific figure. But say that it would be on the value 
of the system, determined according to sound business practices. 

Mr. AAnpAnL. Yes. And we have been of the opinion that the coop- 
eratives would agree to pay for the replacements during that period 
of the contract, which would probably mean, as the Administrator 
testified earlier today, something between $300,000 and $500,000 a 
vear, that that would just about be a compensating value for the 
equity that the Government would give up, and that has been our 
proposal, too. 

Mr. Fascett. Let me ask you another question. Has the value of 
the property, which was to be purchased, or property on which you 
had an option to purchase—has the value increased or decreased 
between the time when you had the option and the time when you 
are going to release the option? 

Mr. Wricut. The value has increased, but also has the obligation of 
the Government to pay these lease payments increased in proportion 
to the increased value. 

In other words, we have got to repay whatever was borrowed to 
build this system, and the option, Mr. Congressman—we may help 
you some if we point out that this option may be exercised at any time 
during the life of this contract by paying whatever is left owing on 
the system at the time. 

Mr. Fascetn. Thank you. That is all. 

Mr. Cuuporr. Proceed, Mr. Austin. 

Mr. Jonas. Before you leave that, may I interject one question ? 

Mr. Austin. Yes. 

Mr. Jonas. Just to be sure about it. I think that I am correct. 
The Government is obligated in the contract to pay for any replace- 
ments of wornout machinery ? 

Mr. Wricut. In the old contract; yes, sir. 

Mr. Jonas. What else besides the replacement? Maintenance? 

Mr. Wricut. Every expense pertaining to the system. 

_ Mr. Aanpaut. Including the amortization of the investment, with 

interest. 
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Mr. Jonas. Yes; I know that. 

Mr. Austin. And that is all figured in the rates, and actually, the 
line will be amortized out under normal procedures of amortization 
at the expiration of the present contract; is that not correct? 

Mr. Aanpau. It will be figured in the rates. We haven’t a rate 
schedule yet that includes those items. That is what we are working 
on at the present time. 

Mr. Austin. In effect, you will have them pay for this line twice, 
then, because you say that it is going to be reflected in the rates, so 
that they will be paying you rates in the power that will reflect pay- 
back of their system; then you would like to have them pay for the 
lines when the contract is out ? 

Mr. AanpauL. That is not correct. If the cooperatives pay the 
replacements during this period, then those expenses will not be re- 
flected in the rate, and the statement. is not correct at all. 

Mr. Austin. And if they do not, then it will be reflected in the rate; 
is that correct ? 

Mr. Aanpaut. That is correct. 

Mr. Jonas. While you think of another question to ask, may I ask 
another one? 

Do you not think, Mr. Secretary—I think Mr. Wright adverted to 
this—do you not think you would be subject to considerable criticism 
if you did not insist on getting something for this valuable asset? 
Would you not? 

Mr. Aanpanu. There is no question about that, and I just do not 
know what would happen. It will be a contract amendment that. be- 
longs toSPA. Doug Wright would be expected to sign it. I do not 
think he would want to stick his neck out to the extent of signing it, 
and we are just in a position where we have to be mindful of these 
facts that we are talking about. 

Mr. Jonas. I think Congress ought to speak definitely on it, if you 
are to be required todo this. I mean, we can—— 

Mr. Aanpaunt. It is beginning to look as though we cannot do this 
as has been suggested by the counsel for the committee unless it is a 
part of a congressional act. 

Mr. Jonas. Did you say you proposed to the G. and T.’s that you 
would waive this claim if they would agree to take care of the replace 
ments ? 

Mr. AanpauL, We thought that that would be a compensating value 
that we could get cleared through the Comptroller. 

Mr. Jonas. If they are going to own the system after it is paid for, 
then you thought they ought to— 

Mr. AAnpanu. Make that much investment in it. 

Mr. Cuuporr. This is not going to take 2 years, is it ? 

Mr. AanpauL. How is that? 

Mr. Cuuporr. I hope this is not going to take 2 years, like the other 
problem down in Georgia. 

Mr. Aanpanu. I do not know just how long these amendments 
might take. We, of course, are living with the contract in effect. at 
the present time, and there is no particular difficulty, as far as the 
G. and T.’s are concerned, for a year or two under that arrangement. 

The one problem that we have that is pressing us is the question of 
the 130,000 kilowatts. 
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Mr. Cuvuporr. That is exactly what I was going to ask you. What 
are you going to do with the 1 30,000 kilowatts? 

Mr. Aanpani. And I am quite confident that the 130,000 kilowatts 
will not remain committed for that lengthy period, if it is required. 

Mr. Fasceti. Mr. Chairman, right on that point, right there, I fail 
to see how—I would not be optimistic in a position of this kind. With 
the G. and T.’s—and I am not familiar with their position—but I am 
just assuming now that they are taking the position that this com- 
mittee report "tells them that they do not have to pay for the release 
of that right, and the Department takes the position that they do have 
to pay for the release of this right. 

Now, they are getting their power. Unless you stop the power or 
take some other action, how do you expect them to agree to a pro- 
vision that they do not feel they have to agree with? 

Mr. Aanpann. Of course, there would be no action on our part to 
stop the power. 

Mr. Fascern. I understand that. 

Mr. AanpauL. We have contracts in full force and effect that are 
taking care of that, that have been put in operation, and as long as we 
have a continuing fund appropriation from Congress, we will keep 
the contracts going. 

Mr. Fascety. I was wondering, $25 million seems like an awful lot 
of money. 

Mr. AaNnpAnu. Yes. This circumstance may have some influence 
on the attitude of the cooperatives. If the Comptroller’s Office should 
give us a report to the effect that we must have some suitable compen- 
sating value, and probably an indication of what it should be in 
amount or in services, then the cooperatives will fully recognize that 
we in Interior have that problem to deal with, and it is a real problem. 

Mr. Fascett. And they probably will not wait to take their case 
to Congress; so they will settle. 

Mr. Aanpant. And they may be of the opinion that they would 
not have too strong a position if they came in to Congress and asked 
for legislation that would give them a $20 million aift, or whatever 
the figure may be, without any compensation on their part, and they 
may feel that it is to their best interests to work out something that is 
ay and seems to be the best way to handle the problem. 

Now, I do not know just what those considerations will be; but I 
think it will be pointed up before too many weeks, and we will have an 
opportunity to see what happens. 

Mr. Fascetu. Mr. Secretary, I concur in that line of logic. Of 
course, the very obvious occurs to me next, and that is, supposing the 
Comptroller General says, “There is no reason why you just cannot 
amend a contract to take a provision out—period.” 

Mr. AanpaHu. We will do it immediately then. 

Mr. Fascetx. I just wanted to clarify the record on that point, 
because I understood you previously to say that it was your opinion 
that it would still require congr essional action regardless of the Comp- 
troller General’s opinion. 

Mr. Wricurt. No. 

Mr. Aanpau. No; not if we get a favorable comptroller. 

Mr. Fascett. Unless you can get clearance from the Comptroller 
General, you feel you have all the : authority you need to amend the 
contract ? 

Mr. Aanpan. Yes. 
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Mr. Fascett. And that clears the Department from complying with 
congressional action ? 

Mr. AanpauL. Thatis correct. Ido not think it is good business for 
the Government, but the direction from Congress is sufficiently specific 
so that when we know that we are not in legal difficulty in performing 
that direction, we are ready to go ahead with it. 

Mr. Fascetu. Yes. 

Mr. Austin. Actually, in this property interest involved in the 
G. and T-SPA operation now, the property interest that vou have 
is not one of building up an equity; it is not like paying off a mort- 
gage? You are simply paying an annual rent; is that not correct, 
under the direction of Congress ? 

Mr. AANDAHL. Yes; we are paying a pretty high annual rent. 

Mr. Austin. But itisarental. It is not as though you were making 
payments on a conditional sales contract. You are not building up an 
equity in those lines by those payments, are you ? 

Mr. Aanpaut. Under the terms of the contract with the option in 
there, we are actually doing what you say we are not doing. 

Mr. Austrn. But the option has been taken out by act of Congress. 

Mr. Aanpanu. Well, that has not been done yet. 

Mr. Austin. I understand your technicality that Congress did not 
act, but it was simply in the report. But you deactivated the contracts 
on the basis of the report 2 years ago, Mr. Aandahl. 

Mr. Aanpant. But in doing that, we were not giving up any estab- 
lished rights that the Government had. 

Mr. Austin. And in the meantime, the 130,000 kilowatts can be held 
off to one side and the preference customers that need it can just go 
without it no matter how desperate their plight until such time as you 
decide what you are going to do with these contracts ¢ 

Mr. Aanpaut. No comment has been made on how long it will be 
necessary to withhold the 130,000, but I do want just a little more time. 

Mr. Austin. But in the meantime you are using that as the reason 
not to give to Skiatook, to give to Paris, to give to the cities of Spring- 
field and Hermann and all those other communities, you are saying that 
until the G. and T co-ops get this matter cleared up we don’t know 
where we are, and we can’t give you another kilowatt; is that not 
correct ? 

Mr. Aanpant. No, that is not the correct statement. The correct 
statement is that we have committed 130,000 to the G. and T.’s, and 
I do not care to release any portion of it until we have had an oppor- 
tunity to get just a little deeper into this problem. 

Mr. Fascetn. You say this 130,000 is committed under the con- 
tract ? 

Mr. Aanpauu. No; it is committed under a letter that I signed to 
Mr. Buck, who is chairman of the cooperative negotiating committee, 
for the purpose of this contract. 

Mr. Fascett. This 130,000 commitment is a supplemental commit- 
ment, over and above that called for in the contracts ? 

Mr. Aanpaut. The commitment of 130,000 that we are talking about 
is the commitment that is in this letter. However, of 130,000 kilo- 
watts, 110,000 kilowatts is committed in the contract itself, and there 
is 20,000 kilowatts that we determined as an equitable addition to the 
contract amount, based upon the estimated loads of the G. and T.’s 
by 1965, and that we thought was perfectly proper to use in the alter- 
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nate contracts if they had been worked out during the 2-year interim 
period that we have for that purpose. 

Mr. Austin. Mr. Aandahl, this afternoon Mr. Wright mentioned 
that it is also probable that you are going to have to ask for a C omp- 
troller’s opinion on the matter of the net balance settlement with the 
G. and T.’s; is that correct ? 

Mr. Aanpauu. Just recently, the attorneys have come up with the 
opinion that it would be necessary to do that. 

Mr. Austin. I would like to read from the bottom of the first page 
of this SPA sheet, down there in the last paragraph, where it says No. 
°—this is one of the directions of Congress, very specific, and by num- 
ber: 

That the SPA and G. and T. cooperatives will settle accounts for power pur- 
chased and sold on the basis of net balances 
and these last few words— 
as is done under existing contracts to which SPA and the private utilities are 
party. 

In other words, you have never questioned that net balance of settle- 
ment before with the private utilities, but now it is being questioned ; 
is that right? 

Mr. Fascetn. May we have just a moment or two to discuss the 
facts? 

( Pause.) 

Mr. Aanpanut. There is a difference in those two contracts, and I 
2m going to ask Mr. Wright to explain that difference. 

Mr. Wricur. I do not know what has caused the lawyers to become 
suddenly alarmed about this; I know that it was the subject of a legal 
investigation at the time the company contracts were entered into and 
the lawyers cleared the matter and permitted us to execute the con- 
tracts. 

There is this basic difference: In the balancing off with the com- 
pany, the balancing off is strictly a balancing off of power exchanged. 
There is not included in the balance-off the item of a least payment 
or a payment for maintenance and operation and overload and taxes, 
and other matters which would be included in this balance-off. 

Now, whether or “ that has been the reason for the lawyers now 
raising this question, I don’t know. But, nevertheless, it is raised, 
it has been raised very recently, since the Secretary and I had the op- 
portunity to even meet with the generating and transmission co- 
operatives—as a matter of fact, since I have been in Washington, 
the question has been raised—and it is indicated from informal dis- 
cussions that there is some merit to how the Comptroller General 
would rule on that. 

Mr. Austin. And it gives another good reason for keeping that 
130,000 out of the market for a little while, too, doesn’t it ? 

Mr. Aanpant, Again let me say that the delay that may take place 
in working out the details of amendments does not necessarily need 
to be a deter mining factor in how long the 130,000 kilowatts will be 
held under the commitment to the G. and T.’s that we have at the 
present time. 

But there are just a few other factors that we want to get a little 
deeper into, particularly the possibility of the type of thing that 
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Sho-Me is in the process of doing right now, and also the reaction 
that the cooperatives will have when there is some definite indication 
of the rates that will be necessary now that we have the added expense 
of these leases with option to purchase contracts. 

And I do not think that it will be too long, unless those factors 
will be shaped up so that we can form some opinion on what we might 
do with respect to some additional power for these particular prefer- 
ence customers that you have asked about. 

Mr. Austin. In other words, you think you will be ready to talk 
to Springfield and Skiatook and all the other municipalities and the 
co-ops down there that have no connection with the G. and T.’s which 
are preference customers. How long will it be before you can begin 
to talk to them about how much power you have got and how much 
you can sell to them? 

Mr. Aanpauu. I would be of the opinion that probably by the first 
of the year the information that we want will be pretty well shaped up. 

Mr. Austin. Two and a half months, roughly ? 

Mr. Aanpauu. Yes. 

Mr. Austin. Mr. Aandahl, concerning the attempts that you per- 
sonally took quite an interest in, in trying to work out the contracts 
with the G. and T.’s and the private utilities of the SPA area before 
Congress had reactivated the G. and T.’s, didn’t you have quite a 
bit of discussion with the G. and T. people out there as to how much 
of this hydro they might use in this negotiation with the private power 
companies ? 

Mr. Aanpaut. Yes. And we set up a specific figure of 130,000. 

Mr. Austin. Did you ever allocate any of that 130,000 kilowatts to 
Western Farmers of Oklahoma? 

Mr. Aanpauu. We didn’t allocate any of the 130,000 to any co-op. 

The co-op that had moved furthest in its negotiations and was 
beginning to point up the number of kilowatts that it thought it 
would need was Western Farmers, but no firm commitment was made 
as to the amount that should be given to any G. and T. We started 
out with the general understanding that the group would have their 
integration contracts worked out at about the same time, and that 
there would be some kind of a supplemental allocation that would 
be agreeable to all of the G. and T.’s when made. 

Mr. Austin. Do you know Mr. Elbert Karns of the Western 
Farmers? 

Mr. AAnpDAHL. Yes, I do. 

Mr. Austin. Do you recall a certain meeting where you both were 
present in that general area—I would gather it was in the late summer 
of a year ago—in which he asked again for an allocation, saying to 
you, in effect, that they simply couldn’t finish their negotiations 
without some allocation, and you simply told him you could not 
allocate him any power at that time. Do you recall that? 

Mr. Aanpaut. I do, very distinctly. ~ 
_ Mr. Austrx. And is that roughly your answer to him, without try- 
ing to quote you? 

Mr. Aanpanv. State what the answer is. 

Mr. Austin. You told him that you couldn’t allocate any power to 
him at that time? 

Mr. Aanpant. That is correct. And we didn’t allocate it to any 
G. and T. at that time. . 
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Mr. Austin. Later on, in the same evening, the same day, and in 
the same hotel, did you meet Mr. Templeton, the president of that or- 
ganization, Western Farmers / ' ; 

Mr. AANDAHL. Yes—I am not certain of the evening, but I remem- 
ber visiting with Mr. Templeton in the hotel at one of the meetings 
which I attended in the area. 

Mr. Austin. Do you remember what you told him / 

Mr. AAnpaut. I think I indicated to Mr. Templeton that when the 
time came to make allocations, there would probably be a little power 
for Western Farmers. 

Mr. Austin. Did you make a statement to him, to the effect that 
Western Farmers could actually count upon 15,000 kilowatts if they 
would withdraw their pressure for reactivation of the G. and T. con- 
tracts, the old G. and T.-SPA integration contracts / 

Mr. Aanpaun. I don’t think that I made a specific statement as to 
the amount of power. I very likely would have said that if we had 
alternate contracts, that there would very likely be some power 
available. 

Mr. Austin. Is that the same thing? 

Mr. AANDAHL. Our overall purpose in those negotiations—and this 
information was passed on to all of the G. and T.’s—was that if 
alternate contracts were worked up—and that was the thing that we 
were attempitng to do—that we would allocate the 130,000 kilowatts 
in an equitable manner among the G. and T.’s that were involved. 

Mr. Austin. Could we come back to my almost exact statement. 
Did you assure him that he could have 15,000 or any given number, 
if his organization would quit asking for the reactivation of the old 
SPA-G. and T. contracts? Did you make such an offer to him ? 

Mr. AAnDAHL. I would be reasonably confident that I did not make 
an offer in the terms that you are suggesting. 

Mr. Austin. Well, did you make an offer in some other terms to 
him ? 

Mr. Aanpant. I told you about the type of thing I would have 
expected that I said to him. And the type of thing I would have 
said to him would have been that if alternate contracts are worked 
out, there will probably be some portion of 130,000 kilowatts avail- 
able to you, and there may have been some indirect reference to 15,000 
or 20,000, or some figure of that kind. 

Mr. Austin. Mr. Aandahl, we have a typed record of the speech 
that you gave in Jefferson City, Mo., in an REA meeting, and in it 
there is this exact quotation: 

The responsibility of the Department of Interior is to market the power 
that comes from Federal hydro plants, and when we have marketed that power 
we have completed our responsibility. I do not think that the Federal Govern- 
ment should build steam plants. 

Does that sound like your statement ? 

Mr. AANDAHL. That sounds like a correct statement. 

Mr. Austin. That was February 26, 1954. 

Then, before the House Appropriations Committee, Public Works, 
central panel, fiscal year 1956, on page 117, is this statement by you: 

It is our purpose by contractual arrangement to establish a relationship that 


will not require Federal funds for the purchase of power and the payment of 
wheeling. 
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Mr. AANDAHL. In reference to what was that statement made? 

Mr. Austin. Just amoment. While she is looking that up, we will 
go ahead a little bit with the discussion. 

All of the marketing policy for power from SPA and SEPA, I 
believe it has been said earlier today, comes out of the Flood Control 
Act of 1944; is that correct ? 

Mr. Aanpaut. That is correct. That is the specific legislation. 

Mr. Austin. I accept the correction. 

Would you like to take a look at this, Mr. Aandahl? The part that I 
read is: 


It is our purpose by contractual arrangement. 


Do you find that there, page 117? 

Mr. Aanpaut. That statement is made with specific reference to 
the alternate contracts that were under negotiation for the G. and T. 
cooperatives, and is a correct statement in that respect. 

Mr. Austin. That is a statement on the basis of the bus bar theory, 
isn’t it, that power should be sold from these dams, just sold and turned 
over to someone else for the purpose of firming ? 

Mr. AanpAHL. No; that is based upon the Whitney type of con- 
tract, under which the power is sold to the cooperative and the coop- 
erative arranges for the integration and for the transmission of 
the power. And that is exactly the basis on which the alternate con- 
tracts were being negotiated. 

Mr. Austin. Do you believe that that is in full conformity with 
section 5 of the Flood Control Act and its instruction to you? 

Mr. Aanpaut. Oh, yes, it is, without any question. 

Mr. Austin. Do you believe that that is in full accord with the 
policy of getting the power out to as many customers as possible, 
giving preference to preference customers ? 

Mr. Aanpautu. Oh, yes, it is sold to the preference customer, and 
the preference customer has an opportunity to work out an arrange- 
ment that takes care of the transmission, and in this particular in- 
stance the cooperative had their own transmission system and their 
own steam. ‘They were merely buying the power at the bus bar at a 
favorable rate, so they could use it in the integration of their own 
system. 

Mr. Austin. As a favorable rate, but at the project rate? 

Mr. Aanpaunu. That is correct. 

Mr. Austin. You don’t mean to imply that they are getting a pref- 
erential rate? : 

Mr. Aanpaut. No; they would use the project rate as applied to 
peaking capacity. 

Mr. Austin. The statement : 

The present policy of the Department of the Interior takes the position that 
by construction of multipurpose dams with federally constructed power hydro 
plants in connection with them, the Government can make available distribution 
to the power capacity in the area—— 

Mr. Aanpant. That is correct. 

Mr. Austin (continuing) : 

That construction, however, should be the limit of the Federal participation 
in meeting the power requirements of the area. 
That is the rest of your statement ? 

Mr. Aanpant. Yes. 
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Mr. Fascetu. May I inquire—— 

Mr. AANDAHL. You recognize that that deals with generation, and 
the amount of power that we have for sale, and in addition to that, 
there are responsibilities in connection with transmission. 

Mr. Cuuporr. You have a question 4 

Mr. Fascetu. Yes. 

Mr. Secretary, do I understand by that statement that you accept 
the philosophy of government and the idea of natural resources for 
the development of hydropower should be developed by the Govern- 
ment to that extent ? 

Mr. Aanpanu. There is a division of responsibility in developing 
the water resources. Congress has enacted legislation establishing 
the Federal Power Commission. Among its duties is the licensing of 
private utilities to build certain powerplants. 

Now, some hydroplants will be built by private industry. Some 
hydroplants are multipurpose in nature, and yet beyond the capacity 
of entities other than the Federal Government, and those kind of 
projects should be sponsored by the Federal Government, and what- 
ever power comes in that kind of project is a proper function of the 
Federal Government and it becomes a valuable contribution to the 
power supply of an area. 

When the Government has done its part in building these multi- 
purpose projects, that should be the limit of its responsibility in 
supplying power. 

Mr. Fascetu. Well, you can draw the line any place you like, as 
you obviously have. Iam trying to reconcile it with your theory that 
that is socialistic. 

Mr. Aanpauw. We must recognize that in our Government at all 
levels we have certain elements of socialism in our accepted practices. 

Mr. Fascetu. In other words, socialism per se is not bad; is that 
what you mean ? 

Mr. Aanpaut. Not necessarily. There are certain elements that 
seem to fit properly into our system. 

Mr. Fascety. It depends upon the degree of application ? 

Mr. Aanpanu. And also on the type of venture that is involved. 

Mr. Fascetn. And therefore if I understand your thought cor- 
rectly, in following this thing up, it depends, then, on the restriction 
and the limitation that you put on this type of thing in order to keep 
it in proper balance and perspective ? 

Mr. AAnDAHL. That is correct. 

Mr. Fasceti. You know the words, it is like the old story, “We have 
established what it is, we are just haggling about the price.” 

Let’s get back for just a moment to this amount of compensation on 
the release of this equity right in these contracts. Now, under the 
contracts, the lease payments were to be applied as a credit, is that 
right, to the purchase price ? 

Mr. Aanpauu. Under the lease option to purchase contracts, SPA 
commits itself to pay to the G. and T.’s, first, the payment that they 
need to make to the REA Administrator, or Administration, to 
amortize the loan with interest over the repayment period. 

In addition to that, SPA commits itself to operate and maintain 
the lines and bear the expense of that activity. 

Mr. Fascetz. As I understood your statement previously, in your 
mind that constitutes the building up of an equity. 
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Mr. AANDAHL. That is correct. And in addition to what I have 
just said, to make the replacements that are necessary during the 
period of the contracts. 

Mr. Fasceti. What consideration should be given to the extent of 
the equity that has been built up, as against the total purchase price 
at the time that the option privilege is released ? 

Mr. AanDAHL. We have been thinking in terms 

Mr. Fasceru. I mean, do you charge it off as rental 

Mr. Aanpaun. No. We have been ‘thinking i in terms of a provision 
that the G. and T.’s pay the cost of replacements during the period 
of the contract. And it is estimated that that cost will run from 

$300,000 to $500,000 a year. 

Mr. Fascetx. I understood that part of it. But what I was getting 
at, in your thinking on the subject, would you then take the equity 
that has been built by the Government to date and charge that off as 
rental, since you are going to drop the option 4 

Mr. Aanpant. No. The option would be deleted from the contract, 
and the compensating value for that 

Mr. Fasceti. Would be the obligation 

Mr, Aanpant. Of the G. and T.’s to pay for the replacement. 

Mr. Fasceti, Now, it compensates for the release of the right to 
buy, and it also compensates for the payments that have been made 
to date? I don’t know how much has been paid under the thing to 
date, but it seems to me there is a tremendous difference between 
releasing the right to buy and at the same time releasing all the 
payments that have been made on account. 

Mr. AAnpant. Up to the present time, I presume that there have 
been no payments made for replacements, so the full cost of those 
replacements are something that will accrue in the future. 

Mr. Fascerx. I see. In other words, then, there is no equity which 
has been built up to the present time? 

Mr. Aanpanu. There is an equity that starts to build up the minute 
we make a payment. 

Mr. Fascetzi. But no payments have been made? 

Mr. AanpAut. The payments are in the process of being made for 
rental, since the 15th of January. 

Mr. Fascerx. Of 1955? 

Mr. Aanpant. Of 1955—excuse me—since the 15th of July. 

Mr. Fasceix. You say they are in the process of being made, which 
indicates they have not been made yet? 

Mr. AAnpAut. That is correct. 

Mr. Fascery. That means that as of now there is no equity? 

Mr. Aanpant, The Administrator advises me that some payments 
have been made. 

Mr. Fasceti. What is the extent of those, without getting into—— 

Mr. Wrieurt. There have been very small pay ments. made; likewise 
there have been no cost of replacements borne by the Gov ernment, 
because we don’t keep possession of it long enough to replace any- 
thing. 

Mr. Fascetx. In other wor ds, the point I am making is that if a 
settlement is made any time soon, that particular item would be 
negligible, wouldn’t even be taken into consideration. 

Mr. Wricur. The difference would be there. The Government 
would still make all of the same payments, which would entitle it to 
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the title of this house at any time during the contract sales period, 
would still make the same payments without the right to buy the 
house. 

Now, if it were my own house we are talking about, and I make 
replacements in my own house, I pay by the month, if I were to lose 
the right to buy that house 

Mr. Fasceti. Then the payments you made are charged off 
rental; that is what I was trying to get at. 

Mr. Wricur. I don’t pay th: at much rent. 

Mr. Jonas. Isn’t one of your strong arguing penta the fact that 
the G. and T.’s have already signed the contract, giving this option to 
the Government, and when you surrendered it to them without any 
compensation you think you are surrendering a valuable right that 
the Government already has by contract ? 

Mr. Aanpanu. That is correct. 

Mr. Fascern. I think he has made that clear. I was just trying to 
arrive in my own mind as to how such payments as have been made 
would be handled. 

Mr. Aanpanu. I would say that any payments that have been made, 
and the payments that would be made in the future, less the replace- 
ment cost, if that provision is put in the contract, would be considered 
as rental payments. 

That probably answers your question. 

Mr. Fasceru. It does. 

Mr. Austin. Mr. Aandahl, referring to statements of yours on 
May 12, 1953, at a conference with representatives of the utilities, 
REA cooperatives and municipalities in the area of SPA, you made 
this statement—— 

Mr. Aanpanu. What was that date, again? 

Mr. Austin. May 12, 1953. 

It is my personal opinion that Federal responsibility is limited to the produc- 
tion of hydroelectric power in the multipurpose projects, in the marketing of 
that power. 





That is your statement, isn’t it? 

Mr. AaANpAnL. That sounds about right. 

Mr. Austin. Further, you said this: 

As far as the future is concerned, I do not care to see any of the Federal 
power administrations that come within the Department of the Interior in the 
field of buying steam power. 

Going on further in that same quote: 

I feel that our one responsibility is the sale of hydroelectric power that is 
generated in the multipurpose dams, and in that sale we want to recognize the 
preference customers and make that power in its full capacity available to the 
preference customers, but beyond that we do not care to move it. 

Those are your statements ? 

Mr. AANDAHL. It sounds about right. I might say that that state- 
ment probably should be qualified by a recognition of the purchase of 
some steam in some instances for firming purposes. I think as the 
statement was made, it dealt with the broad proposition of buying 
steam power for resale purposes rather than strictly for the firming 
purposes. 

Mr. Fasceti. That statement also presupposes one other thing: 
That is, it makes possible only one way of disposing of the power. 
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Would you read that thing again? 

Mr. Austin (reading) : 

I feel that our one responsibility is the sale of hydroelectric power that is 
generated in the multipurpose dam, and in that sale we want to recognize the 
preference customers and make that power in its full capacity available to the 
preference customers. 

Mr. Fasceti. That is what [ am trying to get at. 

With that qualification, how would you make it available to the 
preference customers at its full capacity? I don’t understand it; 
after what we have been through here today, I don’t see how you 
would do it. 

Mr. Aanpanu. That is done in the Whitney contract. It would 
have been done in the alternate contracts that we are working on here. 

Mr. Austin. It there any difference in the Whitney contract and 
in actually buying steam to firm your own hydro, and then selling 
that product ? Actually, in the Whitney contract or the Narrows 
or the Oklahoma or the Texas contracts, aren’t they, in effect, trading 
peaking power for firm kilowatts ? 

Mr. Aanpanu. You are getting into too many contracts there that 
have quite a variety of conditions. 

Mr. Austin. They have this condition in common; do they not? 

Mr. Aanpanun. In the Whitney contract the Government is not 
involved in the purchase of any steam. 

Mr. Austin. With that correction, in the other contracts you are 
trading your hydro for steam so that you have a greater firm capacity. 
Is there any basic difference in the trading or the actual outright buy - 
ing for cash in order to sell more firm power for cash? 

Mr. Aanpant. You will recall that just a moment ago I qualified 
that general statement to say there should be an exception to it deal- 
ing with certain amounts of steam power under certain conditions 
for fir ming purposes, 

Mr. Austin. Of course, that is qualified to the point that it doesn’t 
have much left in this statement, if you wish to qualify it enough to 
say that these contracts in here are pretty much the same as buying 
steam with which to firm your hydro; isn’t that right? 

Mr. Aanpantu. I think that is right. 

Mr. Austin. In other words, the qualification practically takes 
away that statement. 

Mr. Fascett. You could restate the proposition another way, 
couldn’t you, Mr. Aandahl, and be safe, and that is, that every case 
would have to stand on its own? 

Mr. Aanpanu. Yes; I think that would be a good statement to use. 

Mr. Austin. You heard the testimony of Mr. Wright this afternoon 
as to the necessity of firming this hydro up. W hat is your theory 
on the firming of the hydro of SPA in order to make it available as 
firm power to fulfill the condition of section 5 of the Flood Control 
Act that says that that power must be marked according to sound 
business principles ? 

Mr. Aanpan. That can be fully accomplished under the Whitney- 
type contract. 

Mr. Austin. Explain the Whitney-type contract quickly again for 
us, will you ? 

Mr. AanpanL. I am going to ask Mr. Wright to explain that. He 
is familiar with the details of it. 
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Mr. Wricut. Under the Whitney contract the entire output of the 
Whitney Dam is disposed of to the Brazos Tr: ansmission and generat- 
ng cooperative. In that contract it recognizes, by att: aching a contract 
between Brazos and the Texas Power & Light Co. to the contract, that 
Brazos is going to take that power and resell it to the Texas Power & 
Licht Co., or exchange it with them, with a monetary value assigned 
to it. the full amount exactly as they bought it from the Government, 

lus this expense of moving it from where they bought it to the ‘Texas 
Power & Light Co.’s system. In return for that the Texas Power & 
Light Co. agrees to sell them up to 30,000 kilowatts, the ec apac ity of 
the dam, fully firmed up, but they sell the steam power to the Brazos 
G. & T. Cooperative. The cooper ative has the further right in that 

nitract that if at any time they desire to integrate that hydro power 

th their own thermo generation or thermo generation the ‘vy purchase 
from somebody else, they can withdraw it from the Texas company 
nd use it for that purpose. 

Mr. Austix. Mr. Aandahl, would it be your theory that it would 
be sinful only if you were to do it, but it isn’t sinful if somebody else 

es 1t¢ 

Mr. Aanpau. Your statement of the question doesn’t fit the cir- 
cumstances at all, as I see it. Ifa non-Federal entity has purchased 
the Governme nt’s hydro power and then buys or arranges by exchange 
for the amount of steam power that it needs to go with the hydro, you 
ave an entirely different circumstance from the Government getting 
nto the powe r marketing business for power that isn’t produced by 
lederal projects. 

Mr. Austin. But if you are to market your power in accordance 
with sound business principles, the wording of section 5 of the Flood 
Control Act, it has to be marketed with steam attached to it in some 
manner: doesn’t it? 

Mr. Aanpaun. That is correct. 

Mr. Austin. And so you are trying g to draw a narrow line of dis- 
tinction on this; that you mustn’t put ‘the steam with it, you must sell 
it, as you have stated in $ ae of these quotes I have just given, 
vou must sell it and somebo dy else must put the steam with it. 

_ Mr. AanpAnn. That is correct, and that is a very substantial dif- 
. ‘rence. And I might say that in addition to the Ww hitney contract 

hat we have just been talking about, the same purpose will be accom- 
plished in the draft wheeling contract that is before the Carolina 
coneratives and the C arolina Light & Power Co. at the present time. 

\nd the same principle is involved in the wheeling contract that we 

iave before us in connection with Georgia Power, although that has 
not gotten as far in the negotiation stage as the Carolina contract has, 
but the same principle is involved in both of them. 

Mr. Austin. But neither one of those have been accepted; have 
they ¢ 

Mr. Aanpanu. That is correct. 

Mr. Austin. Neither one of the contracts are proposals of yours? 

Mr. Aanpan. That is correct. 

Mr. Austin, Or of the private power companies in the area. 

Mr. AAnpanu. The private power companies have indicated a will- 
ingness to go along with it, but they are not the proposals of the private 
power companies. 
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Mr. Austin. Would it not be much more in accordance with sound 
business principles to go back to the principles enunciated by Mr. 
Wright several times today, particularly going back to the principles 
that he actually used in the Oklahoma-Grand River Dam where he 
bought the power and firmed it? Wouldn't it give much more revenue 
to the Government, much more revenue from the sale of the power to 
the Government, if that policy were followed ? 

Mr. AANnpAHL. No; I don’t think it would give any additional 
revenue unless the Government goes so extensiv ely into the purchase of 
steam power in the sale of that. purchased steam power that it gets a 
revenue as a broker. ‘To buy just the amount of steam power that is 
necessary to firm up the hydro, the revenue should be substantially the 

same—the net revenue should be substantially the same as if the 
peaking capacity is sold. 

Mr. Austin. Mr. Wright, what would be your opinion on that? 
What would give the Government the most net revenue: to buy the 
steam, or firm it as you did in the Grand River Dam, or to sell this 
hy dro as capacity that you have, or that somebody else would have to 
firm it? 

Mr. Wricur. I would get more revenue if I did it as I did in the 
Grand River Dam. I would get about the same revenue if I did it as 
I did under the Oklahoma contract. And I would get more revenue if 
I did it as I did under the Texas contract. 

Mr. Cuuporr. Mr. Aandahl, I am convinced that we could probably 
goto3o’clock inthemorning. It isa very interesting subject. And I 
am afraid we are going to have to adjourn until tomorrow morning. 

However, before we adjourn, I just want to ask you two questions 
about the Attorney General’s opinion. 

I notice in the letter of transmittal from the Attorney General to the 
Secretary of the Interior, he says: 

“Pursuant to our conference at the White House this afternoon”— 
do you know anything about that conference ? 

Mr. Aanpant. What is the date? 

Mr. Cuuporr. July 15, 1955. 

Mr. AAnDAHL. I am not sure about the conference of July 15, 1955. 

Mr. Cuvuporr. Evidently there must have been a conference, or the 
Attorney General wouldn’t have put it in his letter of transmittal. 

Mr. Aanpaut. That is correct. 

Mr. Cuuporr. Were you present at the conference ? 

Mr. Aanpant. I am not sure whether I was present at the conference 
or not. I have attended several conferences at the White House, but 
I am not sure about that particular conference. 

Mr. Cuvporr. Did Mr. McKay go with you? 

Mr. Aanpanw. I am not sure about that particular conference. 

Mr. Cuuporr. Now, the letter goes on further to say : 

The Department of Justice will be pleased to confer with you at any time 
concerning the form of contract that is to be tendered to the preference cus- 
tomers. 

Have you, between July 15 and the present date, ever conferred 
with the Justice Department concerning the form of contracts to 
be tendered to the preference customers ? 

Mr. Aanpauu. There has been no further conference. 
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Mr. Cuuporr. So that you haven’t consulted with the Depart- 
ment of Justice about any form of contract for preference customers? 

Mr. Aanpant. That is correct. 

Mr. Cuuporr. That is all. 

Mr. Fascety. Did I understand his testimony correctly that he did 
not attend a conference at the White House with respect to the 
Georgia Power contract? 

Mr. Cuuporr. He says he didn’t remember whether he was there 
or not. 

Mr. Fascetu. What is your testimony # 

Mr. Aanpant. I said I do not remember whether I attended the 
conference that is referred to in the letter. 

Mr. Fascetx. That is not the question I asked you. I will ask you 
this question, Mr. Secretary, as to whether or not you attended a 
conference at the White House 

Mr. AANDAHL. I have attended several 

Mr. Fascetyu. Just let me finish—any time during the first 6 months 
of 1955 with respect to the Georgia Power contract ? 

Mr. AanpauL. I have attended several conference at the White 
House. 

Mr. Fasceiti. On this contract ? 

Mr. AANDAHL. On the tricontract proposal, and the overall rela- 
tionship and the overall negotiations in the sale of Clark Hill power 
in the State of Georgia. 

Mr. Fascetu. Do I understand from that, correctly, then, that as 
far as whoever it was that the White House was concerned about, it 
was more of a question of overall policy than it was actually a ques- 
tion of the terms of the contract ? 

Mr. AANDAHL. I would say that the question in the most part is a 
question of overall policy. Reference was made to the general pro- 
visions of the tricontract proposal. 

Mr. Fascerz. Am I correct in assuming that the main—the prin- 
cipal—question then under discussion would be whether or not it 
would be possible to force the signing of the contract or adopt some 
other course of action ? 

Mr. Aanpant. I am making no comment on the exact subject of 
such discussion at the White House. 

Mr. Fascetx. Do you say that from some sense of loyalty or be- 
cause you feel that it is secret ? 

Mr. Aanpant. I feel that any information about the White House 
conference should come from the White House itself. 

Mr. Fascetu. Well, in that case, who was present at the conference ? 

Mr. Aanpaunt. That, too, should come from the White House. 

Mr. Cuuporr. Will you yield at that point ? 

Was Mr. Harllee Branch at that conference ? 

Mr. Aanpanu. All the information with respect to the conference 
should come from the White House. 

Mr. Cuuporr. In other words, you are refusing to tell us who was 
at the conference at the White Honse? 

Mr. Aanpaut. That information should come from the White 
House, and I do not care to make any statement on it. 

Mr. Cuuporr. You don’t care to answer the question ? 

Mr. AanpDAHL. That is correct. 
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Mr. Fascety. I would like to ask him one more question. 

Mr. Cuuporr. Sure. 

Mr. Fasceii. Do you have any particular reason for that? 

Mr. AanpAu. I think the White House should release and be re- 
sponsible for any statements about information in connection with 
meetings that are held at the White House. 

Mr. Fasceitn. Well, that is as good a theory as any. I just happen 
to disagree with you. The Attorney General has already said the 
conference was held. I don’t attach any particular motive to the fact 
that a conference was held, but I can’t see any objection to finding out 
who was there and what was discussed. 

Mr. Aanpaunt. As far as I am concerned, I would have no particular 
objection to giving any iain ition that I have about it, but I do not 
think that it is proper or in order that I make such statements. 

Mr. Fasceni. We, I think you have to admit that I can’t help but 
be curious to find out that there was a conference on this partic ular 
contract and then have you tell us it was a question of policy, and yet 
we have no way of knowing who sat in on the policy and what the 
policy is and whether it went beyond policy and went into the contract. 

Mr. Aannaut. I can appreciate your interest, but [am sure that you 
can appreciate my position In feeling that any information about a 
conference at that time should come from the White House. 

Mr. Cuuporr. I can only come to one conclusion, that somebody is 
trying to hide something, because it appears to me that there is nothing 
secret about what happened at the White House and who was there. 
Here is a contract, the tricontract, and it evidently was so important 

that the question of whether it should be entered into, or how it would 
i entered into had to be taken up with the White House, and cer- 
tainly there must have been some legal questions, because if the legal 
questions weren’t raised at that conference, there wouldn’t have been 
any Attorney General’s opinion, and even though the Attorney Gen- 
eral gave an opinion, and has offered in writing to confer with you at 
any time, or the Secretary of the Interior at any time, as to the form 
of contract that is to be tendered to preference customers—this was on 
July 15, it is now October 12, and you haven’t even bothered to take it 
up with them. 

Now, certainly if you are going to enter into a contract with pref- 
erence customers, you want a legal one, one in accordance with law. 
Don’t you think it was your duty to take this up with the Attorney 
General ? 

Mr. Aanpann. Only if there were questions in my mind that I 
thought need to be resolved by the Attorney General. 

Mr. Cuuporr. He already gave you an opinion resolving certain 
legal questions, and you have ignored his opinion, and you have even 
ignored his offer 

Mr. Aannauu. No; we have not ignored his opinion, we have fol- 
lowed his opinion. 

Mr. Cuvuporr. You followed his opinion ? 

Mr. Aanpanu. Yes. 

Mr. Cuuporr. But you are still negotiating with the cooperatives 
and the Georgia Power Co. to try to get them to give up their rights 
as preference customers ? 

Mr. Aannan. No; we are not trying to get them to give up any 

rights at all, we are trying to negotiate a contract that will recognize 
all of their rights, 
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Mr. Cuvporr. I won’t use “blackjack,” because we have agreed to 
call it a sandbag. You are trying to sandbag the gp amen into 

giving to the Georgia Power Co. 40,000 kilowatt in order to get the 
balance of the power ? 

Mr. Aanpant. We are not trying to sandbag, or anything else, we 
are trying to work out the contract that is reasonable and fair and 
meets the purpose of making the Clark Hill power available to the 
preference customers in the State of Georgia 3 

Mr. Cuvuporr. For myself, I am rather sus picious. 

Mr. Fascetu. May I — 

Isn’t it true, however, Mr. Aandahl, that while you made that state- 
ment that you make it in the face of the Attorney General’s opinion, 
which raises a very serious doubt, not only in your mind, but every- 
body else’s, because he states that you should, under the law, contract 
directly with the cooperatives and not through any indirect agency, 
and give them a reasonable time within which to come take the power 
at the project, but you haven’t done that yet, which means that you 
are seeking some other means to do it. 

Mr. Aanpant. He comments upon two proposals that are before 





us 

Mr. Fascetn. And one of them is no longer there. 

Mr. Aanpann. And with those two proposals before us, he Says, 
we cannot sign one of them. We could sign the other one, if we 
wanted to, or we could sign some other type of contract that would 
accomplish the purpose of a sale to the preference customers so that 
the preference customers get title to the power directly from the 
Government and pay the Government for the power they receive. 

Mr. Fasceti. In other words, you reiterate your previous position, 
which is that the Attorney General, in his opinion, does not lay down 
the exclusive manner by which he can dispose of his power. 

Mr. Aanpann. That is correct. 

Mr. Cuuporr. Are you through ? 

Mr. Fascetn. Yes. 

Mr. Cuuporr. Any questions ? 

Mr. Jonas. No. 

Mr. Cuuporr. Well, Mr. Aandahl, I think thet if we can just get 
started at 9:30 tomorrow morning, we might get through with the 
Southwestern Power in a half hour or so; if you have an appoint- 
ment, we will not insist 

Mr. AANDAHL. We can arrange that. 

Mr. Cuunorr. Then we will adjourn until 9:30 tomorrow morning. 

(Whereupon, at 9: 45, p. m., the subcommittee recessed, to reconvene 
at 9:30 a.m., Thursday, October 13, 1955. 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 


ELECTRICS 


THURSDAY, OCTOBER 13, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON PusLtic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:50 a. m., in the 
caucus room, Old House Office Building, Representative Earl Chudoff 
(chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff, Dawson, Mollohan, 
Fascell, Hoffman, and Jonas. 

Also present: William Pincus, associate committee counsel; Arthur 
Perlman, staff director; James A. Lanigan, subcommittee counsel; 
and H. Vance Austin, associate counsel. 

Mr. Cuuporr. Mr. Aandahl, Mr. Wright. The subcommittee will 
be in order. 

Mr. Austin, will you continue the questioning, please. 


FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT SECRE- 
TARY, DEPARTMENT OF THE INTERIOR; ACCOMPANIED BY 
DOUGLAS G. WRIGHT, ADMINISTRATOR, SOUTHWESTERN POWER 
ADMINISTRATION, TULSA, OKLA. 


Mr. Austin. Addressing this question particularly to you, Governor 
Aandahl, just one more word about this 130,000 kilowatts of power 
that still has not been allocated down there. 

You said you hoped to allocate that about the first of the year; that 
will have been almost 6 months after the authorization of the reactiva- 
tion by Congress. What is it that you still want to look into? You 
said there were 1 or 2 things that you wanted to look into yet in con- 
nection with the new contracts down there. What are those things? 

Mr. Aanpan. I want to have some reasonable estimate of what the 
rates will be under the reactivated contracts, and I want to have some 
opportunity of contacting the G. and T.’s, and having a better under- 
standing of what their wishes will be with respect to a final solution. 

As was indicated in the previous testimony, Sho-Me is pulling out 
of the lease option-to-purchase contract. There is at least one other 
spot and perhaps more where something similar may take place, and 
until we get more definite information of how we are going to proceed 

1403 
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with the amendments to the contract themselves, and the possibilities 
of alternate contracts as they relate to the amended contracts, and to 
the rate schedules that will be established, it is difficult for me to know 
just how much of the 130,000 we may need in the solution of the G, 
and T. problem. . 

Mr. Austin. What does Sho-Me’s pulling out have to do with your 
still holding this 130,000 kilowatts? Can’t they still be allocated ¢ 

Mr. Horrman. There are two questions, again, Mr. Chairman. 

Mr. Cuuporr. Well, I think that is one question. 

Mr. Horrman. Will you read it, please ! 

Mr. Cuvporr. I mean, that is a double question, but it only requires 
one answer. 

Mr. Horrman. Will you read it? 

(The question was read by the reporter. ) 

Mr. Aanpauu. If Sho-Me were the only G. and T. that were to 
decide in favor of an alternate contract, then we could move imme- 
diately. But if there are other cooperatives that follow that same 
pattern, then we would very likely need the 130,000. Until we know, 
with just a little more certainty, what the final trend of solution will 
be—we don’t need to wait until the solution is reached—we should have 
just a little more time before we release that power. 

Mr. Austin. What does Sho-Me have in mind, Mr. Aandahl ? 

Mr. Aanpaunt. I think Sho-me proposes to buy peaking power, about 
50,000—55,000 kilowatts of peaking power on a basis quite similar to 
the Whitney contract, and to integrate that Federal peaking power 
with one of the utilities in the area. 

Mr. Austin. Is it possible that you are baiting this just a little bit 
by holding this 130,000 out ? 

Mr. Aanpauu. I would certainly be glad to encourage that kind of 
settlement. That settlement is more preferable to me over the lease 
option-to-purchase contracts. 

Mr. Austin. And so it is possible then—in direct answer to my 
question—it is possible that you are holding this 130,000 kilowatts up 
to see if you can’t force those two together ¢ 

Mr. Aanpau. I am not making any attempt to force anybody, but 
I am holding the gate open so that the method can be used if it is desir- 
able on the part of the G. and T.’s. 

You realize that the initiative on this type of arrangement must 
come from the G. and T.’s. We are not trying to work out the integra- 
tion contract that they have with the utilities. 

In the past 2 years, when these alternate contracts were in process, 
we took no part at all in the integration contract between the G. and T.’s 
and the utilities in the area. The fact of the matter is I have never 
seen a draft of the contract that they had, and I don’t believe you 
have either. 

Mr. Wricurt. No, sir. 

_ Mr. Aanpani. We have never seen a draft of the proposed integra- 
tion contract between the G. and T.’s and the utilities. That was some- 
thing that was a matter of contract negotiation between those two 
entities. 

All that we have done has been to give some indication of the kind 
of hydro contract we would enter into with the G. and 'T.’s to supply 


the hydro that was in proportion to their load, and which they would 
need in the integration contract. 
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Mr. Austin. But the 130,000 kilowatts still stands as a rather threat- 
ening weapon to hold over their heads? ore 

Mr. Aanpauu. No; it is no threatening weapon at all. It is Justa 
possibility and it has no implications as to what will be done with 
the contracts that are activated. It in no way jeopardized those 
contracts. é‘ , 2 ot 

In the case of Sho-Me, we sent them a letter of agreement offering 
to reactivate the contract, and it was at their request that the contract 
was not reactivated, and it was at their request that they have the 
8-month interim contract under which they are now working. 

Mr. Austin. Mr. Wright, some several years ago when the Central 
G. and T. Cooperative was first hooked up to SPA system, wasn’t some 
little question raised then about their actual title to their transmission 
line right-of-way. It was a friendly discussion, but wasn’t there some 
question raised ¢ , 

Mr. WricHr. There definitely was a requirement on the part of the 
Government in the contract that in the right-of-way the cooperatives 
secured, they should present satisfactory evidence of title to the Gov- 
ernment, so that we knew we had a facility we had a right to get on 
and operate. If we did exercise our option to purchase, we would 
have something to purchase, and we required certain things be done 
by the Central Cooperative to acquire that title. 

Mr. Austin. Yes, and in connection with that didn’t you get a 
Department of Justice ruling or didn’t you ask them some questions 
to which they gave you answers in connection with that right-of-way ? 

Mr. Wricur. Yes, sir. 

Mr. Austin. Could we ask that that correspondence be placed in the 
record, that it be submitted by Mr. Wright? He wouldn't have it 
with him, I am quite sure. 

Mr. Cuuporr. You will supply it and we will put it in the record 
at this point. 

Mr. Wrieur. I will be glad to do that. 

(The document referred to is as follows :) 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., November 25, 1952. 
The Honorable the ArroRNEY GENERAL. 

Sir: I respectfully request you to waive, under title 40, United States Code, 
146 edition, section 255, any requirement which may normally exist under 
that section for your written opinion as to title in connection with the leasing 
by the United States of transmission systems constructed by certain rural coop- 
eratives over easements and rights-of-way acquired by the cooperatives pursuant 
to leases which give the United States options to purchase the systems under 
specified circumstances. 

In furtherance of the policies of section 5 of the Flood Control Act of 1944 
(16 U. S. C., 1946 edition, sec. 825a), the Administrator of the Southwestern 
Power Administration of this Department under the authority delegated to 
him by Order No. 2135 (10 F. R. 14527) of the Secretary of the Interior, on 
January 9, 1950, entered into a contract with the Central Electric Power Co- 
operative, a Missouri corporation, whereby the Government leases for 40 years, 
with an option to purchase, a transmission-line system consisting of about 520 
miles of transmission lines, together with substations and related facilities. A 
copy of this contract, No. Ispa—305, with all amendments, is attached. 

This contract provides that, from funds secured by loan from the Rural Elec- 


trification Administration, the cooperative is to consttuct the transmission-line 
System on easements and substation sites acquired by the cooperative. The titles 
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to these easements and substation sites are to be satisfactory to and approved by 
the Government. When the system—or any portion thereof, which, in the opinion 
of the Government is usable—is completed, it is to be delivered to the Govern- 
ment. The Government will thereafter at its own expense, operate and maintain 
the system or portion thereof in good condition and pay as monthly rental an 
amount sufficient to amortize, during the period of the loan, the amount of the 
loan used to build the system or portion thereof, together with interest on the 
loan, plus that portion of the cooperative’s overhead and administrative expenses 
properly allocable to the system or portion. 

The Government further has the sole option, at any time, to purchase the system 
by paying to the cooperative the amount of the loan, less any rental payments 
made by the Government applicable to retiring the principal of the loan, or, if the 
option is exercised after the loan is entirely paid off, by a payment of $10. The 
option to purchase is not to be exercised except pursuant to specific congressional 
authorization and appropriation. 

A portion of this transmission system, consisting of a 154-kilovolt transmission 
line beginning at the Bull Shoals Dam in Arkansas and extending to Mansfield, 
Mo., a distance of approximately 55.1 miles, has been completed and has been 
determined by the Government to be a usable portion of the system, and since 
August 1, 1952, the Government has had possession of said portion, as a lessee, 
but has made no determination as to the validity of title. 

The easements acquired by the cooperative are “blanket easements,” conveying 
the right to construct, maintain, and operate a transmission line across a de- 
scribed tract of land, with no definite path across said tract defined, but limiting 
the rights of the cooperative to clear the land of trees, buildings, and other 
obstructions to a strip extending 50 feet on either side of the center of the trans- 
mission line as actually constructed. In addition to the initial consideration for 
the grants, the easements provide for paying all recurring crop damages occa- 
sioned by the operation and maintenance of the lines by the cooperative, its lessees 
and assigns. The Government, under its contract with the cooperative, will pay 
these damages arising during its operation of the lines as part of the operation 
and maintenance cost. 

The Administrator of the Southwestern Power Administration has also entered 
into similar contracts with four other cooperatives. These contracts are: Con- 
tract No. Ispa—298 with the Western Electric Cooperative of Oklahoma, dated 
December 15, 1949, covering a total proposed system of approximately 1,021 miles 
of transmission lines located in western Oklahoma; contract No. Ispa-468 with 
the KAMO Electric Cooperative of Oklahoma, dated August 17, 1950, covering a 
total proposed system of approximately 804 miles of transmission lines located in 
northeastern Oklahoma, southwestern Missouri, northwest Arkansas, and south- 
eastern Kansas; contract No. Ispa—295 with the N. W. Electric Power Cooperative 
of Missouri, dated November 23, 1949, covering a total proposed system of approx- 
imately 252 miles of transmission lines extending from Bull Shoals Dam in 
Arkansas to northwestern Missouri; and contract No. Ispa—300 with the Sho-Me 
Power Corp., Missouri, dated January 9, 1950, covering a total proposed system of 
approximately 337 miles of transmission lines located in south central Missouri. 
Most of the transmission systems covered by these four contracts are under con- 
struction, but none of the lines has been completed or accepted by the Govern- 
ment. There are some minor variations in the technical provisions of some of 
these contracts, but insofar as the problems giving rise to this request are con- 
cerned, these contracts are substantially the same as the contract with the 
Central Electric Power Cooperative. 

In the event that the Government should exercise its option to purchase any of 
the transmission systems covered by these contracts, a detailed examination of 
title by your Department will probably be necessary. This would, of course, re- 
quire abstracts of title or other sufficient title data on which to base such 
examinations. The cost of securing such title data will be rather expensive—in 
fact, amounting to more than the initial consideration for the easements in most 
cases. 

The status of the Government, with reference to the usable portion of the Cen- 
tral Electric Power Cooperative’s transmission-line system described above, is 
that of a lessee. There is no certainty that the Government will exercise its 
option to purchase any transmission-line system or usable portion thereof under 
any of the five enumerated contracts. Therefore, it is requested that, unless and 
until an option to purchase is exercised by the Government, you waive the statu- 
tory requirement of your written opinion as to the validity of title to the ease- 
ments traversed by any transmission-line system or usable portion thereof covered 
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by said contracts and accepted by the Government as a lessee, where the Chief 
Counsel of the Southwestern Power Administration has been furnished with 
certificates of title, signed by the principal attorney for the acquiring cooperative, 
showing in whose name the record title to each tract of land traversed by the 
transmission-line system or usable portion thereof was vested as of the date when 
the cooperative acquired title, together with the originals or duly authenticated 
copies of instruments showing that the cooperative has acquired a title free of 
any infirmities which might jeopardize the interests of the Government as a lessee. 

Enclosed is a suggested form of title certificate for your consideration and 
approval if this procedure is acceptable to you. 


Very truly yours, 1 
MASTIN G. WHITE, Solicitor. 


DECEMBER 29, 1952. 


Mastin G. WHITE, EsqQ., 
Solicitor, Department of the Interior, 
Washington, D.C. 

Dear Mr. WHITE: This refers to your letter of November 25, 1952, requesting 
a waiver pursuant to the provisions of title 40, United States Code, section 255, 
1946 edition, of any requirement which may exist for the opinion of the Attorney 
General as to the title or interest being acquired by the United States under 
leases for transmission systems constructed by certain rural cooperatives over 
the easements and rights-of-way mentioned in your letter. 

You have advised that the leases are being obtained in furtherance of the 
policies of section 5 of the Flood Control Act of 1944 (16 U. S. C. C., 1946 edition, 
sec. 825a), and under the authority delegated to the Administrator of the South- 
western Power Administration by Order No. 2135 (10 F. R. 14527) of the 
Secretary of the Interior. 

You have also advised that the leases provide for the acquisition of the 
interests at any time under options contained therein upon payment to the 
cooperatives of the amounts of certain loans as adjusted by rental credits or 
upon the payment of a nominal sum after the loans are entirely paid off and that 
the option to purchase is not to be exercised except pursuant to specific con- 
gressional authorization and appropriation. I note that the cost of obtaining 
the usual title data will be rather expensive and in certain cases will be in 
excess of the initial cost of the easement, and that you propose to obtain cer- 
tificates of title from the Chief Counsel of the Southwestern Power Administra- 
tion certifying to the validity of the titles to the easements. The form of 
certificate submitted with your letter is satisfactory. 

In view of the above, the information contained in your letter, and the state- 
ments made by your representatives at a recent conference held in this Depart- 
ment, you are advised that unless and until an option to purchase is exercised 
by the Government, any requirement for the opinion of the Attorney General 
for the interests to be obtained under the above-mentioned leases is hereby 
waived pursuant to the provisions of the above-mentioned statute. Of course, 
no opinion is expressed as to the authority for the execution of the leases, 
options or other above-mentioned agreements. 


Respectfully, 
JAMES M. McINERNEY, 


Assistant Attorney General 
(For the Attorney General). 


JANUARY 2, 1953. 
Mastin G. Wuirte, Esq., 
Solicitor, Department of the Interior, 
Washington, D.C. 

Dear Mr. Wuite: This refers to the letter from this Department dated 
December 29, 1952, in connection with the waiver of the requirement for the 
opinion of the Attorney General as to the title and interest being acquired by 
the United States under leases for transmission systems constructed by rural 
cooperative associations over lands in the State of Missouri and other adjacent 
States. 

In paragraph 3 of the above-mentioned letter, reference is made to certificates 
of title executed by the Chief Counsel of the Southwestern Power Administra- 
tion. It was intended in the letter to refer to certificates of title issued by the 
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principal attorney for the interested local cooperative. Such certificates, when 
issued in the form submitted with your letter of November 25, 1952, will be 
satisfactory for the purposes of the waiver. 
Respectfully, 
JAMES M. MCINERNEY, 
Assistant Attorney General 
(For the Attorney General). 

Mr. Austin. Mr. Aandahl, when the papers called the Marketing 
Criteria and the Power Policy came out, isn’t it true that the Gov- 
ernment power policy dated August 18, 1953, actually was issued from 
the White House itself? 

Mr. Aanpaut. No; the power-policy statement was issued over the 
signature of the Sec retar y of the Interior, and the President from the 
summer White House in Denver made a press release, I believe, giving 
his support to the power-policy statement. 

Mr. Austin. All right. I will stand corrected on the implications 
there. Here is a copy of that press release from the White House. | 
wonder if it could be placed in the record at this point, Mr. Chairman ? 

Mr. Horrman. May I ask, Mr. Chairman, what the purpose of it is, 
what it is supposed to prove ? 

Mr. Austin. It is further discussion of the power policy which 
was discussed at some length in Mr. Aandahl’s original statement. 

Mr. Horrman., Is it claimed that there is anything improper in the 
policy or that the policy as indicated by this release, if it does indicate 
a policy, is in violation of any statute or any regulation of the Depart- 
ment ? 

Mr. Austin. There are many things to which that claim is not 
attached, Mr. Hotfman. It is ‘merely a further clarification and a 
fuller statement of the power policy. 

Mr. Cuvuporr. Mr. Hoffman, I want to say this to you. Certainly 
the administration has the right to adopt any policy concerning power 
that it cares to, providing they do not violate the acts of Congress 
and the statutes of the T Mnited States. 

The only question in my mind is that since a statement was read 
into the record by Mr. Aandahl, when he first appeared here, sort 
of setting forth that power policy, that it might be considered ‘to be 
his own power policy and, in view of the fact that the President 
issued a statement endorsing it, I think that this says definitely that 
it is the administration’s power ’ policy, and I think we ought to have 
it in the record to show what the administration power policy i is. 

Mr. Horrman. I was making no objection to your rceeiving it. 
What I was asking was whether the chairman, speaking for himself 
or the majority members, or whether the gentieman who is on leave 
from the association of the rural co-ops, claims that the policy as 
adopted, as is indicated in this press release, is in violation of any 
Federal statute or any regulation of the rere and that is all. 

Mr. Cuuporr. I want to say this to you. I do not think that 
the policy is in violation of any Federal statute, but I might say that 
I think the administering of the policy has been in violation of many 
Federal statutes. 

Mr. Horrman. You mean that someone has maladministered ? 

Mr. Cuuporr. Somebody in their overenthusiasm to carry out this 

olicy is definitely violating the acts of Congress, and I think that 
1as been shown time and time again by testimony. 
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Mr. Horrman. To be specific, where, so I can follow through? I 
just don’t know enough about the situation. 

Mr. Cuuporr. I think probably the most obvious case is the viola- 
tion of the preference clause of the Flood Control Act of 1944. I 
believe in the overenthusiasm to carry out the partnership plan of 
-_ administration and the President, that the Secretary of the Interior 

nd his subordinates have definitely violated section 5 of the Flood 
( ontrol Act of 1944. 

Mr. Horrman. Will you read that to me? 

(The statement of Mr. Chudoff was read by the reporter.) 

Mr. Horrman. Well, I guess there is no use; it is a broad general 
charge, as I get it. 

Mr. Cuuporr. I don’t think I am going to debate with you. That 
is my opinion. If you have another opinion, you can state it, Mr. 
Hoffman. 

Mr. Horrman. Oh, no; I am just trying to get your idea on the 
record, that was all, as to what you were trying to prove. 

Mr. Cuuporr. It is on the record. 

Mr. Horrman. It is rather general. 

Mr. Cnuuporr. Do you want me to give you another example of 
it? I will give you another example of it if you want it on the 

ecord. 

Mr. Horraan. You have been making charges all through the 
hearing. 

Mr. Cuvuporr. Under the law, if an interpretation has to be made 
of a particular statute by the Attorney General, and that intepreta- 
tion has been made and instructions are given through that opinion 
to the Secretary of the Interior and his subordinates, No. 1, the See- 
retarv of the Interior and his subordinates have withheld that opinion 
and, No. 2, they have definitely violated it in the Georgia power 
problem. 

The press release above referred to is as follows :) 
THE WHITE HovseE OFFICE, 
LOWRY AIR Force BASE, 
Denver, August 18, 1953. 


STATEMENT BY THE PRESIDENT 


The Secretary of the Interior is today announcing a policy governing the 
planning, generation, distribution, and disposal of electric power for which the 
Department of the Interior is the responsible agent under the law. 

This policy is in accord with the principle that the States and local com- 
munities, private citizens and the Federal Government itself should cooperate 
in an effort actively to encourage the development of the natural resources of 
the country. 

I fully approve of this policy, and the various Cabinet officers and agency 
heads who are directly concerned have expressed, after careful review of the 
problem, their full agreement. It is my hope and my considered belief that, 
translated into action, this policy will serve the best interests of all the people 
of the United States. 


Mr. Aanpanu. Mr. Chairman, may I observe that your statement 
that the opinion of the Attorney General has been violated is contrar y 
to fact. There has been no violation of the opinion of the Attorney 
General. 

Mr. Cuuporr. Mr. Aandahl, I want to say thisto you. You are try- 
ing to get around that opinion by saying it only applies to that par- 
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ticular case, but I have carefully read that opinion, and it sets up not 
only what you are supposed to do, it sets up what Congress intended 
by enacting the Flood Control Act, and it also, in the letter of trans- 
mittal, you are requested to sit down with the Attorney General and 
work out a proper contract in accordance with the law for the prefer- 
ence customers, and you got that letter of transmittal on July 15, and 
it is October 13 and you haven’t gone near the Attorney General to 
try and work out any kind of an opinion. 

Mr. AaNnpanu. Mr. Chairman, let me read you the last paragraph 
of the opinion: 

For the reasons stated above, it is my opinion that section 5 of the Flood Con- 
trol Act of 1944 does not authorize the Secretary of the Interior, under the cir- 
cumstances here presented, to enter into the proposed contract with the Georgia 
Power Co. 

And you will bear in mind that is the tricontract. Now, then, let 
me go back to the second paragraph on the first page and read that 
to you: 

It appears that your question is whether the proposed contract is authorized 
in view of the provisions of section 5 of the Flood Control Act of 1944 for 
preference in the sale of power and energy to public bodies and cooperatives. 
My opinion is confined to this question. I have not considered either the wis- 
dom or the expediency of the contract as such, which are matters solely for your 
decision. 

Now, when we received that opinion, and in fact, before we had 
received the opinion, we had shelved the tricontract, and with the 
opinion we would not sign the contracts unless the conditions to 
which the Attorney General referred were eliminated. 

On the matter of considering the alternate proposal that the At- 
torney General had before him, we were not directed to execute that 
alternate proposal. We were merely told that with the two proposals 
before us and nothing else, we would have to take the proposal of 
the Georgia Electric Membership Corp. But the Attorney Genera! 
said that he has not considered either the wisdom or the expediency 
of the contracts, and we are now in the process of considering the 
wisdom and the expediency of the type of contract that we should use 
in the Clark Hill area. 

And we have before us, and subject to conference on the 21st o1 
this month, a draft of contract that will meet the requirements of the 
Attorney General’s opinion, and which in our judgment is wise and 
expedient, for the purposes that we have in the Georgia area. 

And we are following the spirit and the exact letter of the direc- 
tion of the Attorney General’s opinion. And your statement to the 
contrary is not supported by the facts of the case. 

Mr. Cuuporr. Now I read to you part of the Attorney General’s 
opinion, in which the Attorney General said if you have two offers 
to use public power, one from a private utility and the other from a 
public power co-op, you are dutybound to sell it to the public power 
co-op, even though they don’t have transmission lines to wheel that 
power to their customers, and you must give them a reasonable time 
to establish either transmission lines by leasing them to get somebody 
to wheel it for them, or to build their own. 

Mr. AanpAnt. That is correct, only as it relates to two proposals, 
but it does not exclude other proposals that follow the line of the 
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purpose expressed in the Attorney General’s opinion. And your 
opinion in that connection is squeezed to a very limited point of view. 

Mr. Cuuporr. I am not squeezing anything, I am making a broad 
interpretation of the Attorney General’s s opinion. You, you are tak- 
ing a narrow interpretation, so it will fit your situation. 

But what is the use of you and me debating this thing, Mr. Aandahl. 
I am not going to agree with you and you are not going to agree with 
me, 

Mr. Aanpauu. That is correct, but as long as you e Poa your opin- 
ion on the record, I feel it becomes ine ‘umbent upon me to do likewise. 

Mr. Cuuporr. I am allowing you to do that. I certainly am not 
stopping you from doing that. 

Mr. Horrman. And I wish to put on the record the statement that 
sitting here, I cannot remain silent and let it pass unnoticed that re- 
peated charges were made by the chairman, in which he questions the 
motives of the officers of the Assistant Secret: iry or the members of 
the Department. 

I don’t think it is any part of the duty of the chairman, whether 
he is chairman or isn’t, to express an opinion as to witnesses’ motives 
xr to make charges that he has violated the law. That is for the 
courts or for a reporter. 

Mr. Austin. Mr. Aandahl, I believe you stated a few moments ago 
that you had never seen copies of any of those G. and T. private power 
company integration contract proposals. 

Mr. AanpanL. That is correct. 

Mr. Austin. You were not unfamiliar with them though, were 
you? 

Mr. Aanpauu. I felt that I had a general idea of what the objec- 
tives were, and I attended at least one conference in Kansas City, 
at which a committee of the cooperatives and a committee of the 
utility companies in the area were present, and we spoke about gen- 
eral objectives, but we never saw a draft, either preliminary or 
otherwise, of the exact contract rel: ationships that were being worked 
out. Of course, I knew in general what the objective was. 

Mr. Austin. Mr. Wright, you may not have seen the contracts but 
you were fairly familiar with what was going on and what was in- 
volved in them, were you not ? 

Mr. Wricut. No, sir; I was not, and my usual sources of informa- 

tion failed to produc e their usual results. 

Mr. Austin. Well, suppose I just read a few pages here from the 
Central Section, Part 2: Southwest Power Administration Public 
Works Appropriations Hearings for 1956, hearing from the House of 
Representatives. This is found on page 54, and the subheading is 
“Provisions of Proposed Contract With Northwestern.’ 

Mr. Wrieut. That is a contract between the Government and the 
co-op and not between the Government and the power company, nor 
between the power company and the co-op. 

Mr. Austin. But they were all contracts that tied in together, were 
they not? 

Mr. Wricur. Well, allegedly they were going to tie together, but 
our statement to you was, or my statement to you was, that I never 

saw the one between the co-op and the company, and I couldn’t find 
out very much about it. I tried hard. 
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Mr. Austry. Let me read this and then we can resume the discus- 
sion of it for a second. In other words, we are asking about the pro- 
posed contracts between the G. and T., the generation and transmis- 
sion cooperative and the company or any that are involved in this 
overall set. This is Mr. Cannon speaking: 


Here is another thing they would take— 
referring to Northwestern. 


Here is another remarkable section of this proposed contract which the De- 


partment of the Interior is trying to negotiate between Northwestern and the 
Kansas City Power & Light. 


Now Northwestern is the G. and T., Kansas City Power & Light 
is the private utility in the area. 


Sec. 2. Operating agent. Northwest shall constitute and appoint a true and 
lawful corporate agent, which operating agent, for the purpose of this agree- 
ment, shall be authorized to (i) schedule and accept deliveries of hydroelectric 
power and energy for Northwestern hereunder, (ii) give notices of schedules 
and statements to the Government, and receive and accept such notices from the 
Government as herein provided; and to exercise for Northwestern the au- 
thority enumerated in this subsection (a) in all respects with the same force 
and effect as Northwestern could acting through its authorized officers. 


Continuing to quote from the contract: 


The operating agent appointed by Northwestern pursuant to subsection (a) 
above, shall be Kansas City Power & Light Co., which is the same operating 
agent appointed by the other cooperatives. 


Then Mr. Cannon resuming: 


They would turn control of their business over to Kansas City Light & Power. 
Do you approve of a section like that in any contract? 

Mr. Wricut. I consider Northwestern is free, white, and 21, and that is a 
provision they wanted. 

Mr. CANNON. They have not yet agreed to it. That is not a provision that 
Northwestern wanted. That is the provision Kansas City Light and the Depart- 
ment of the Interior wanted. That is the provision the private utilities wanted. 
They would like to take over the management of the business of the farmers’ 
cooperatives and the State. 


And then another subhead in the hearings: 
ADMINISTRATOR’S POSITION ON PROPOSED CONTRACT 


Would you make a contract if you were a manager of a cooperative like that 
with any agency? 

Mr. Wriant. If I were N. W. would I make that contract? 

Mr. CANNON. Yes. 

Mr. WricHut. No, sir. 

Mr. CANNoN. Of course not. Let us take this Northwestern Cooperative. It is 
close to Kansas City. They have a 40,000-kilowatt plant. If they buy hydro from 
you, they will not be buying it for themselves. They would be buying it for 
the Kansas City Power & Light. 

Mr. Wricut. Mr. Chairman, as I previously testified, that is true with respect 
to the N. W. contract at least for a number of years. 


EFFECT OF PROPOSED CONTRACT ON OTHER CUSTOMERS 


Mr. CANNON. That is one of the most ridiculous propositions that was ever 
proposed. If you sell 65,000 kilowatts or any amount of power to Kansas Power 
& Light through the Northwestern Cooperative won’t you be robbing other pref- 
erence customers in the Southwestern Power area of power they would be en- 
titled to have? 

Mr. WricHt. You would be taking that amount of power that would otherwise 
be available. 
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POSITION OF ADMINISTRATOR ON PROPOSED CONTRACT 


Mr. CANNON. I have here the Flood Control Act of 1944. It isn’t necessary 
for me to read section 5 to you because you are fairly familiar with it. Is any 
such policy as that consistent with section 5 of the Flood Control Act of 19447 

Mr. WriGcHT. I prefer that the Secretary answer that, Mr. Chairman. 

Mr. CANNON. We will have him later in the day. 

Mr. Wricut. I don’t think I can pass on the question of policy as a legal 
interpretation of that act. 

Mr. CANNON. I am not asking about policy. I am just asking if such a thing 
were done would it be consistent with this statute. 

I interpolate here the Flood Control Act of 1944. 

Mr. Wricur. In my judgment, it would not. 

That is a correct reading of the record? 

Mr. Wricur. That is correct, but you have completely misstated 
these contractual negotiations. 

The only reason the Kansas City Power & ae Co. had anything 
at all to do with this contract is because the N. W. G. & T. cooperative 
said they wanted them in the negotiations. They even went further 
than that over the protest of the Interior Department. They desig- 
nated the Kansas City Power & Light Co. to negotiate as their agent, 
and I protested that, as I testified yesterday. 

[ don’t like a situation, even though they were free, white, and 21, 
where a co-op sends a power company to meet and negotiate with me 
as their agent. 

Now, the contract you are referring to is a proposed draft of contract 
between the United States Government, represented by the South- 
western Power Administration, and the Northwest Co-op. 

The provisions written in that contract about operating agent were 
put in there at the request of the Northwest Co-op, although the re- 
quest was stated by their acting agent to Kansas City Power & Light 
Co. 

Now, the Interior Department may be guilty of some things, but 
let’s have the people blamed who should be blamed. The NW. Co- 
ope rative were the ones who brought the Kansas C ity Power & Light 
Co. into these negotiations. 

And my statement to you was that I did not know what the pro 
posed contractual relationship between the cooperative and the Kansas 
City Power & Light Co. were going to be to the extent I had never 
seen a draft. 

I finally found out that the peaking power that we were proposing 
to put in this to help the generating and transmission cooperative 
find an arrangement and which is valued at some 7 mills was being 
evaluated on the exch: ange basis between the Co-op and the company 
at something like 14 mills. At least that was the information I got. 

But the contract that Mr. Cannon was inquiring of me in those hear- 
ings was the hydro contract between the Government and the Co-op, 
and as far as the Government was concerned, at least on my part, | 
would have been better pleased if a representative of the power com- 
pany had never sat in the negotiations, because it created a feeling 
that this committee seems to hi ave, that the Interior Department was 
trying to force them to do so, which we were not. 

Mr. Horraan. Was there any basis for that feeling ? 

Mr. Wrigutr. None whatsoever. 
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Mr. Horrman. Well, of course you realize, don’t you, that the gen- 
tleman that is questioning you is the exec utive officer and might be 
termed a lobbyist for the Colorado Association of Co-ops. 

Mr. Wricur. I have never seen the gentleman questioning me before 
we started this hearing, and I know nothing about him. 

Mr. Horrman. I am telling you that is what he i is, and the record 
shows it. 

Mr. Wricur. He looks like a nice fellow to me, sir. 

Mr. Horrman. He is a mighty fine lobbyist for the Colorado Co-ops. 

Mr. Austin. Did you wish to make speech on that now ¢ 

Mr. Horrman. If you want me to I can; yes. I can read the record. 
I say it is an outrage when an executive officer of the Colorado Co- ops 
comes down here and acts as counsel in what is presumed to be, in- 
tended to be a fair investigation. You might just as well, on the 
other hand—and if you wanted to be fair on the other side, you 
would—bring in a lawyer for the private power companies. Then we 
would be equally balanced. 

Mr. Cuuporr. Mr. Hoffman, that is on the record about 15 times. 

Mr. Horrman. if you aren’t any more accurate than vou were when 
you said I asked a question 9 times, and the record shows that you were 
absolutely mistaken, why let it go. 

Mr. Crreporr. Let’s stipulate. 

Mr. Horrman. If you would stay somewhere near to the facts, we 
would get along ail right. 

Mr. Cuuporr. Let’s stipulate that Mr. Austin is cocounsel of this 
committee, that he is on leave from the Colorado Association of Elec- 
tric Co-ops, and when he finishes his job as cocounsel to this com- 
mittee, he will probably go back to his former job. I will stipulate 
that. 

Mr. Horrman. You don’t need to stipulate it. The record shows it. 

Mr. Fascertit. Mr. Chairman. 

Mr. Horrman. What you have got here is associate counsel who is 
a hired lobbyist, a paid lobbyist. 

Mr. Fasceuu. I like to respect the opinion of my colleague from 
Michigan, but I think he would hardly daresay that anybody can 
change the facts and present it to the committee. As far as I am 
concerned, I am perfectly willing to let him state them for himself, 
and I doubt that counsel can do anything about it. 

Mr. Cuvporr. Now, will you continue, \ Mr. Austin? 

Mr. Horrman. As Mr. Jonas suggests, it is the counsel who deter- 
mines who to have as witnesses. 

Mr. Fascetu. Mr. Hoffman, I will tell you one thing; at least you 
know who this man is. I have been trying to find out who attended 
a conference at the White House, and I can ‘t find out. 

Mr. Jonas. You don’t need to know. 

Mr. Fascetu. I would like to know. 

Mr. Jonas. Maybe you would. 

Mr. Cuuporr. I want to say for the record at this point, there is 
being prepared at the present time a telegram to, I don’t know what 
his exact title i is, but the major-domo to ‘the President in the White 
House, requesting that he supply this committee with the names of 
the people that attended the White House conference, their official 

‘apacity, and how many conferences were held. I think the American 
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people and this committee are entitled to know that. Certainly the 
duly elected representatives of the people have a right to know what 
their representatives are doing in administering their Government 
for them. 

Mr. Horrman. Mr. Chairman, I agree with you on that, and if you 
vant to put in the letter from Mr. Truman saying it was none of the 

uusiness of a congressional committee, I will supply that for you. 

Mr. Cuuporr. Do you have any questions, Mr. Dawson ‘ 

Mr. Dawson. I have no questions. 

Mr. Cuuvorr. Mr. Fascell ¢ 

Mr. Fasceiu. No questions. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Yes: I have a question or two. 

Did you say yesterday, Mr. Wright, that Sho-Me has been declared 
ow to bea utility ? 

Mr. Wricut. Private power corporation under the utility commis- 
sion of the State of Missouri, under their jurisdiction. 

Mr. Jonas. But how then was it possible for that organization to 
vet a contract to obtain 50,000 kilowatts of power from Southwest 
Power Administration ¢ 

Mr. Wrieut. Before the action of the Supreme Court, when they 
were still a cooperative, they had made a contract with the Govern- 
ment for 50,000 kilowatts, and in the negotiation leading to the lease- 
operating contract for their system and the purchase and sale and 
exchange of power with the Central Cooperative, they assigned that 
0,000-kilowatt contract to the Central Cooperative and became a 
member of Central. 

It was a situation where, when they purchased the power, they were 
a preference customer. ‘That was their standing. 

The action of the Supreme Court came after rather extensive litiga- 
tion. brought about primarily by the attempts of certain towns in 
their area to purchase portions of the Sho-Me system and requests 
for rate jurisdiction. 

Mr. Jonas. Is the Government still obligated on that 50,000-kilo- 
watt contract which was assigned by Sho-Me to Central ? 

Mr. Wricutr. There is no question that we are obligated to the 
Central Cooperative, and there is no question that the Central Cooper- 
itive would have the right to assign that or relinquish it back to 
Sho-Me, in my judgment. 

Mr. Jonas. You mean you think Central does have the right to 
‘eassign it? 

Mr. Wricur. The contract assigning it to Central provided that 
if Central relinquished it, it would go back to Sho-Me. 

[t was written in there at the time that this actually was a con- 
tribution of Sho-Me’s to the power-supply picture, which they re- 
tained as a protection of total power supply. 

Mr. Jonas. We have a situation then in which a cooperative, a 
preference customer at one time, and as such acquires the right to 
50,000 kilowatts of this power, later becomes a private utility, and 
still is entitled to the 50,000 kilowatts of power. Would there be 
anything to prevent any cooperative from doing that? 

Mr. W RIGHT. No, sir, and this preference clause has some features 
that, since we are discussing them, I would just as well throw on 
the table. 
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I see no reason why you and I couldn’t put up five bucks and file, 
in the State of Oklahoma, if you are a lawyer—I couldn’t prepare 
the papers—file in the State of Oklahoma as a co-op, and then we are 
a preference customer. 

Mr. Jonas. Regardless of what we do with the power that we get 
as a preference c ustomer / 

Mr. Wricur. Oh, there are all kinds of provisions we could write in 
about how we would do with the power and get it to the ultimate 
consumer. 

Mr. Jonas. I mean though, there is no restriction in the Flood 
Control Act upon what the ‘preference customer does with the power 
it acquires ? 

Mr. Wricur. Only that it shall be delivered to the ultimate con- 
sumer at the lowest possible rate, consistent with sound business 
principles. Now, if we as a co-op, bought that power and actually 
saw that it was delivered to the ultimate consumer at the lowest 
rates consistent with sound business principles, and convinced the 
Department of the Interior that is what we were going to do, [ say 
that we would be a preference customer under the law regardless of 
what we did with it. 

Mr. Jonas. Yes. Once we get the contract signed, then we can do 
what we want to with it. 

Mr. Wricur. Within the limits of the contract requirements. 

Mr. Jonas. Unless we violate some provision of the contracts which 
would enable the Government to cancel it. 

Mr. Wricur. Well, I doubt that the Secretary could deliver power 
in contradiction of the Flood Control Act, because if he had made a 
contract that exceeded his authority, it would be no legal contract. 

Mr. Jonas. Yes, but how about the Sho-Me contract? And that 
is a private utility which in perpetuity or for the length of the con- 
tract. will have the disposition now of 50,000 kilowatts of power. 

Mr. Wricut. But the Sho-Me Power Corp. is made up of a num- 
ber of distribution cooperatives, and they own a system that serves 
those cooperatives and towns, and they serve them on a nonprotit 
basis, so the Department could well make a finding that the ultimate 
consumer is getting the power from the Sho-Me Power Corp., at the 
lowest possible rates consistent with sound business principles. 

Mr. Jonas. I yield to Mr. Hoffman. 

Mr. Horrman. Do I understand you correctly, and is it your one 
that you said you and Mr. Jonas could form a co-op and become a pref 
erence customer ? 

Mr. Wricnr. Yes, certainly. 

Mr. Horrman. Well, then why can’t the officers of some of these 
power companies, if they had a smart lawyer, why can’t they do that 
and get this power ? 

Mr. Wricutr. Lam surprised that they haven’t tried it. 

Mr. Horrman. You and [ should charge them maybe for the sug- 
gestion, and passing it along. 

Mr. Wricur. Oh, I have talked to them about it. We never got 
around to mentioning the fee. 

Mr. Jonas. I am not quite clear about this Northwestern situation. 
Mr. Aandahl. Isn’t it true, either Mr. Aandahl or Mr. Wright, that 
Northwestern overbuilt itself by about 25 percent, and as to its system. 
it is not economically possible to operate it ? 
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Mr. Wricut. The N. W. distribution system ? 

Mr. Jonas. Yes, sir. 

Mr. Wricut. We had never proposed to lease that. I am not famil- 
iar with how the system was built or what their purposes were in 
service in their initial plans, because we were not a part of that 
planning. oh 

The 25 percent figure may have gotten in your mind this way: The 
original estimates of the generating and transmission cooperatives on 
which the original loans were made in that area have been exceeded 
by about 25 percent on the average in total cost upon their completion. 

“Mr. Jonas. I think one of the witnesses, the manager of North- 
western, testified in Springfield that they were overbuilt about 25 per- 
cent, but that they did that deliberately to provide for load growth 
over the next long period of time, but the facilities they have con- 
structed are in excess of their requirements. 

Mr. Wricut. They are in excesss of their requirements I would 
say at the present time. Mr. Congressman, it is very hard to say 
that a transmission line is in excess of somebody’s requirements. 

The transmission is designed by voltage and by size on distance and 
on load and on climatic conditions that you may encounter in a par- 
ticular area, so that in order to get power from point A to point B, 
you might have to build a line with excess capacity in it over and 
above any that you would ever have. And I know of no transmission 
line in the Southwest that at certain times of the day does not have 
excess capacity. 

Mr. Jonas. Now, is Northwestern one of the G. and T.’s involved 
in the lease-purchase contract ? 

Mr. Wricut. They are involved in the purchase and sale of elec- 
tricity and involved in the lease to the extent that the Government 
leased the heavy transmission line interconnecting their powerplant 
with the Bull Shoals Dam. We did not lease their 69 kilovolt system 
north of Missouri City. 

Mr. Jonas. Therefore the reactivated contract with Northwestern 
applies only to the high-voltage line? 

Mr. Wrient. That is correct, sir. 

Mr. Jonas. I had understood, and correct me if I am wrong, that 
one of the reasons that Northwestern was tentatively on the list to 
receive some of the 130,000 kilowatts was because it was felt that it 
would be necessary for them to have some of that power in order for 
the Government to be able to pay the charges. 

Mr. Wricurt. It would be necessary for them to have some of the 
power for them to be able to pay the charges. 

Mr. Jonas. Was that one of the bases on which they were in line 
to receive some of the power, that they had a system that was over- 
extended and they needed the power in order to have a chance of 
paying out their obligations to the Government ? 

Mr. Wricut. That is correct. In other words, when the Congress 
said to the Interior Department, “Go thou forth and negotiate alter- 
nate contracts,” we went to negotiate alternate contracts in the North- 
western area, and we found that if there was any opportunity to have 
an alternate contract there, they would have to have some of this 
hydro power to make their system work. 

Mr. Jonas. Mr. Aandahl, we had some testimony yesterday or the 
day before dealing with a letter Secretary Chapman wrote to Mr. Me- 
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Manus of the Georgia Power Co., and it is in mimeographed form 
here on the table. You have one of them. And I asked about a 
reply from Mr. McManus, and that is going to be ~ in the record. 

Mr. Cuvuporr. I think it is already in the record, but if it is not, we 
will put it in. 

Mr. Jonas. But I have here, furnished me by Mr. Perlman, the 
staff director, transcript of proceedings in the Department of the In- 
terior of a conference held September 1, 1953, between representatives 
of the Georgia Power Co., representatives of the Georgia Electric 
Membership Corp., and officials of the Department of the Interior. 
You were present at that conference ? 

Mr. Aanpant. That is correct. 

Mr. Jonas. And participated in it. Governor Arnall of Georgia 
and Mr. Treadway, the engineer for the Georgia Electric Member- 
ship Corp., and Mr. Polhill and Mr. Pollack and others represented 
the co-ops, and Mr. Collier was there representing the Georgia 
Power Co. 

Mr. Aanpaut. I do not necessarily identify all of those folks with 
the meetings, but I would say that is correct. It is a part of the record. 

Mr. Jonas. I notice in reading this transcript that the Georgia 
Electric Membership Corp. was proposing an alternate proposal to 
the tricontract, and that alternate proposal came in for discussion 
at that conference; is that correct ? 

Mr. Aanpant. Yes. 

Mr. Jonas. You asked former Governor Arnall, who was repre- 
senting the Georgia Electric Membership Corp., this question: 

One of the options under your alternate proposal is to sell the power to the 
Georgia Power Co. How would benefits be reflected to the preference customer ? 
Mr. Cuuporr. Mr. Jonas, would you identify the page ? 

Mr. Jonas. Page 44. 


Mr. ARNALL. We would do that under the same type contract which they pro- 
pose to institute with you to preserve the benefits to the preference customer. 

Now, I don’t quite understand that unless it means that the alternate 
proposal made by the Georgia Electric Membership Corp. contem- 
plated that after you sell the power to it, it will then in turn sell the 
power to the Georgia Power Co. and later have it firmed up and receive 
it back as firmed-up energy. 

Mr. Aanpau. As I recall, one of the possibilities of the alternate 
proposal was to just buy the power from us at the bus bar and get 
title to it, and immediately turn around and sell it to the Georgia 
Power Co. under the same terms and provisions as we had in the tri- 
contract proposal. 

Mr. Jonas. How can that differ substantially from what was pro- 
posed in the tricontract ? 

Mr. Aanpnauw. I can’t see that it makes any difference except that 
it establishes the Georgia Electric Membership Corp. as a super- 
cooperative down there as an intermediary, and puts them up in 
business, but other than that, I can’t see that it makes any difference 
at all in the results of the contract. 

Mr. Dawson. But that would give the cooperative the title to the 
power, would it not ? 

Mr. Aanpant. It would give them the title to the power right at 
the bus bar. 
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Mr. Dawson. That is vastly different from the other proposition 
as regards title to the power. 

Mr. Aanpant. They would immediately relinquish it. 

Mr. Dawson. Not the title to the power. 

Mr. Aanpanu. Oh, yes. 

Mr. Dawson. They would negotiate with them / 

Mr. AanpanL. No. 

Mr. Jonas. Oh, no. The alternate proposal is that they sell it to 
the Georgia Power Co. 

Mr. Dawson. Certainly they would sell it, but the title to the power 
is in them and they are selling it and taking it back. 

But at any time in the future, in case of change of contract, the title 
for the power that they got from the Government is the main thing. 
It is the vital thing, and the thing that the Georgia Power Co., under 
the contract you are trying to get for them, is seeking is to get title 
to that power. 

Mr. Jonas. It looks like under the alternate proposal the Georgia 
Power Co. gets title, the only difference being it gets title from the 
membership corporation instead of from the Government; isn’t that 
correct ¢ 

Mr. AanpAuL. That is, the Georgia Power Co. would get title— 

Mr. Jonas. In either event. 

Mr. AAnpAnL. Yes, from the Georgia Electric Membership Corp. 
and would have the title for just as long a period and under exactly 
the same circumstances as if the Government had completed the 
contract. 

Mr. Dawson. If that is true, why didn’t they accept it then? 

Mr. AANpDAHL. Because the Georgia Electric Membership Corp. 
just a moment. When you say, “Why didn’t they accept it,” who do 
you mean by “they ?” 

Mr. Dawson. I am talking about the Georgia Power Co. that is 
trying to get that power from you, if they could have gotten it on an 
immediate transfer from the co-op and would have the same type of 
title, why can’t they accept it ? 

Mr. AANDAHL. The reason they didn’t accept it, as I understand it, 
is because they didn’t want to set up the Georgia Electric Membership 
Corp. as a generation-transmission cooperative that had no facilities 
and no resources itself, as an entity. 

If they had dealt that way—and I am not either supporting or dis 
approving of the merits of the case, I am trying to express the reason 
that the Georgia Power Co. gave for not wanting that kind of an 
arrangement. 

Mr. Dawson. In other words, under your arrangement they got a 
good chance to put the co-op out of business, and the other way they 
wouldn’t ? 

Mr. Aanpany. No; just a moment, Mr. Chairman. 

Under the tricontract proposal as we set it up, the Georgia Electric 
Membership Corp., which at the moment is nothing more than a paper 
organization, would not be established in business, but all the dis- 
tributing cooperatives would continue exactly as they are now, and 
they are the established entities. , 

_ They are the power units in the area, and their position would be 
fully protected under the tricontract arrangement. But the super- 
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cooperative, which at the moment is only a paper corporation, would 
be out of the picture. 

Mr. Jonas. In other words, Mr. Secretary, the tricontract pro- 
posed to—— 

Mr. Dawson. The tricontracts are illegal. 

Mr. Horrman. Wait a minute, now, I object. I don’t care if it is 
the chairman of the committee or the President, I object to interrupt- 
ing a question that way. 

Mr. Dawson. Pardon me. 

Mr. Horrman. I wouldn’t object if it was your own idea, but you 
are getting bad advice from the former member of the Interior De- 
partment. 

Mr. Dawson. That is not true; I don’t have to get bum advice from 
the Department of the Interior. 

Knowledge is a thing that a man may study and may acquire for 
himself. If the knowledge given me by a former member of the In- 
terior Department is good knowledge, I make it a part of my thinking. 
It then belongs to me as much as any knowledge I get from anywhere 
else, and if it is good knowledge, I will use it. That is all any human 
being can do. 

Mr. Horrman. I go along with you. You are not getting any 
knowledge from him, but you are getting bad suggestions. 

Mr. Dawson. That is what you think. 

Mr. Horrman. He is talking to you, I can see that and hear, not 
that I care. You can’t make stick that proposition that he gives you. 

Mr. Dawson. You can’t make stick this other proposition either, 

Mr. Horrman. We will see. 

Mr. Dawson. We will see. 

Mr. Cuuporr. I think Mr. Jonas has the floor. 

Mr. Jonas. There was some argument or inferences drawn or sug- 
gestions made that under the tricontract the preference customers 
would get less than the full amount of power available at Clark Hill. 

I see an answer to Secretary Chapman’s letter by the Georgia Power 
Co., and this is on pages 7 to 9 of this transcript, that that is denied. 
The statement is made that under that proposal every single bit of the 
power derived from Clark Hill plus additional power generated as 
firming up power by the Georgia Power Co. would be made available 
to the preference customers. 

Do you know whether that is true or not? 

Mr. AAnDAHL. Well, under the tricontract arrangement, all of the 
kilowatt-hours or replacements of them from the Clark Hill project 
would go to the preference customers. 

They would not get all of the capacity. A portion of the capacity 
would go to the company as part of the payment for the services that 
it was performing. 

Mr. Jonas. With respect to this tricontract, and I recognize it is 
out of the picture now and perhaps I am wasting your time and 
the committee’s time talking further about it, but I don’t think the 
inference ought to be left here that this was a contract you dreamed 
up since the change of administration, and that it had never been 
considered by any other agencies of the Government. 

I understand that substantially that same contract, when it was 
originally proposed under the former administration when Mr. Chap- 
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ould man was Secretary, and which he declined to execute for the reasons 
stated in his letter to Mr. McManus, the terms of that contract were 
disclosed to several committees of Congress, and it was debated on 
the floor of the Senate, and several Senators expressed approval of 
t and the opinion that it complied fully with the terms of the Flood 
Control Act of 1944. Are you familiar with that? 


pro- 


it is 





upt- ; Mr. AaAnpauu. Yes; I have read those hearings. I don’t remember 
> the exact language that was used or just exactly what was said, but 
5 the general opinion that you have er is correct, as I recall. 
you 4 e... Jonas. I haven’t checked it, but I find in the Senate hearings 
De- i 1956 a statement made by Mr. Branch of the Georgia Power Co. 
| ; = 703 in which he quotes Senator George, of “Georgia, and 
rom F Senator Hayden, of Arizona, and Senator Ellender and Senator Cor- 
© on, all as expressing the view that this would be a very good answer 
- for S tothe problem of getting power to the preference customers, and all 
An- i of them expressing the opinion that the contract as proposed is not 
Ng. ) in violation of the Flood Control Act. 
here f Mr. AAnpant. Yes. We must bear in mind that the purpose of 
man | the tricontract was to get the usable portion of the Clark Hill power 
» into the distribution systems of the cooperatives and get it into those 
any ) systems at the project price. 
» — {tt is definitely drafted and it has definitely been worked with as 
i means of getting Clark Hill power to the preference customers. | 
not | admit that there has been great difference of opinion on the merits and 
you. on the question of title and of other rights that are involved, but I 
her, think in fairness we must all agree that the purpose has been to get 
Clark Hill power to the preference customers in the area. 
Mr. Crruporr, Will you yield at that point? 
Mr. Jonas. I yield. Is it on this particular point ? 
sug- Mr. Cuuporr. Yes; on this point. One thing you know for sure, 
ners that on July 15, 1955, the Attorney General of the United States, 
Lill. Mr. Brownell, ruled that the triparty contract was illegal. 
wer Mr. Aanpanu. No; just a moment. He did not rule that it was 
ied. | illegal. He said that as long as it didn’t have the support of the 
the | cooperatives, as long as they had a different idea and had made a 
l as different kind of offer, we couldn’t take the tricontract. We had 
ible | to give precedence to the offer that they made. But he didn’t say 
that the tri 
: Mr. Cuuporr. He said it wasn’t in accordance with — 5 of 
the | the Flood Control Act of 1944, and that was the reason for it; isn’t 
ject that right? So any opinion of any Senator to the contrary notwith 
standing in debates in 1953 would be overruled by the Attorney 
city (reneral, 
hat Mr. Aanpaun. That’s correct, and of course, we are following the 
opinion of the Attorney General. 
t is Mr. Jonas. I am going into this, Mr. Secretary, because some 
and question has been raised here : as to your good faith in even considering 
the this tricontract, and I think the record ought to show that the tri- 
ned } contract was dise ‘ussed 1 in committees of the Senate and the House and 
een on the floor of the Senate, and received complimentary approval by 
|) several Senators who are not known as being particularly on the 
was | | Side—well, they are not administration Senators, put it that way. 
ap- 7 
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Now I want to read for you and ask you if you recall this state- 
ment by Senator Ellender, which appears on page 704 of these hear- 
ings quoted in the statement by Mr. Branch from the Senate 
Committee on Appropriations, Public Works Appropriations for 1956, 
and I quote: 

I believe if other companies were to offer such a splendid proposal as you 
are suggesting, that there would be virtually no use in building any of the 
power lines in that area. ; 

And then Senator Hayden is quoted as saying, and I quote from 
page 704: 

If other power companies in that area assumed the same attitude you have 
and were willing to see that the power generated at Government dams was made 
available to preference customers of the Government, there would be no necessity 
for operating or maintaining any transmission lines. 

Were you familiar with these debates and these statements made in 
the Senate and before Senate committees at the time you had under 
consideration this tricontract / 

Mr. Aanpanwu. Yes: I have read those statements. And I might say 
that all during the period that I have been in the Department of In- 
terior, I have never had one word of objection from any member of 
the Georgia congressional delegation about the tricontract. 

Mr. Dawson. Will the gentleman yield for a question / 

Mr. Jonas. I yield. 

Mr. Davwson. These remarks made upon the floor of the Senate 
were before the Attorney General at the time he rendered his opinion, 
and he so stated to you in his opinion; did he not ? 

Mr. Aanpann. Yes. And we are not taking any issue with the 
opinion of the Attorney General. 

Mr. Dawson. Iam reading from page 18 at the bottom: 

In this regard IT may say that I have examined the statement of the individual 
Senators referred to in your Department's letter of March 11— 
and so forth— 


before a subcommittee of the Senate Appropriations Committee, 82d Congress, 
Ist session, page 10 


and so forth. 


These statements made long after the enactment of section 5 are, of course, of 
little value in ascertaining its meaning. Moreover, they do not persuade me. 

That was what the Attorney General in his opinion told you about 
these statements. They are of little value, “and, moreover, they do 
not persuade me.” That ought to end that argument. 

Mr. Aawpann. As 1 understand the purpose of the question, and 
as [ have in mind as my purpose in answering, we are not trying to 
take any exception to the opinion of the Attorney General. 

But the fact that there were a goodly number of people who thought 
that these contracts have merit gives strength to the opinion that we 
in the Department of the Interior could pursue the possibility of that 
kind of contract in good faith. 

Mr. Dawson. Is that why you didn’t follow the Attorney General's 
opinion and kept it secret ? 

Mr. AAnpann. We followed the Attorney General's opinion. 

Mr. Dawson. There is a wide difference of opinion on that. 
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Mr. Jonas. Now, Mr. Secretary, I notice on page 54 of this same 
transcript of that hearing of the Department of the Interior, some 
reference is made to the Allatoona contract. Are you familar with 
the Allatoona contract ¢ 

Mr. Aanpaun. I should be familiar with it, but I don’t have the 
details in mind. 

Mr. Jonas. Let me see if I can refresh your memory. ‘The state- 
ment is made on page 54 by Mr. Collier, and I quote: 

We have a contract with the Government for the sale of power. 

He is the representative of the Georgia Power Co. 


It is substantially and in general principles the purchase of power at the bus 
bar. It was passed on by all the legal talent in the Department and is now in 
active operation. The validity of the Allatoona contract in and of itself is indica- 
tive of the validity of this contract because this contract goes far beyond the 
Allatoona contract to meet the requirements, so we do have a documented approval 
of the principle. 

Mr. AANDAHL. As I recall, and I speak hesitantly because we have 
given very little attention to the Allatoona contract since I have been 
in office, it was a completed contract before I came in 

Mr. Jonas. That’s right. 

Mr. AANDAHL. But as I recall the Allatoona contract does not pro- 
vide for any specific recognition of preference customers. I believe 
that there are not very many, if any, preference customers in the 
immediate area of the Allatoona project, and while it does give some 
support to the idea, I do not feel that it is a case that TL would want 
to quote in direct support of the tricontract because the circumstances 
are quite different. 

Mr. Jonas. Evidently Mr. Collier was of the opinion that it lent 
considerable support to the principle that private utilities could take 
title to Government power. 

Mr. AanpaHL. Yes. They can take title to Government power if 
there isn’t a preference customer that wants it. There was a different 
circumstance there, and I do not agree with the full import of the 
meaning that Mr. Collier intended to express in that statement. 

Mr. Jonas. Directing your attention to the lease-purchase contracts 
of the Southwest that are now back in operation, is it true that under 
those contracts the Government is obligated to take the entire ouput 
of the G. and T. steam generation at 85-percent load factor / 

Mr. Aanpant. I will ask Mr. Wright to answer that question. 

Mr. Wricut. The entire output up to an 85-percent plant factor; 
ves, sir. 

Mr. Jonas. Is it true or not that if you take the entire output. at 
such an 85-percent plant factor, in the immediate future you don’t 
have any use for that much power? Can you dispose of it without 
selling some at dump rates / 

Mr. Wrieur. Right at the present moment I have 91.600 kilowatts 
and 201 million kilowatt-hours that we would have to find a market for 
during the interim from now until Table Rock Dam came in, at which 
time the rest of the steam power would be fully integrated with hydro. 

Answering your question, when Table Rock comes in, it is all coni- 
pletely usable. Between now and that time some of the energy will 
have to be disposed of on interim contracts. 

Mr. Jonas. Which would mean at dump rates. 

Mr. Wrrenr. Not necessarily. 
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Mr. Jonas. Well, less than firm rates. 

Mr. Wricut. Well, I have sold a little of it at firm rates. 

Mr. Jonas. Until Table Rock comes in you will have excess power. 

Mr. Wrieut. We have got a real auiitio problem, and we may 
have to take less than firm rates. We are going to try not to. Ihave 
a contract, for example, or did have one on ‘the Norfork Dam that gave 
me the right to vary the firm power from 9 million to 1314 million on 
monthly notices in advance, because they could use so-called secondary 
power on a firm basis with a 1-month notice. 

Mr. Dawson. May [ask Mr. Wright a question ? 

Mr. Jonas. Yes, I yield. 

Mr. Dawson. The litigation that led up to declaring the Sho-Me 
organization a private enterprise, did it end with the decision or was 
it ‘appealed or has the litigation ended entirely ? 

Mr. Wricur. It has ended entirely and they have been under the 
jurisdiction of the Utility Commission of the State of Missouri and 
operate as a private power corporation for a number of years. 

Mr. Dawson. Thank you. 

Mr. Cuuporr. Mr. Aandahl, for the record, Congressman Dawson 
read from the Attorney Gener al’s s opinion on page 18, and I quote: 

In this regard I may say that I have examined the statements of the individual 
Senators referred to in your department’s letter of March 11 at hearings on 
Hi. R. 3970, Interior Department appropriations for 1952, before a subcommittee 
of the Senate Appropriations Committee, 82d Congress— 
and so forth. 

In view of the fact that that letter is referred to and it was dis- 
cussed between you and Mr. Dawson, I was wondering whether or 
not we could not have a copy of it for the record. 

Mr. AanpbAuL. Yes, we will be very glad to supply that. 

Mr. Jonas. Will you yield? 

Mr. Cuuporr. Yes. 

Mr. Jonas. Mr. Aandahl, isn’t that the memorandum we tried to 
put in the record yesterday ? 

Mr. Aanpauu. No. 

Mr. Jonas. That memorandum dealt with your reasons for think- 
ing the tricontract 
Mr. AANDAnL. Yes, but it is an entirely different memorandum. 
Mr. Cuvuporr. Do you know a man by the name of Purcell Smith ? 

Mr. Aanpanu. Can you identify him further than his name? 

Mr. Cuvporr. I will identify him as he is identified in an article 
published in the Nashville Tennessean, “Purcell L. Smith, head of the 
Nation’s private power lobby.” 

Mr. AAnpaun. Just at the moment I don’t have him in mind at 
all. 

Mr. Cuuporr. I will go a step further: “Smith is president of the 
National Association of Electric Companies.” 

Mr, Aanpanw. I don’t have him in mind, but when I say that, 
don’t mean to say that I haven’t run into him at some time. 

Mr. Cuuporr. I was just wondering, because this article is very in- 
teresting. It is headlined: “Top Lobbyist Claims He Got ‘Money’s 
Worth,’ ” and then sets forth a number of things that he got for his 
money, and among others he said: 
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Power Administration, the Bonneville Power Administration, and the South- 
western Power Administration. Outside of the TVA area, the Federal Govern- 
ment now owns not a single transmission line in the southeastern section of the 
United States. 

Mr. Aanpant. To the best of my knowledge, I have had no contact 
with him at all. 

Mr. Cuuporr. I was just wondering who this fellow was who could 
do all these things. Do you have any questions, Mr. Fascell? 

Mr. Fascetu. Yes; I would like to ask a couple of questions. Get- 
ting back to the discussion on alternative proposals on these power 
deals, Mr. Aandahl, the co-ops offered a proposition on reselling and 
the question of title arose. As I understood it, the only objection the 
Georgia Power Co. had in accepting the co-op alternative proposal as 
against the proposal that they would buy the power direct was that 
they did not want to give life or breathe life into so-called super co-ops, 
G. and T. organizations; is that correct ? 

Mr. AanpAHL. That was the opinion I expressed as one of the rea- 
sons that they may have had. What other reasons they may have had, 
J don’t know. 

Mr. Fascetx. Is there any difference in your own mind between a 
so-called super co-op and a super corporation ? 

Mr. AaAnDAHL. We have contracts with many G. and T.’s through- 
out the country, and particularly if the G. and T. has a generating 
facility or it has some transmission line, it is in the business on a 
bona fide basis, and we deal with them frequently. We have no objec- 
tion to dealing with them. 

Mr. Fasceiy. There is no prejudice ? 

Mr. AAnpAut. Oh, none whatsoever. 

Mr. Fascetu. That is the point I was getting to. Let’s assume that 
the G. and T., however, is nothing more than an analogy to a holding 
corporation ; do you still feel the same way about it ? 

Mr. Aannaut. If a G. and T. is able to come forth with prospective 
contractual relationships that will accomplish the purpose that they 
set out to do, and that is in line with a proper marketing of Federal 
power to the preference customers, I think we would deal with them. 

Mr. Fasceti. How does that viewpoint tie into the Attorney Gen- 
eral’s opinion in which he says you don’t have to look for those con- 
ditions at all? When they offer to buy you should sell. 

Mr. Aanpaui. But we do need to look into those conditions to 
determine when we might expect payment, when the power might be 
delivered to the preference customers, and we want to have some assur- 
ance that there is reasonable possibility of the proposal being com- 
pleted in reasonable time. 

_ Mr. Fasceiz. Well, all of that is very good except the Attorney 
General says you can eliminate all the conditions except reasonable 
time. 

Mr. Aanpant. But the Attorney General doesn’t limit us to that 
one alternative to the tricontract. 

Mr. Fascetn. We have established that, and that is the reason we 
are talking about a wheeling contract. 

Mr. Aanpau. Yes; and we feel that we can meet the qualifications 
of wisdom and expediency in our contractual relationship to better 
advantage under the wheeling contract that we have pretty well along, 
than we could under the other arrangement. 
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Mr. Fasceti. The thing I wanted to establish was this, Mr. Aan- 
dahl: While there may be objection on the part of the power company 
to breathe life into the G. and T. organization, which may be analogous 
to a holding corporation, there is no prejudice on your part or on the 
part of the Department ? 

Mr. Aanpaut. None whatsoever. If it seemed that that arrange- 
ment would work out reasonably soon, why, we would be willing to 
go along with it. 

Mr. Dawson. Do you ever put a time limit on it? 

Mr. Aanpaut. They have not been given a test period. 

Mr. Dawson. Have you any objection to giving them a test period? 

Mr. Aanpani. We want to get the other contract worked out. 

Mr. Cuuporr. Evidently if there are no further questions-——— 

Mr. Horrman. I have some questions. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. Well, the chairman read from this Nashville Tennes- 
sean April 18, 1954, about certain reductions. I will read you a little 
more. And thearticle is by Lois Laycook, Washington correspondent. 
It isn’t a quote from thisman Smith at all. Itsays: 


The House passed our bill by a vote of 262 to 120, and there were 80 Demo- 
crats among the 262 


So apparently it wasn’t a political measure. T hand it back to the 
chairman and thank him for the opportunity. 

Mr. Crouporr. Thank you Mr. Aandahl and Mr. Wright. 

Mr. Wright, I want to commend you for your forthr ight answers to 
the committee. I want to say that when I started out in January as 
chairman of this subcommittee looking into power, I knew nothing at 
all about public power, the Flood Control Act of 1944, section 5 and 


so forth. And because of the fact that the study was made and be- 
cause of some of the very fine facts that have been developed in ques- 
tioning witnesses, I am learning something every day, and T want to 
say that you certainly have contributed to my knowledge of the prob- 
lem. 

T think you are well informed on your subject, as a matter of fact 
T want to say that I think you are an expert, and T think you are 
trying to do the best job you know how with the Southwestern Power 
Administr ation, and as an administrator under a change of adminis- 
trations, certainly you are duty bound to carry out the policies of 
that administration. 

So thank you very much for coming over. We certainly felt 
was a pleasure to listen to you. 

Mr. Wricut. Nobody deserves those kind words any less, but 
nobody is more glad to hear them than T am, and T wish to express my 
courtesy to the committee. 

Mr. Jonas. T think the record ought to show, ei Chairman, that 
while I am sure you disagree with. me, I think Secretary Aandahl 
has made a very fine witness. 

Mr. C nuporr. We are not through with Secretary Aandahl vet. 
He is going to come back on the other problems that we have. That 
is why I did not say anything about Secretary Aandahl. T will make 
my statement about him when we are finished with him. 

‘Mr. Horrman. We have already, Mr. Chairman, had several state- 
ments from you about him. 
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Mr. Cuvuporr. I will make a final and concluding statement. 

Mr. Horrman. I want to express the opinion, he has shown a great 
deal of patience and Christian forbearance in sitting here without 
retaliating. 

Mr. Cuuporr. I would like at this time te call Henry Templeton. 
Ishe inthe room? Will you come up, please. 

Would you identify yourself for the reporter, please. 


STATEMENT OF HENRY G. TEMPLETON, MANAGER, HARMON ELEC- 
TRIC ASSOCIATION, HOLLIS, OKLA., AND PRESIDENT, BOARD 
OF TRUSTEES, WESTERN FARMERS ELECTRIC COOPERATIVE, 
ANADARKO. OKLA. 


Mr. Tempteton. My name is H. G. Templeton. I live on route 
No. 3, Hollis, Okla. I am manager of the Harmon Electric Asso 
ciation, Hollis, Okla., and president of the board of trustees of the 
Western Farmers Electric Cooperative, at Anadarko, Okla. 

Mr. Cuuporr. Mr. Templeton, you are here as a result of a subpena 
issued by me, is that correct ? 

Mr. Tempieron. That’s right, sir. 

Mr. Cruporr. And for the information of the people in the room, 
Mr. Templeton was subpenaed because certain references were made 
yesterday in statements made by Mr. Aandahl as to a conversation 
between Mr. Templeton and Mr. Aandahl on a certain date which 
counsel will develop. 

And in view of the fact that we are so far apart in fact, I thought 
we would have Mr. Templeton come in here and tell the subcommittee 
exactly what that conversation was. 

And I think there was some question raised as to whether or not 
the testimony of Mr. Karns was proper because of the fact that it 
might have been hearsay, the testimony told us as to what you told 
him. 

In order to keep the record straight and raise no questions con- 
cerning what you might have said, we are asking you to tell us exactly 
what happened. Mr. Austin will ask you the questions. The press 
has raised the question why we have not sworn the witness. We have 
not sworn any witness in this entire investigation so far. 

Mr. Horrman. One. 

Mr. Cuuporr. Yes, we did, that’s right, I remember. <A staff mem- 
ber of the Appropriations Committee, and afterwards when you 
called my attention to it, I said I was sorry I had sworn him and I 
did not intend to, but if the committee insists Mr. Templeton be 
sworn, I will swear him. Do you have any objections to being sworn ¢ 

Mr. Temprietron. No. 

Mr. Horrman. Mr. Chairman, I do. The witnesses haven’t been 
sworn and I object to the changing of the policy because it might 
carry implications that wouldn’t be fair. 

Mr. Cuuporr. I am not going to swear him. I did not intend to 
swear him. I know that he will tell us the truth, and we have not 
sworn any witnesses except one, which I swore in error, and then 
agreed that he should not have been sworn. We are not going to 
swear Mr. Templeton. 
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Mr. Tempteron. Mr. Chairman, with reference to this conversation 
that I had with Mr. Aandahl 

Mr. Cuvuporr. I wonder if you would let Mr. Austin develop your 
testimony so that we have it in an orderly fashion. 

Mr. Tempteton. Yes; I will. 

Mr. Austin. Mr. Templeton, as the chairman had said, you have 
been subpenaed here for really only one very limited purpose, and 
the purpose goes back to the hearing held in Springfield, Mo., on 
July 21,1955. Excuse me, the hearing was held here in Washington, 
at which Mr. Karns, who is the manager of this generation and trans- 
mission association of which you are president testified—is that 
correct ? 

Mr. Tempueton. Yes. 

Mr. Austin. At which that gentleman, Mr. Karns, gave some testi- 
mony, and in that testimony quoted you. Congressman Jonas ob- 
jected to the evidence as being hearsay, and for that reason you were 

rought in to give the story yourself, rather than have it in the record 
as a quotation by Mr. Karns. 

Mr. Jonas. Will you yield right there? 

Mr. Austin. Certainly, sir. 

Mr. Jonas. I am quite sure that is not factual because we have been 
out nearer this man’s home since then, and if that was your purpose 
in bringing him here, we could have had him in Springfield. 

We wouldn’t have had to bring him all the way from Oklahoma 
to Washington, so I think there must be some other purpose than that, 
because my objection to the hearsay testimony was at a hearing back 
here in Washington early in the spring, and it was not at the Spring- 
field hearing at all. 

Mr. Fascetu. Mr. Chairman, I agree with my colleague from North 
Carolina. I think there is another purpose. I think we ought to 
find out what the true facts are. 

Mr. Jonas. That’s right. 

Mr. Austin. Reading from the record which is page 76 of this 
hearing, Mr. Karns’ statement was this: 


Mr. Karns. In December, the 29th and 30th, 1954, we held a meeting in 
Kansas City. G. and T. cooperatives and power companies. We met separately 
to consider the draft of the hydro contract, the N. W. hydro contract, which we 
were advised if it worked out and it was approved, would serve as a model 
for the rest of us. We were advised by the Interior and SPA. In one of the 
evening sessions of this meeting, we were meeting 3 or 4 or 5 of us with Governor 
Aandahl, and they had discussed Missouri for a couple of hours, and I said, if you 
gentlemen don’t mind, I’m spending some time here, what about our discussing 
Oklahoma for just a trifle? The Governor told me that western farmers 
wouldn’t get any hydro. He said the power companies will take care of you. 
He said, you must have an integration contract by the first of the year, and | 
am under an edict by Congress to see that you get it. 

Mr. AustIN. This was Mr. Aandahl, and when was this meeting? 

Mr. Karns. September 29, 1950. 

T dien’t write this down, but I have a pretty fair memory on this. I told Mr. 
Aandahl that without a hvdro contract, Western would never integrate with 
power companies. I had 50.000 farmers who put Congressmen in Washington 
to give him his edict, and they are telling me you had better get some hydro. 
It was not the intention of the Interior Department to ever give Western 2 
kilowatt of hydro, in my opinion. You will hear some gentlemen who will bear 
that out during the course of your sessions, I am sure. 

Then I understand, Governor Anndahl went down to the lobby of the hotel on 
his way out of his room about 11:30, and met the president of my board and 
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offered to trade him 15,000 kilowatts of hydro if he would give up these basic 


contracts. 
Mr. Austin. Those are the contracts that have been deactivated by Congress, 


but were actually still in effect, but not in operation? 
Mr. Karns. The contract was asleep, so to speak. 

Vr. Austin. He asked your chairman? What was his name? 

Mr. Karns. Templeton. 

{nd then Mr. Jonas said: 

| doubt if we will put hearsay evidence in. 

And there was considerable discussion then about the evidence 
having been in, and we could read further or stop at that point. 

Now, Mr. Templeton, in your own words will you tell us about where 
you fit into this picture? We don’t need to go beyond or above it. 
Just what happened to you that you yourself know about, if you were 
n touch with Mr. Aandahl later this same evening. 

Mr. Tempieton. Well, I wasn’t in the meeting that Mr. Karns 
spoke of that evening with Mr. Aandahl. I met Mr. Aandahl in the 
lobby of the hotel. ‘T shook hands with him, and after an exe hange 
of greetings went over and sat down in the lobby of the hotel. 

As I remember—of course, I didn’t make any transcribed notes of 
this—about the first thing that he said to me was, “You should not 
depend upon too much, should not depend too much on getting any 
hydro power.’ 

I expli tined to Mr. Aandahl why we needed it, first—I will remem- 
ber in just a minute, I am recalling this from memory, sir—that our 
engineer had just completed a survey and his ng showed that we 
could go it alone without integration on a 10. year average on an 
414-mill rate, that is, we could deliver power to our uaehak coopera- 
tives at 814 over a 10-year average. 

And I felt that we should have some kilowatt capacity to firm up our 
two 15,000-kilowatt units at Anadarko. And too I told him that if 
we were successful in getting satisfactory agreements out of the com- 
panies in Oklahoma, we would need some hydro power to assign them 
on a recapture basis in case we operated on the contracts for a while, 
and they fell through for some reason that our plant would be loaded 
and we would have to go out and buy power at any price that we could 
buy it, because in case the plant was loaded, we would have to have it. 

He then said, and I am quoting from memory, of course again, he 
said, “Would you consider ts uking 15,000 kilowatts of hydro power and 
giving up the basic contracts?” 

Mr. Austin. I think that is as far as you need to go at this time, 
SIP. 

Mr. Cuvuporr. Are there questions, Mr. Dawson ? 

Mr. Dawson. No questions. 

Mr. Cuunorr. Mr. Fascell? 

Mr. Fascein. No questions. 

Mr. Cuuporr. Mr. Mollohan? 

Mr. Motitonan. No questions. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Yes. When was this, Mr. Templeton ? 

Mr. Tempieton. I have dates in the calendar, sir, that I attended 
three meetings, and the dates on my calendar show that this particular 
time was on September 28. We were there in a meeting September 
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Mr. Tempteron. At the last meeting—what do you mean, sir, at the 





Jonas. I mean what year? 

Temperon. In 1954. 

Jonas. A year ago, a little over a year ago? 

Tremp eron. A little over a year ago, yes. 
Jonas. You say you attended a number of meetings ? 
T'emeteron. Three meetings, as I remember. 
Jonas. About that same time ? 


te. One was in March of 1954. 


together. 

Temprtetron. No. 

Jonas. Three meetings during the year ? 
TemMPLeToN. Yes, sir, that? Ss right. 

Jonas. Was Mr. Aandahl present at all of them? 


individual meetings we had? 


Mr. Jonas. Well, I mean did you have conversations, have you ever 
had any other conversations w ith him except this one ? 

Mr. Tempteron. Yes, sir, I have. 

Mr. Jonas. You have had a number of conversations with him? 

Mr. Temp.eton. Yes, sir. 

Mr. Jonas. At each one of the meetings? 

Mr. Temrteton. I beg your pardon? 

Mr. Jonas. At each one of these meetings? 

Mr. Temrprteton. Well, at several meetings, yes, sir. 

Mr. Jonas. Why weren’t you upstairs at “the formal meetings ? 

Mr. Tempteton. When was that? 

Mr. Jonas. Why weren’t you upstairs at the hotel at the formal 


meeting? You are president of the Western Farmers. 


Mr. 


Tempirron. I don’t know, sir. I was out during the after- 


noon, that is, the early part of the afternoon. 


Mr. Jonas. You just happened to run into Mr. Aandahl in the 
lobby ? 

Mr. Temetrron. Yes, sir, I did. 

Mr. Jonas. You and he went off and sat down on the sofa and 
talked ? 

Mr. Temprieton. Well, we sat down in the lobby. 

Mr. Jonas. On chairs? 
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know, 
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l'empieTon. Yes, sir. 

Jonas. Just the two of you? 

Tempieton. Yes, sir, that’s right. 

Jonas. And how long did you talk? 

Tempteton. Oh, I wouldn’t say over 5 or 10 minutes. I don’t 
sir, it is Just a guess. 

Jonas. You say you didn’t make any memorandum of the con- 


versation or make any notes? 


Mr. T 


Mr. 


Mr. “ 
Mr. 


Tempieton. No, sir. 


Jonas. Not at that time? 


Tempeteton. No, sir. 


Jonas. Did you later reconstruct it? 
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Mr. Tempteton. No, I didn’t reconstruct it. I talked it over with 
the general manager, Mr. Karns, and later I mentioned the proposition 
to our board. 

Mr. Jonas. You say you were subpenaed to come here today ? 

Mr. Tempecieton. I wasn’t subpenaed / 

Mr. Jonas. You were subpenaed. 

Mr. Tempteron. Well, 1 was invited by the committee to be here 
today. 

Mr. Jonas. When did you get that subpena? When was it served 
on you! 

Mr. Tempieton. In fact, I haven’t received the subpena. I had a 
letter from Mr. Chudoff, I believe it was dated the 23d of September. 
I was away from home when it came, and I replied to his letter, and 
then I received another letter from him. 

Mr. Jonas. What wasin the letter ? 

Mr. Tempteron. The letter was he hoped that he would be able to 
appear before the committee in Springfield. I have the letter here 
if you would like to see it. 

Mr. Horrman. Let’s see it. 

Mr. Jonas. He stated to Mr. Austin that you were subpenaed and 
I wondered when you were subpenaed. 

Mr. Austrn. Just give him the one letter. 

Mr. Horrman. I would like to have the correspondence. We are 
entitled to it under the Reorganization Act. 

Mr. Fasceitn. Do you suppose you can get the rest of the stuff that 
the committee wants from the Interior Department ? 

Mr. Horrman. You will get all that you are entitled to, I imagine. 

Mr. Jonas. We have been trying to get the stuff that the committee 
has and we have not gotten if. 

Mr. Cuuporr. That door is open and you can look at anything you 
want. 

Mr. Jonas. I asked the committee to furnish me with the corre- 
spondence and I asked for it again last Monday and I have not received 
it vet. 

Mr. Cuuporr. You are free to get anything you want. We can't 
vive you every copy of corresponder nce th: at comes in. 

Mr. Jonas. You have a number of staff members and clerks and 
you can have them put the material in one file so 1 don’t have to go 
through all the file cabinets. 

Mr. Cuuporr, Anything specific you request you will get. 

Mr. Jonas. I would like to have a copy of all complaints you have 
received, 

Mr. Cuuporr. We won't prepare it for you. You can go to the files 
and get it. Mar. Hoffman has minority staff members. He can dig 
it out. 

Mr. Jonas. Then why are you talking about the Interior Depart- 
ment ¢ 

Mr. Dawson. The Interior Department is under investigation, that 
is why we are talking about it. If you want to investigate the com- 
mittee, we will call a meeting and investigate the committee. 

Mr. Horrman. Mr. ¢ ‘hairman, I will take advantage of that. At 
the next full meeting of the committee I want the background of the 
two gentlemen. 
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Mr. Dawson. At the next full meeting of the committee you will 
have an opportunity to voice anything you want with respect to the 
conduct of the committee. 

Mr. Horrman. I was just accepting an offer. 
favored you with raspberries. 

Mr. Dawson. Those of my constituents who have moved even vote 
for you. 

Mr. Horrman. Oh, no. 

Mr. Jonas. I yield the floor to Mr. Hoffman. 

Mr. Fasceti. Mr. Chairman. 

Mr. HorrmMan. Wait a minute. Were one of these letters you re- 
ceived a statement from committee counsel, do you know, which 
quoted or at least purported to quote? 

Mr. Cuuporr. Mr. Hoffman that is not from committee counsel. I 
signed that letter and I take the responsibility for it. I sent it to him. 
That is a copy of the letter I sent to him. I don’t want anybody to get 
a misinterpretation of who sent him the letter and what was in it. 

Mr. Horrman. All right; I stand corrected. Will you let me ask 
one question without being interrupted ? 

Mr. Cuuporr. I will let you ask a hundred. 

Mr. Horrman. I wish you had done that before. You will note in 
the records of the other hearings you interrupted me practically every 
question I asked. In this letter signed by Mr. Chudoff that came to 
you there were excerpts of hearings before the Public Works and 
Resources Committee July 21, 1955, Washington, D. C.; you received 
that, didn’t you? 

Mr. Tempteton. Yes, sir. 

Mr. Horrman. What do you claim is the difference between your 
statement and that of Mr. Aandahl? 

Mr. Fascety. Just a minute before you answer that question. That 
would be very difficult for this witness to answer because I don’t be- 
lieve he heard Mr. Aandahl’s testimony. 

Mr. Cuuporr. He has excerpts. 

Mr. Fascety. Just a minute, Mr. Chairman. 

Mr. Horrman. I will yield to you. 

Mr. Fascett. I think in all fairness you want a response to your 
question. 

Mr. Horrman. Sure. 

Mr. Fascetx. I don’t believe this witness can answer that question 
unless he heard Mr. Aandahl’s testimony of yesterday. 

Mr. Horrman. I will change it. You read a copy of the testimony 
that Mr. Karns gave at this hearing? 

Mr. Tempieton. Yes, sir. 

Mr. Horrman. In that he made a statement about what Mr. Aandah! 
had said at a meeting with you? 

Mr. Trempeton. Yes. 

Mr. Horrman. What do you claim is the difference between what 
Aandahl is reported to have said and you stated. 

Mr. Tempreton. I don’t know. You said Mr. Aandahl said? 

Mr. Horrman. This testimony here tells about the meeting some- 
where in the hotel, I guess it was. It says: 


My constituents have 


In one of the evening sessions of this meeting, we were meeting, 3 or 4 or 5 
of us with Governor Aandahl, and they had discussed Missouri for a couple of 
hours and I said if you gentlemen don’t mind spending some time here, what 
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hout our discussing Oklahoma for just a trifle. Now the Governor told me that 
Western Farmers would not get any hydro. He said the power companies would 
take care of you. He said you must have an integration contract by the first of 
the year and I am under an edict by Congress to see that you get it. 


Then Karns says: 
I didn’t write this down— 
then at the bottom this is Karns still talking: 


Then I understand Governor Aandahl went down to the lobby of the hotel on 
his way out of his room about 11: 30. 


I don’t know whether that is morning or night— 
and met the president of my board. 


I am adding now, That would be you, wouldn’t it? 
Mr. Temptetron. That’s right. 
Mr. HorrmMan (reading) : 


And offered to trade him 15,000 kilowatts hydro if he would give up these basic 
contracts. 

Mr. Tempieton. The statement that Mr. Aandahl 

Mr. Horrman. Are you telling us what Governor Aandahl said 
when he met you down in the lobby ? ? 

Mr. Tempieron. He said when he got to that point in asking that 
question, he said: 

Would you consider taking 5,000 kilowatts of hydro power and giving up the 
basie contract? 

Mr. Horrman. Is there something wrong with that? 

Mr. Tempceton. No; there is nothing wrong with that. 

Mr. Horrman. Is that an unfair—— 

Mr. Tempieton. No; it isnot unfair. 

Mr. Horrman. Was that an unfair proposition / 

Mr. Tempietron. Not to me, sir. 

Mr. Horrman. What ? 

Mr. Tempteton. We did not accept the proposition. 

Mr. Horrman. No; but was there anything unfair or illegal about 
It ¢ 

Mr. Tempteton. Not that I know of, sir. As far as I know; no. 

Mr. Horrman. Do you know of any reason why he should not make 
that kind of a statement, if he did ? 

Mr. Tempveton. If he wanted to make the statement, I see no 
reason why he should not. 

Mr. Horrman. You are not critical of him because he made the 
statement, if he did make it ? 

Mr. 'Tempteton. No, sir; I don’t. 

Mr. Horrman. I don’t know what it is all about. 

Mr. Fascett. We get back to the points whether or not he did 
make it, 

Mr. Horrman. What if he did? 

Mr. Fascerzi. I would like to find out what he said. 

Mr. Cuuporr. He said he didn’t make it. 

Mr. Fascexy. I recall his testimony very, very vividly. When we 
get through with this witness. 
_ Mr. Horrman. If 1 still have the floor—if he did, it is about an 
immaterial matter. For example, Mr. Chudoff, the record will show 
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you said that I asked a question nine times. 

had not done any such thing. 

I did or not. 
Mr. Fasceu.. 


The record showed | 


That is a very good theory but I would be inclined 
to disagree with you as to the offer made by the Secretary who has the 
right and author ity to administer the policy of the Department. In 
view of that authority, any offer has to be so construed. It is very 
material whether he made such an offer. 

Mr, Horrman. You think it is wrong to oiler to trade that? 

Mr. Fasceii. I ascribe no motives one way or the other. I say it 
ought to be read in the light of the facts as to what he was trying 
to do, 

Mr. Jonas. Mr. Chairman, would you inquire why Mr. Aandahl is 
standing ? 

Mr. Cuvuporr. I will give you an opportunity when we finish with 
the witness. 


Mr. Aanpuau. I would like to appear on the witness stand with 
Mr. Templeton. 

Mr. Cuuporr. You can’t appear with him. You can appear after 
he gets through. When he gets through, I will recall you at that 
time. 

Mr. Aanpann. ©. K. 

Mr. Fascety. I have no further questions. 

Mr. Jones. I have no questions. 

Mr. Cuvporr. Thank vou, Mr. Templeton. Mr. Aandhal 
come back to the chair ¢ 

Mr. Aandahl, I understand you want to make a statement with re- 


gard to the testimony of Mr. Templeton. Is that why you want to 
be recalled ? 


, will you 


FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT 
SECRETARY, DEPARTMENT OF THE INTERIOR 


Mr. AanbAHL. Yes. 

Mr. Cuuporr. You go right ahead. 

Mr. Aanpant. As I see this situation, Mr. Chairman, I do not see 
any issues in conflict at all. Mr. Karns, when he asked me if we 
had some power to sell at the earlier meeting, was asking about an out- 
right sale of power to a preference customer, And at that time we 
were holding whatever power we had in reserve for alternate con- 
tracts to repl: we the G. and T. contracts. I told Mr. Karns that 
we could not sell him any power under those circumstances. I don't 
recall the exact language, but I think what I am saying now fit- 
right in with the statement that Mr. Karns made. 

The day was spent in discussing the problems of contracts in the 
area and in the evening I met with Mr. Templeton. We met by chance 
in the lobby of the hotel and started to visit and I don’t think that ! 
would take any substantial exception to the statement that Mr. Tem- 
pleton made. IT am not sure of the exact language that T used when 
| spoke to him, but the purport of my statement would be substan- 
tially the same as Mr. Templeton has reported it to the committee. 


At the time I was visiting with Mr. Templeton, one or the other 
of us, and T don’t recall which one, brought up the subject of alternate 
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contracts. I believe from Mr. Templeton’s testimony—he also spoke 
about the cooperative’s need of just a straight purchase of power with- 
out any alternate contracts. His testimony indicated that I told him 
that there wasn’t much opportunity of getting power at this time 
under those circumstances. But we did have this reserve power that 
we were using to complete alternate contracts which Congress had 
directed us to do and we had 130,000 that would be allocated among 
the 5 G. and T’s in alternate contracts if hey could be worked out. 

| would be quite confident that I told Mr. Templeton that we might 
be able to allocate him fifteen or twenty thousand or some such num- 
ber of kilowatts out of this 130,000 if we had an alternate contract, 
and I velieve the only exception that I took to the testimony that Mr. 
Austin read to me yesterday was that I questioned, whether I used 
the expression “will give up your present contracts.” I may have 
used that expression. I wouldn't be too sure about it. But that did not 
just sound hke a thing I would say. My memory is not at all specific 
on what happened. I know it would be very much in order for me to 
offer Mr. Templeton a possibility, without making any definite allo 
cation, of considering fifteen or twenty thousand kilowatts if he had 
alternate contracts. ‘To me there is nothing unusual or extraordinary 
about what happened. 

Mr. Cuvuporr. Thank you, Mr. Aandahl. ‘That completes the South 
west Power Administration problem. And at this time I want to 
inake a statement. 

Yesterday we had testimony from Assistant Secretary of the In- 
terior Fred G. Aandahl, that he had attended several conferences at 
the White House concerning the disposal of Georgia’s share of power 
from Clark Hill Dam. 

We have heard some very interesting testimony showing how thie 
Interior Department has made every attempt to evade the Attorney 
General's ruling on this subject. 

Mr. Aandahl refused to state who was present at these conferences 
or whether Mr. Harlee Branch, president of the Georgia Power Co., 
was present at any of the conferences. 

I suppose it is safe to assume that no representative of the Georgia 
rural electric cooperatives was present even though they had a statu 
tory preferred right to buy the power and had applied to do so. 

I regard Mr. Aandahl’s refusal to state who was present at the 
‘onferences to be completely unjustified. His suppression of this 
information, however, is completely consistent with his failure to 
disclose to the parties vitally concerned an Attorney General's ruling 
stating that the rural electric cooperatives have a superior right to 
purchase the power when they applied for it. 

The names of the persons attending the conferences and the dates 
if those conferences are of extreme importance in the present investi- 
gation. Consequently, I have sent the following telegram to Mr. 
Sherman Adams at the White House. 

Assistant Secretary of the Interior Fred G. Aandahl, testified before THlouse 
Subcommittee on Public Works and Resources that he attended a number of 
conferences at the White House on the subject of the disposal of Georgia’s share 
of power from Clark Hill Dam. He refused to state who attended such con- 
ferences. Please let me know immediately the date of every White House and 
Budget Bureau conference on this subject and list every person present at each 


conference, showing position held by each. 
EARL CHUDOFF, Chairman. 
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I sincerely hope I receive an early reply. 

Mr. Hlowwn AN. Copies are being given to the press. May we have 
a copy ? 

Mr. Dawson. I haven’t got a copy. 

Mr. Cuuporr. E verybody will get a copy. 

Mr. Horrman. I think the copies should be in the hands of the 
members of the committee before the press gets them or at least at the 
same time. 

Mr. Cuuporr. I want to say this to you that in San Francisco Mr. 
Hoffman issued a statement attacking me and members of the press 
and never gave me a copy. I had to get it from a member of the 
press. 

Mr. Horrman. That was my personal statement not given as a 
chairman of the committee or a member of the committee. 

Mr. Cuuporr. You gave out a press release attacking the Wash- 
ington Post and never gave me a copy of it. 

Mr. Horrman. Are you a stockholder of the Washington Post? 

Mr. Cuuporr. I am not. 

Mr. Horrman. You are not responsible for their editorial policy 
are you? 

Mr. Cuuporr. If you want to ask for statements, you should give 
out what you ask for. 

Mr. Jonas. I would like to discuss this with you briefly. Do you 
take the position that this committee has any authority to investigate 
the White House or the President or what the President does in con- 
ference with members of his Cabinet ? 

Mr. Cuuporr. I think in this situation, if there was a conference we 
are entitled to know who was there. Mr. Aandahl is under a duty to 
answer if the Attorney General was present. When I asked him if 
Harlee Branch, president of the Georgia Power Co. was there, he 
could have said no. That would be the end of that. He refused to 
answer it and said he preferred to have the White House give the 
answer. Since he referred us to the White House—— 

Mr. Horrman. Before you go digging into his stuff, why don’t vou 
wait until the President gets over his illness? 

Mr. Cuuporr. I am not bothering the President. I am bothering 
Mr. Adams. I think he has deleg: ited authority to various subordin- 
ates to run the Government. The Government has been run very 
nicely by his subordinates since he was ill. We don’t agree with some 
things they do, but it is being run. 

Mr. Jonas. I think this matter has come up before and it involves 
a constitutional question whether we have any prerogative to investi- 
gate the President of the United States, and make requests of him to 
disclose the conferees at any conference that he might have held and | 
just don’t think the chairman of this subcommittee has any right to 
call on the White House to disclose such information without our 

having opportunity to discuss it as a committee and decide whether 
we intend to insist that we have that right. 

Is this a one-man subcommittee and do you contend that you have 
plenary authority to do anything you think is right or don’t you think 
the minority members of this committee are entitled to be consulted 
and to have an opportunity to discuss with you these important ques- 
tions before you take official action? I am just asking the question. 
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Mr. Cuuporr. I want to answer the question. You have taken 
issue on the procedure adopted by this committee on many occasions. 

Mr. Jonas. Correct. 

Mr. Cuuporr. I answer you by reading the rules of the Committee 
on —— Operations and I have not exceeded my authority 
as chairman. I don’t have to get your permission to do anything as 
chairman of this committee. The only thing you have a right to do if 
you feel I am not doing what I should do under the rules and under 
the law, you have a right to make a statement that I don’t think you 
are doing it. 

I don’t have to get the permission of the minority perse. As chair 
man of this subcommittee I have the right to make any investigation 
[ feel is proper under the law. 

I want to say in the public interest the people that were at the 
White House Conference should be divulged to the people of America 
because power is one of the most important things they can possibly 
have. I am talking about power in the southeast area, power in the 
southwest area, power in the Bonneville area, wherever there is power. 
The lifeline for people who use this power, irrigation, and flood con 
trol are involved as well as power. If there was a conference to de- 
termine whether they were going to get the power, they are entitled to 
know who was there and who was called to the conference. 

[ have not asked him what happened at the conference. I have 
asked him the names of the people and the titles they had. 

Mr. Jonas. You are asking that the President of the United States 
disclose who was present at the meetings with members of the Cabinet. 
I raise the question whether we have that authority. 

Mr. Fascett. May I inquire at that point, I believe that Mr. Jonas 
has presumed a great many things which have not come to my know]- 
edge yet. I don’t know that the President was at this conference. 
I didn’t know that this request went to him. I don’t know the Cabinet 
was present. 

Mr. Jonas. The letter in question was directed to the Cabinet mem- 
ber, not to Mr. Aandahl. It was from one member of the Cabinet 
to another member of the Cabinet. I assume it was a Cabinet meet- 
ing at the White House. 

Mr. Fascern. T am not assuming anything. I would like to find 
out what kind of meeting it was and who was there. 

Mr. Jonas. That is the sort of thing the subcommittee ought to 
have a meeting and decide whether we have a right to go into that 
and how far we ought to go, and some effort ought to be made for the 
subcommittee to have a meeting of the minds on these things and not 
run off in different directions. 

Mr. Fascetni. As far as the constitutional question is concerned. 
if it involves the Chief Executive of this country it is up to him to 
: aise that question if he wants to take advantage of that prerogative. 

I don’t think the objection is properly raised now before the com 
mittee until somebody else raises the objection. 

Mr. Jonas. I am not raising the objection. I just offered a state- 
ment that I wanted to inquire of the chairman of the subcommittee 
whether he takes the position that he has all of that power or whether 
he does not think that the other members of the subcommittee are 
entitled to be consulted about important issues. 
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Mr. Fascexu. I feel like you do on the subject, but I concur heartily 
in what he has done. ; 

Mr. Jonas. That is right. It is right in pattern with everything 
he has done from the beginning. He never consults the minority 
about where or when investigations would be held, who would be wit- 
nesses; and he says he has a right to do that, without consulting us. 
1 was under the opinion or theory that a member of the minority on 
2 committee would be entitled to have some knowledge about what 
the committee plans or what its program is before it is adopted. 
Maybe Lam wrong. But that is the way I believe committees should 
be conducted. 

Mr. Cuuporr. Mr. Fascell, I was a member of the minority in this 
committee and a member of the minority on the subcommittee and 
nobody ever consulted me when Mr. Hoffman was chairman of the 
full committee and chairman of my subcommittee never consulted 
me about anything. One time he forgot to invite me to the meeting. 

Mr. Horrman. You were on this Thursday to Tuesday Club; you 
were not available much of the time. You were over in Philadelphia. 

Mr. Cruporr. I am available all the time. Nobody can criticize 
my work as a Member of the Congress. I work day and night on 
this thing 7 days a week. 

Mr. Fasceitxi. I think anybody has a right to question or to criticize 
the fact that action was taken by the chairman without prior consul- 
tation, but the point of the matter is would he arrive at a different 
conclusion had he been previously consulted and that can be answered 
by saying whether or not he concurs in what has been done. 

Mr. Horrman, Mr. Chairman, do I get in now 4 

Mr. Cuvuvorr. Yes, Mr. Hotfman. . 

Mr. Hlorrman. I want to express my heartfelt appreciation of the 
fact that you say you are following some of the practices established 
by me. That is the highest compliment that could be paid me. As to 
this issue I have just one question. Do you contend that, as chairman 
of this subcommittee, you have the right to learn from members who 
attended them, the names and the positions and the dates of every per- 
son who was present at a conference held by the President / 

Mv. Cuuporr. Involving this particular point ¢ 

Mr. HorrmMan. Does the same rule apply as to other conferences / 

Mr. Cuvuporr. Mr. Hoffman / 

Mr. Horrman. I just want to get our position on the record. 

Mr. Cuuporr. I would have never raised the question had I not 
seen the letter of transmittal that went to the Attorney General’s 
opinion. I would have never known there was a conference. But the 
letter of transmittal of the Attorney General’s opinion talked about a 
conference and I thought since there was a conference and we were 
trying to get into the question whether section 5 of the Flood Control 
Act of 1944 was being violated, whether the Attorney General had 
given a legal opinion, if there was a conference that discussed this 
problem I felt—am not asking for any information as to what took 
place in the conference. 

All Iam asking for is the names of the persons who were there, what 
capacity they were there and the dates of the conference. 

That doesn’t violate any confidence that might be in the President 
of the United States or any of his Cabinet. 
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Mr. Horrman. You keep saying in your statement “conference.” 
the word here is “conferences” at the White House. More than one. 

Vir. Cuuporr. Yes; because Mr. Aandahl testified last night there 

ere a number of conferences. 

Mr. Horrman. You claim you are entitled to know the names and 

ews of every individual who attended any of these conferences. 

Mr. Cuouvorr. Yes. 

Mr. Horrman. Thank you. 

Mr. Dawson. Since these hearings started I have heard a lot of 
conversation about claiming priv ilege. Privilege is a thing accorded 
to the person involved. Only the President can claim his privilege. 
\nd it doesn’t become a priv ilege until he has claimed it. If he wants 
to give the information he can. If he wants to claim a privilege, he 
can. But that is the province of the President and not the province 


of anybody else and nobody ean claim his privilege for him. 


Mr. Horrman. If that is true, then the request should have been 
directed to President Eisenhower, not to Sherman Adams. 

Mr. Dawson. President Eisenhower, as you well know, has assigned 
others to act in his place. 

Mr. Horrman. Then they should be asked. But you just said the 
President must personally claim privilege. 

Mr. Dawson. They are asked. 

Mr. Horrman. Then they could waive the privilege: couldn’t they ? 

Mr. Dawson. Since when did a Cabinet meeting become a ques- 
tion of privilege? 

Mr. Fascetn. Mr. Chairman 7 

Mr. Dawson. The things that happened there may be. But to 
now who attended a Cabinet meeting isn’t a question of privilege 
~0 that it can’t be at who attended that meeting. 

Mr. Horrman. This was not a Cabinet meeting. 

Mr. Dawson. Don’t you know that we know that this is all delay- 

« tactics for no other purpose then to draw a red herring across 
this investigation ? 

Mr. Horrmaan. Same herring Truman referred to ? 

Mr. Dawson. Yes. 

Mr. Horrman. That turned out to be a real red stinking herring. 

Mr. Dawson. That’s right, and that is what this one will turn out 
to be. You know and I know that the committee has the duty to 
follow any funds appropriated to the executive department to see 
hat they are efficiently and economically spent. 

Mr. Horrman. That statement is correct. 

Mr. Dawson. That is our duty. If the conduct of the Interior 
Department in our judgment needs looking into, it is our duty to 
ook into it. Everybody is given a chance to come and answer, 
ecause those are the powers set up by the basic law that created this 
ommittee. Never before have I heard so much talk about what 
soes on in one of our meetings. If something goes wrong let’s go 
ilo executive session. When we come here to investigate, let’s stick 
to the investigation. 

Mr. Horrman. Your last statement is fine. I wish you would 
-tick to the real issue. 

Mr. Dawson. And we still want to know why these cooperatives 
inder the law can’t get the power they are supposed to get. We 

uit to know aioe these seeming delaying actions that keep them 
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from getting it. The more we get into this thing the more evident 
it becomes that there is a studied purpose to keep these cooperatives 
from getting the power that the Congress intended them to get. That 
is a logical deduction to be drawn from the testimony before us. 

Mr. Horrman. Yesterday the subcommittee chairman himself said 
he got everything from the Department he asked for but this one 
came up since, apparently. 

Mr. Dawso::. They are holding out on us. When we get news we 
ask them about it. That is the purpose of the investigation. Lots 
of things have come up since we started that we did not know when 
we started. Ithinka lot more will come up. 

Mr. Horrman. You hope. 

Mr. Dawson. I hope I hope. 

Mr. Cuuporr. The next witness is Mr. Ancher Nelsen. 

Mr. Aanpanu. Mr. Chairman ? 

Mr. Cuuporr. Mr. Aandahl, I don’t want to appear to you as to 
say to you that I don’t want you to say anything. If the White 
House doesn’t want to give what we asked for they will tell us they 
don’t want to give it to us. 

Mr. Aanpanu. I have no reference to the subject under discussion. 
I have a prepared statement with respect to other material that we 
have considered that I would like to read to the committee, at this 
time. 

Mr. Cuvuporr. We will allow you to present it. Does it affect REA? 

Mr. Aanpant. It will take me a moment to read it. 

It relates to the general subject matter we have been discussing 
the last day or two. 

Mr. Cuuporr. It does not relate to the question who was at the 
White House conference ¢ 

Mr. Aanpaut. Not at all. It makes no reference to the White 
House conference. 

Mr. Fascetn. Are we through with Mr. Aandahl as a witness? 

Mr. Cuvuporr. No; we are not. 

Mr. Fasceii. I am just wondering if perhaps he desires to make a 
statement on this whole question that it might not be better to have 
that statement in when he concludes his testimony unless there is 
reason 

Mr. Cuvporr. Is there any reason why it should be at this point in 
the record or can you make it at any later date ? 

Mr. Aanpauni. No. Atany reasonable time. 

Mr. Cuvporr. I want to say this to you and the other witness here. 
You will be given every opportunity to appear before this committee. 
I was criticized by members of the minority saying I was refusing to 
hear the Secretary of Interior. We will give you any opportunity. 
We will not keep anything out of the record that you want to put in 
at your own volition. Except if you give us the executive papers, we 
will let you put any part of the executive papers you want to. 

So we will give you an opportunity. Is Mr. Ancher Nelsen in the 
room ? 

Mr. Netsen. Yes, sir. 

Mr. Jonas. Before this subject is concluded, I think Mr. Aandahl 
should be permitted to make his statement right now. 

Mr. Cuvporr. He said at any time, it isn’t necessary to do it now. 
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Mr. Jonas. I know what he said, but I think he ought to be per- 


itted to make it now. 
Mr. Couporr. Will you take the witness stand ? 


STATEMENT OF ANCHER NELSEN, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION 


Mr. Cuuporr. Before we receive your statement, Mr. Nelsen, I want 
to inake an announcement. 

[t appears to me that we are running considerably behind schedule. 
We had hoped to be able to hear in addition to the witnesses already 
heard, Mr. Harold Nelson, regional director of the Bureau of Reclama- 
tion of Boise, Idaho; Mr. William A. Pearl of the Bonneville Power 
\dministration, with the problems affecting the parts of the Interior 
Department which they administer. In view of the fact that we had 
agreed to allow your testimony today, because you had other commit- 
ments, we are calling you and asking Mr. Nelson and Mr. Pearl to 
wait, 1t appears to me under no stretch of my imagination can we 
linish hearing from Mr. Nelsen on the REA problems and, that is Mr. 
\ncher Nelsen on the REA problems and Mr. Harold Nelson and Mr. 
Pearl today. 

In view of that fact and in view of the fact that I don’t want to 
be criticized as to rushing the testimony and not giving the members 
of the Interior Department every opportunity to answer charges or 
make any statements they might want to make, it is going to be 
necessary to have some hearings next week. 

( Discussion off the record. ) 

Mr. Cuuporr. After we finish tonight—we will work as late as we 
can so We can get through with you, Mr. Nelsen—we will have further 
hearings on Tuesday and W ednesday of next week. That is the 18th 
and 19th of October. 

Mr. Neusen. Mr. Chairman, I don’t want my schedule disrupted. 
We have commitments for the regional meetings. I would like to 
vear them to our schedule. 

Mr. Cuuporr. We will try to get through v7 you today. I can’t 
tell you how long it is going to take because I don’t know. You are 
going to have to answer some questions. If it were just reading your 
statement in the record, we would be through in 15 or 20 minutes. 

Mr. Neusen. I had not anticipated anything so fortunate. 

Mr. Cuuporr. I hope to move along. I don’t see any reason why 
we can’t finish by 5: 30 or 6 o'clock. 

Everybody has a schedule. Let’s get going and we will try to 
finish. 

Mr. Netsen. Shall I proceed with the statement ? 

Mr. Cuuporr. Yes. Identify yourself for the reporter. 

Mr. Netsen. My name is Ancher Nelsen. I am the Administrator 
of Rural Electrification Administration. 

Mr. Cuuporr. You are former Lieutenant Governor of Minnesota ? 

Mr. Netsen. Yes. My profession is farming and if you will look 
at these hands you will understand it is an honest statement. First 
may I say that I appreciate very much the opportunity to appear 
here today, Mr. Chairman, and to bring our story to you in REA 
as see it and that isas a farmer. 
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My appearance here today is in response to a request made of 
Secretary Benson in your letter of September 23, 1955. I appreciate 
your courtesy in scheduling my testimony for this date. It permitted 
me to fulfill some long-standing commitments with rural electric 
cooperatives in the Far West. 

It is a pleasure and a privilege to speak with you gentlemen as 
members of the House Government Operations C ommittee about the 
operations of the Rural Electrification Administration. It is a won- 
derful agency and program and I am very proud to be Administrator 
of it. 

I understand that matters of concern to the program have been 
discussed in previous hearings. I shall be pleased to discuss these 
phases of the program. 

The length of the trancripts of these hearings and the fact tha/ 
they are not available in printed form, coupled with a very busy 
schedule, have prevented me from reviewing the transcript personally 
which I would have liked very much to do. 

However, members of my staff have gone over them and have 
given me a fairly good picture of what has gone before. 

Before going into these subjects, let me say that my association 
with the REA program is one of long standing. It began long before 
I came to Washington. Being a farmer I know what it is like to 
live and work on a farm without electricity. 

Consequently, when REA came along in the mid-1930’s I was ready 
and anxious to do whatever I could to get the program into action 
in our area. 

After more than a year of preliminary organizational work, it was 
in 1937 when we got our McLeod C cooperative Power Association into 
operation. This REA cooperative still serves my farm. I served as 
a director and vice president of it. I was also vice president of the 
State association of rural electric cooperatives in Minnesota. 

Besides these activities in behalf of rural electrification, I was in- 
terested in the program in the State legislature where I was a senator. 
In those early days when we were trying to get the program started in 
Minnesota, I helped to secure legislation that facilitated the rapid 
advance of rural electrification in the State. 

Prior to that time, the tax that was levied on the rural electric 
cooperatives was far too great to permit much extension into the rural! 
areas. The problems of rural electrification as contrasted with cits 
electrification had to be recognized and I was one of the authors of the 
bill that now stands as law in Minnesota. It has proved most effective 
in making possible the rapid and orderly development of electric power 
and its distribution in rural areas. 

I mention these facts because I want to make it clear that my - 
proach to administration of the REA program is essentially that of : 
farmer. In carrying out the law and the directives of Congress, our 
purpose at all times is to do what is best for the farmer, what wil! 
produce for him the best electric service at the lowest cost. At the 
same time, we want to serve the taxpayers’ interest in their $3 billion 
investment by seeing to it that we have the best financial picture possi- 
ble. If we hew to those guidelines, we think we will not go very far 
astray from what the people and the Congress want us to do. 
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Knowing your interest in and concern with Government operations, 
I shall begin by discussing briefly our overall operations and basic 
olicies. 

The REA program is stronger today than at any time in its history. 
Its financial position is sound. The borrowers are more mature and 
self-reliant. Support of the program is more widespread among our 
citizens both in the Congress and throughout the country. 

We have worked hard to get a better understanding by all con 
cerned so that the program might bate inue to go forward unhampered. 

One subject that is often discussed is the question of the serv ices of 
the REA to the borrowers. There has been an attempt too in some 
quarters to create the impression that the program has been hurt be- 
cause certain services have been eliminated. 

I want to assure this subcommittee, the Congress, and the American 
public that this is just not so. The program is moving ahead vigor- 
ously. Service to unelectrified farms is proceeding at an excellent 
rate. 

Consumers on borrowers’ systems are using more energy each year 
and appear to be satisfied with their service. The cost of energy, both 
retail and wholesale, is dropping each year while borrowers’ net mar 
eins are constantly increasing. 

I think we ought to take just a minute and see exactly what services 
we are talking about. The activities REA has cut out are those that 
most cooperatives prefer to handle anyway. 

They are jobs most businesses do for themselves, particularly w a“ n 
they get up into the $3 million class like the average electric co-op 
today. For example, there is the _ auditing that REA used to 
provide. That has been cut down by degrees for many years, _ 
we now ask every borrower to procure its own private auditing servi 
A typical annual audit might cost a borrower around $600 to $800 mek 
of annual operating expenses running to more than a third of a 
million. 

In the early days, of course, the services REA furnished were 
needed. They helped get the program rolling, but to start from that 
point and go on and expect that the Government should keep on pro- 
viding these services indefinitely is a mistake. 

In my estimation, the person who says that misses one of the major 
lessons of the rural electrification program—that the cooperatives have 
grown up and can do so many things for themselves. 

I know the board members on my own co-op—all of them proud 
farmers like the kind you find on co-ops in every State—wanted to 
run their own electric business and do as much as possible for them 
selves. 

I might add this statement, Mr. Chairman. 

I well recall] years ago on my own board that one of the things that 
we resented was when some representatives of the Government 
peared to be pushing us around and we told them that we would like 
torun our own affairs and we can do it and we want to do it. 

The fact that the borrowers are willing and able to take more re- 
sponsibility is one of the reasons why we have been able to make sub- 
stantial savings in administrative costs. 

Another reason is that we have streamlined many of our oper: ating 
procedures, particularly those relating to the handling of loan appli 








1444 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


cations. This has brought about almost a 50-percent reduction in the 
backlog of unprocessed loan applications since July 1, 1953. 

Applications of those borrowers which are well established and have 
good operating records are now being processed in about 50 percent 
of the time formerly required. 

The reason for that is because of the fact that they have a credit 
rating and we know the security is good. 

These measures have enabled us not only to administer bothi the 
electrification and the relatively new telephone program effectively 
and reduce administrative costs, but to give more assistance to the 
co-ops that need it—those borrowers which are not yet out of the woods 
financially. 

When we took office we found that there were about 250 of 1,000 
borrowers whose margins were below the level considered necessary to 
insure financial soundness and debt repayment. 

Our people have been working with that group of borrowers and the 
number is now down to less than 180, going from 250 to 180 in a very 
short period of time. 

Generally speaking, the financial condition of the electrification 
borrowers is excellent. Between April 1953 and September 1955 the 
number of electric borrowers with overdue payments was reduced from 
35 to 17 and the amount of delinquent payments decreased from about 
$600,000 to less than $400,000. 

We now have 759 borrowers that are ahead of schedule in repaying 
their loans and the amount of advance payments exceeds $85 million. 
We think that is a wonderful record for the farmers of the country, 
and we want to see it continue. ‘ 

I might call attention, Mr. Chairman, in my opinion one of the most 
important features of this program is to see that it is financially strong 
and sound and one of the reasons why we have concentrated our help 
to the borrowers that need help is because we don’t want to fall on our 
faces anywhere in meeting our farmers’ responsibility to the Govern- 
ment of the United States. 

Meanwhile the REA borrowers proceed steadily toward their goal 
of complete area coverage rural electrification. Our most recent sur- 
vey indicates that as of July 1, 1955, there remained about 340,000 
farms without. electric service. This compared with about 490,000 
unelectrified as of June 30, 1953. 

Credit for the reduction belongs not only to the electric cooperatives, 
but also to other private and public power systems serving farm areas. 

Our policy at all times is to meet the loan needs and to expedite the 
applications and that is what we have been doing. During the 1955 
fiscal year, we made 349 electric loans totaling $167.5 million, which is 
slightly higher in both number and amount than in any of the 3 
previous fiscal years. 

Of our loans during fiscal 1955, a little over $41 million were for 
generation-transmission purposes. That is nearly 25 percent of our 
total electric loans during the year, and it is well in excess of the long- 
term annual level of such loans, which has been running about 19 
percent, 

T think we can all agree that this matter of generation is probably 
the most important and the most difficult phase of the REA program. 
Certainly, from my point of view, the decisions in this field are more 
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difficult and troublesome than any others. I am glad at any time to 
discuss any phase of our G. and T. policy and program. 

Our policy with respect to G. and 'T. loans is clear and simple. 
Such loans are made where the applicant cannot satisfy power needs 
from existing sources or where a saving in cost over purchased power 
can be established. 

There is no doubt in my mind that if farmers did not have the right 
to finance generation and transmission they would not have the ba aur- 
gaining position they have and that they have needed to obtain rea- 
sonable wholesale rates. 

From the beginning of my association with rural electrification, the 
question of a proper generation and transmission program was a mat- 
ter of considerable concern to me. 

It was clear that a good deal of attention would have to be given 
to this problem because power supply is so important to the REA 
cooperatives and because there had been considerable controversy in 
connection with this aspect of the program. 

One of the items that I was particularly interested in was the matter 
of integrated operations between REA-G. and T. borrowers and other 
suppliers. 

Data collected covering 1952 operations showed that those G. and T. 
cooperatives which had ‘operated their systems on a completely self- 
contained basis had power costs considerably higher than those which 
had worked out integration arrangements of one kind or another. 

Costs of delivered | power for the self-contained groups varied from 
15 to 27 mills per kilowatt-hour and those of the integrated groups 
varied from 6 to 12 mills per kilowatt-hour. 

When I became Administrator a large amount of REA-financed 
generation and transmission construction was under way and the loans 
for most of these systems were predicated upon interconnections and 
various degrees of integration. 

I was particularly impressed by the results that were being achieved 
in central Iowa and in western North and South Dakota. 

In Iowa a G. and T. cooperative had borrowed money from REA to 
construct a generating plant and transmission lines which were to be 
operated by the power company as a part of its total system. 

As a result of this joint use of facilities the company was able to 
sell power at an attractive rate to the cooperative. Ample safeguards 
were written into the contract so the cooperative could operate its own 
facilities if the arrangements did not work out. 

However, it did work out very well and we have recently made a 
loan of $11,173,000 to continue the plan and take care of the future 
load growth. 

May I say that cooperative is one of the financially strong ones in 
the Nation supplying power in Iowa at one of the lowest rates in Iowa 
and this system was instituted long before I became Administrator. 

In the Dakotas there was a very difficult power supply situation 
from the very start. With the low density of population in that area, 
the wholesale power costs had to be low and although Bureau of 
Reclamation power could be expected in the future, sizable quantities 
were a long way off. 

Here again REA loan funds were used to build badly needed gener- 
ation and transmission facilities which were leased to the Montana- 
Dakota Utilities Co., which in turn was tied into the Bureau facilities 
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at Fort Peck and had agreed to wheel Bureau power to co-op cus- 
tomers of the Government. 

The net result was that the 14 member cooperatives of Dakotas Elec- 
tric have been receiving their wholesale power at the Bureau rate of 
514 mills per kilowatt-hour since 1949. 

Incidentally, Mr. Chairman, this is the first wheeling contract that 
was ever executed and I believe it was in 1945. 

These and other integration arrangements were worked out long 
before I came to W ashington, and were in a sense the REA counter- 
parts to the trend that was taking place in the electric utility industry 
for interchange, interconnections, joint planning—all needed for good 
service at lower cost. 

The substantial difference in costs of self-contained and integrated 
systems stems from several factors—reduced investment in generation 
and transmission facilities, including especially the smaller percentage 
invested in standby equipment ; reduced operating costs by better 
utilization of more efficient units and cheaper fuel; and reduced de- 
mand requirements due to diversity of daily and seasonal peaks of 
rural and other loads. 

Mr. Chairman, if I may depart from the script, I call your attention 
to the fact that on the farm years ago we learned to lease, operate, and 
integrate and interchange operations when we were shock threshing. 

We didn’t all own separators and so forth. We got together with 
our neighbors and built our line fences together and helped each other. 
This is no different arrangement, and it is a practical, stable, strong 
arrangement. 

Another item with which I was concerned was the extent to which 
estimated power costs in loan applications differed from the actual 
performance after the system was constructed and in operation. 
These estimates are based upon studies prepared by consulting engi- 
neers hired by the co-op. 

A review of systems in operation in 1953 showed that generally the 
power cost estimates of REA engineers were higher than those of 
the consultants and that the actu: al cost exceeded both— especially for 
the loans that were made just prior to the Korean war. 

Detailed designs for construction purposes frequently showed that 
transmission facilities actually required to serve all of the proposed 
loads were substantially greater than those shown in the application; 
that there was a need for facilities to improve service, such as tie 
lines, control and communication equipment not initially contem- 
plated; and that there would be increased costs of fuel and other items 
which brought about higher actual power costs than the original esti- 
mates. Differences as high as 5 mills per kilowatt-hour were called 
to my attention. And I can personally cite one that was a cent higher 

than the estimates. 

Another matter affecting the entire picture was the accuracy of 
load estimates. Experience had shown how difficult it is to estimate 
future loads accurately. Yet this is especially important in studies 
for a self-contained system. If the load estimates are too high, then 
the fixed costs of delivering a kilowatt-hour will be higher than 
estimated. 

On the other hand, if the load estimates are too low, then the plant 
unit sizes or the transmission voltage or the capacity of substations 
will prove to be improper for the best operating economy. 
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Although the risk of higher costs resulting from inaccurate load 
estimates exists with an integrated setup, its importance is substan- 
tially reduced. 

As though these difficulties were not enough, it seems there are 
iiways promoters around to muddy the waters further. I well re- 
nember years ago that an attempt was made to sell my own coopera- 
tive in Minnesota on going into a generating system. 

We were told that we would be able to produce power at a cost of 
round 6 mills were kilowatt-hour. When the plant was actually 
built, it was found that power cost 114 cents or more; around three 
times as high as the figure that had been quoted in promoting the 
plant. 
~ You will find examples in parts of the country where generation 
costs run as high as 2 cents a kilowatt-hour for power at this time, 
and the distribution co-ops find themselves almost financially bank- 
rupt because of their power costs. This could have been avoided at 
least in part if proper attention had been given to integration, standby 
-upply for peak loads, and a market for surplus power. 

The point I want to stress is that some of our people have been 
hurt because these factors were not sufficiently taken into account at 
the right time—before the loans were made. 

This was impressed on me when officials of various distribution 
~ystems came into discuss their problems. 

They were disappointed and disatisfied with the amount they were 
paying for power from their own plants and wanted releases from 

ieir contracts to buy power from the plants. 

These contracts, which are the basis of REA secur ity for the G-T 
loans, provide that the rates be set sufficiently high to meet all expenses, 
which in these cases was affecting the financial security of the dis- 
tribution systems. 

Of course REA could do very little about the matter except to at- 
tempt to assist the co- op. in reduci ing its costs by making interconnec- 
tions that would result in better use of the facilities and provide a 
inarket for surplus power. 

One of the most difficult and most extensive G—T matters I have had 
to deal with has been that relating to the State of Colorado. I sup- 
pose we might also call it the most controversial, judging by the infor- 
mation I have received concerning this subcommittee’s Denver hear- 
Ing. 

One of the most serious matters covered in that hearing is the 
charge that REA forced the cooperatives in Colorado to accept a lease- 
operated plant arrangement with a power company that was unac- 
‘eptable to them and that they did not want, and that only on those 
terms could they receive a loan. Under no circumstances nor at any 
time has REA said that only on those conditions would a loan be made. 

The only thing that we have ever done is to indicate to the cooper- 
itives that we want them to get the best possible arrangement for ade- 
quate power for the farmers. 

I think, Mr. Chairman, the judgment should be based on economic 
factors and not on prejudices. 

The recollection of these witnesses also does not jibe with that of 

inother participant in these events—Mr. Dan Hunter, one of the Colo- 
ido-Ute directors. While I was at the NRECA regional meeting 
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at Wichita a few weeks ago, Mr. Hunter came to me. I have his per- 
mission to relate our conversation. One thing he told me was this: 
“Never at any time did you say to us that we must do this, one way or 
the other.” 

He went on to say that I told their committee when they were here 
in Washington, and this is a fact, that they would get power in the 
area, one way or another, and that I recommended that they do the 
best they could and get the best deal they can, but they would get a 
powerplant. 

We recommended that they use their best judgment, but we did not 
tell them “This you must do, or else.” 

Mr. Hunter has given me permission not only to repeat what was 
said, but also to tell this subcommittee that if it wants him to come to 
Washington and testify, he would be happy to do it at his own expense. 
So, Mr. Chairman, if you want the story from others, I know Mr. 
Hunter will come to Washington. 

I think you will find that Dan Hunter is not just an individual—le 
is an institution. He is a man of integrity, and a man who has the 
complete confidence of everybody. Other directors stopped by my office 
Jast winter on their return from the Atlantic City convention and 
urged that we proceed with the plan along the line that was eventually 
worked out. 

Since the Denver hearings, a delegation from the Colorado Ute 
service area came to see me and said that the testimony did not reflect 
the feeling of the board majority. 

I first became acquainted with the serious power-supply problems in 
the State of Colorado soon after becoming Administrator of REA. 
In addition to the Colorado-Ute organization, there is a group in 
southeastern Colorado which has since received a $3 million REA loan, 
and there was a tri-State group involving systems in Wyoming and 
Nebraska as well as Colorado. 

All of these groups were wanting generation loans and I found it 
hard to understand why these power installations had not been made 
long before the problems were brought to me in 1953 and 1954. 

I am told that the Colorado Ute people were planning a G-T sys- 
tem under the name as far back as August of 1941 when the consulting 
oa they had then figured that $750,000 would take care of their 
needs. 

The 1941 group became active again in 1948 with a different consult- 
ing engineer who developed a $25 million plan. The present plan 
with still another consulting engineer took initial shape in a board 
resolution in March 1954 requesting $9.5 million for a plan involving 
50,000 kilowatts of steam-plant capacity. 

There were several meetings with the board members of Colorado- 
Ute and the managers of the distribution cooperatives forming that 
organization. 

Not only did we meet in Denver, but they came to Washington and 
visited with me and other of our people. Sometimes the utility people 
were present. 

I have already reviewed in some detail the policy factors that 
served as a background for these discussions. In addition to other 
local problems, the Colorado-Ute people were faced with a power 
shortage resulting from large uranium mining loads, which, of course. 
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nade it more than normally difficult to forecast the future loads 
curately. 

Although the members of Colorado-Ute apparently had had some 
insatisfactory experiences with the power company, I did not feel 
that this should preclude an attempt to work out a businesslike 
rrangement, 

| suggested to them that the best way to proceed, in order to insure 
the future, was to look at the past. I recommended that they visit 
the cooperative in Lowa whose — was integrated with the utility 
-ystem and lease-operated, thereby cutting down administrative costs, 
ssuring the cooperative of a market for all of its power, and at the 
sume time making firm on a long-time basis the power cost to their 
farmers, 

A representative of Colorado-Ute visited that cooperative. I never 
received a report on that visit and it wasn’t necessary. I am told by 
i member of the Colorado-Ute group that a very favorable report was 
viven to the board of directors, and that the board decided to follow 
the pattern of integration that existed in the State of Lowa, as well 
is North and South Dakota and many parts of the country. They 
proceeded to work on that basis with their engineer and the power 
‘company. 

[ might again emphasize that the Dakota and Iowa systems were 
engineered, executed, and built before 1 ever came to Washington. 

Details of the operating agreement were worked out at a meeting 
of cooperative and power-company people in Washington in October 
Ld4. 

| did not attend that meeting and neither did anyone else from my 
mmediate office. Some REA statf engineers and lawyers were pres- 
ent, both to assist the cooperative people, at their request and to con- 
sider matters that came up from the standpoint of loan security. 

They were there in a technical capacity to make calculations and 
ippraisals as to results under various proposals being discussed. 

REA made no recommendations or suggestions as to whether Colo- 
rado-Ute should accept or reject the agreement. The arrangements 
which were made were entirely the responsibility of the Colorado 
people without direction or pushing of any particular plan or contract 
on the part of REA. 

Studies made by REA as a basis for the loan show that although 
there is very little difference in estimated delivered costs of power 
between an isolated system and the integrated system finally worked 
out, there were substantial advantages in favor of the integration, 

The most important of these advantages was the increased reliabil- 
ity of service that would result from interconnection of the proposed 
transmission system of Colorado-Ute with that of the company. This 
sa very important factor in this case since the layout of the Colorado- 
l'te transmission system is such that there would be no opportunity 
for loop service without the tieup with the company. 

I have here a map showing the Colorado-Ute area and the power 
facilities existing and proposed. 

(‘The map referred to follows :) 
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Mr. Neusen. First, the area is shown as it would be with an inde- 
pendent and isolated system owned by the cooperative and not inter- 
connected with anybody. These lines shown are not those that actu: ally 
carry the power to the farms but are the high-voltage trans smission 
lines bringing power to the cooperatives’ load centers. 

Th addition to these lines, there are throughout the co-op territories 
some 2,500 miles of distribution line which operate at lower voltage 
und take the power to the nine-thousand-odd consumers served by 
these four borrowers. 
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Now, Mr. Chairman, this is the system, the Colorado-Ute system, an 
isolated system, with high-voltage transmission lines running from 
one end of their system to the other with their powerplant located at a 
central point. 

It is about 160 miles, Mr. Chairman, of transmission line. In other 
words, it would be a line that would go from here to your home in 
Philadelphia. Having lived on a farm, I know that without loop serv- 
ice all you need is to have a tree limb fall on your line and you are 
out. 

There is no way for power to come from any other source over a one- 
way system. I show you the system as it would turn out, the inte- 
grated system. 

Here is the power company transmission line. Here is the coopera- 
tive line. In the event that something happens and cuts off the power 
here, the power will flow around the other way at no additional cost 
to the cooperative itself. The integration makes for loop service which 
any utility wants and any farmer wants if he is concerned about serv- 
ice and as far as we could tell the advantage of integration and rea] 
good sound service to the farm was most important to give considera- 
tion to in this particular case. 

As you can see from this map, if there were a break in this transmis- 
sion line anywhere, a large amount of the system would suffer a black- 
out because all the power comes from one end of the line. 

When I put this overlay in place, you see the power company gen- 
eration and transmission facilities. The points where the co-op and 
company facilities will interconnect under the integration plan are 
indicated, 

Now, if there is a break anywhere along the co-op lines power can 
be fed the other way around the loop and there is very little chance 
of an outage lasting for any serious length of time. 

This type of loop service is important to utilities under the best of 
circumstances. It 1s particularly important in this case because of the 
difficult terrain, lack of roads, and severe weather, all of which means 
that it is far more costly and time consuming to maintain continuous 
service than it would ordinarily be. 

Reliability of service, as anyone who has a knowledge of farm opera- 
tions knows, is an extremely important factor in rural electrification. 
As farmers and other rural industries become more and more depend- 
ent upon electric power they become dependent upon the continuity 
of that service for the maintenance of their operations. 

For a number of years, my own farm was on the end of the line. 
Power could feed to me from only one direction. I did not have loop 
service and a limb falling from a tree meant a blackout. Now our 
system has been improved, my farm is tied in from both directions, 
and we have not had an outage of consequence for years. 

Mr. Chairman, did you ever try to milk 17 cows by hand? If you 
know what I mean, we like to have good service. 

After negotiations were completed, the operating agreement with 
the power company was adopted by the Colorado-Ute board of direc- 
tors by a 6 to 1 vote and the loan application was revised accordingly. 
The loan was made on May 25, 1955. 

Let me read the telegram I received on that date from the Colorado- 
Ite Electric Association by George G. Wilson, secretary of the coop- 
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erative, who now is also acting manager of the State association during 
Mr. Austin’s absence: 
Nuc.La, Coro. 

Our deepest gratitude and appreciation your untiring effort and devotion in 
obtaining G. and T. loan for Colorado-Ute. The economy of the last frontier 
in Colorado can now be ae to its fullest extent and take its place among 
the important areas in the Nation. Again thanks to you and your staff for 
your good work. 

; CotorApo-UTtE ELecTrIC ASSOCIATION, INC., 
GEORGE G. WILSON, Secretary. 

We certainly would have taken another look at this whole proposal 
if the responsible spokesmen for Colorado-Ute had advised REA that 
the proposal was not in accord with the consensus of the views of the 
directors and the member co-ops. Now the co-op on the one hand is 
proceeding with engineering plans, site selection, and the execution of 
binding contracts, and even manager selection, and on the other hand 
[ hear these complaints that it has been pushed into an unsatisfactory 
arrangement. 

It is now up to the Colorado-Ute board to determine its course of 
action from here on out. If they wish to meet with me to try to work 
out something possible and feasible in all the circumstances, I shall 
be happy to meet with them. Of course, the contract permits cancel- 
lation after 5 years from date of connection. 

This contract we are talking about that sets up this system provides 
that if at the end of 5 years the cooperative feels that the arrangement 
is unsatisfactory, they have every right to proceed and negotiate a 
new contract either with an isolated system or a better contract with 
the power companies. 

Mr. Chairman, I believe this statement covers in a general way the 
operations of REA in the last 214 years and particularly those mat- 
ters which have previously been before your subcommittee. If I have 
overlooked anything, I shall be glad to answer any questions and 
furnish any other information you may wish. 

Thank you, Mr. Chairman. 

Mr. Cuuporr. Thank you, Mr. Nelsen. 

The subcommittee will recess now for lunch until 2 o’clock. 

Se hereupon at 12:30 p. m. the committee recessed, to reconvene 

2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. Mr. Nelsen, 
would you take the witness chair, please? 

Mr. Austin. Mr. Nelsen, we have a few questions here that we would 
like to direct to your attention. I don’t know whether you have had 
a chance to learn from anyone here, from Mr. Aandahl or anyone else, 
about the testimony that took place yesterday, particularly in con- 
nection with the Georgia situation. 

In any event, the Assistant Secretary, Mr. Aandahl, yesterday 
testified that you had entered into the problem in Georgia to give the 
cooperatives down there a hand in trying to get their power proble ms 
worked out so that they could get that power into their own lines in 
the rural electric cooperatives in Georgia. 

Will you tell us what activity you were able to engage in there? 
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FURTHER STATEMENT OF ANCHER NELSEN, ADMINISTRATOR. 
RURAL ELECTRIFICATION ADMINISTRATION; ACCOMPANIED By 
CHRIS L. SCHULTZ 


Mr. Nersen. Yes. I suppose the committee understands that as 
far as contact with the REA directors nationwide, I have the oppor- 
tunity to visit with them, learn some of their objectives, and wha 
they are trying to do in a very close manner. In this particular cas 
I think ali of us had a good deal of discussion about the Georgi: 
situation for several years. 

Before I came to Washington I had read in the newspapers abou 
the controversy in Washington dealing with the sale of power in 
Georgia. We made it a point in REA to examine carefully what the 
controversy was about. 

Now, I had the matter analyzed to see where the obstruction was 
dealing with this sale of power. While it might appear that in some 
quarters there was the inference of a disposition to sell it one way, 
the point was that the power company had refused to wheel power. 

The preference customers in Georgia, feeling they had the right 
to buy that power, wanted to make the purchase of the power and 
were opposed to the triparty contract. I made it my business t 
examine this thing very carefully and entered into the discussion as 
much as I could and presented my opinion as to what might be worked 
out on a satisfactory basis fair to all concerned. 

Now, I don’t know what phase of it you would like to discuss, 
Mr. Austin. I will be happy to answer any question that you may 
want to ask dealing with it. 

Mr. Austin. In hight of the limited time, we will permit you to be 
quite brief, Mr. Nelsen. We realize that you are anxious to get awa) 
this afternoon. But could you describe rather briefly just what you 
did down there, what action you took ¢ 

Mr. Netsen. Yes. For example, dealing with the testimony | 
fore committees of the Congress, first the Georgia Power Co. objec te 
to provisions in contracts of wheeling that made the cooperative 
customer of the Government billed by the Government, with the eo 
pany wheeling the power. The premise was that with the extensi 
possibility of expanded hydro development in Georgia, they could 
conceivably become just a wheeling agent for a lot of power, whi 
of course, economically speaking, might put them in a bad positio! 
So they were afraid of that provision. 

The Georgia Power Co. likewise has insisted over a period of year 
that they will not deal with any entities other than the cooperatives. 
themselves. 

So the point would be to find out how some of these objections coul:! 
be met and a reasonable contract executed, because after all it isn’t for 
me or anybody else to tell Georgia Power what they must do. So the 
thing was to negotiate something that would be acceptable to all. 

My proposal was in keeping with an established policy that has 
worked well in Texas where you will find the Whitney Dam contrac 
on disposal of power. You will also find that Congressmen laser 
was a supporter of that proposition years ago, and it is a sound one. 
Mr. Wright knows all about the provisions. 

In this particular case, the power is purchased by the cooperative. 
it goes into the system of the power company which delivers firm 
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ae to the cooperatives. That arrangement is financially attra 
ive to everybody concerned because of the fact that peaking power is 
more valu: able than firm power. 

The cooperatives’ great achievement and great objective is firm 
power. But unless you have a steam plant to take care of some of these 
iIternative propositions and problems, hydro power does not produce 
ts maximum value to the people. 

Under the arrangement that I proposed, the ] ower companies would 
he 7 na position to put that power into their len for peaking, and 
the cooper: atives would be in a position to get firm power delivered 
tothem in the State of Georgia. 

[ advanced that proposition and I think that is in keeping with the 
administration policy. The administration has maintained that its 
objective is to see to it that the law is followed and to see to it that we 
do not duplicate facilities unless it 1s necessar Vy. The reason for that 
isa sound one. If we were to build all of the transmission and all of 
the generation, the cost would run too high. 

If there are existing facilities and we can make a reasonable an 
rangement, I don’t think any of us want to destroy existing fac ilitie 3. 

I tried to pattern my approach in keeping with the administration 
policy, at the same time to keep a reasonable power cost to the farmers 
of Georgia. I think if you will ask the sour atives down there, you 
will find they are very satisfied w ith the help that we have given them. 
We think we are going to work this thing out in a satisfactory manne 

Mr. Austin. You are still working with the situation ? 

Mr. Nretsen. Yes, sir. 

Mr. Austin. Mr. Aandahl left the impression, with me at leas 
and I don’t have the quotes in front of me, that the attack that you 
used first on the problem hadn't been successful, but that he and all 
interested were still working on other approaches to the problem, 
hoping to work it out. 

Mr. Netsen. Perhaps more clarification on that would be in order. 
As you know, the triparty contract was initiated years ago. I don’t 
know when it did first become a draft form of contract. As I men- 
ti ee before, the reason that was attempted was because of the fact 

le power company re fused to wheel power. Therefore, we had to 

in ind an alternative approach. 

However, as time went on and that was unacceptable, we then pro 
ceeded on a different approach. Now, the proposed contract that 
| submitted was written with representatives of Interior helping us, 
with the cooperatives from Georgia coming in with their engineer, 
we supplying engineers and attorneys to help them. 

The proposal that we submitted I think was a fairly good proposal, 
but the rate in the proposal was unacceptable to the power company. 
It wasa 6-mill rate. I think there is merit to the contract and I don’t 
think we have gone to the stage where there is no possibility of further 
consideration of it. 

The power company did not want to negotiate that contract, but 
remember this: REA, the cooperatives, and Interior drafted this 
contract. 

The power company in turn has negotiated a proposal for consid- 
eration, and both sides have negotiated and have planned and the Vy 
have made an approach to this problem. 
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I think of recent date Mr. Aandahl went to Georgia to sit down 
with the cooperatives to go over their proposition, with the idea in 
mind of working this thing out on a satisfactory basis. I have heard 
statements made by unfriendly people to the cooperatives in Georgia 
that they were trying to build an empire. That isn’t a fact; the 
are not. And I have here a letter that I would like to read, which 
I think would give the position of the cooperatives there as well as 
our position, and here it is. This is dated April 1. It is from Mr, 
Pollock. Ile says this: 

The power committee, representing the REA cooperatives of Georgia, at a 


recent meeting, fully discussed the Clark Hill power matter. We concluded it 


might be helpful if we presented to you, at this time, a statement of the objectives 
of our group. 


We are aware of the large expenditures of money which have been made in 
the State of Georgia to promote rural electrification and of the necessity for the 
cooperatives to remain financially able to repay the money that they have bor- 
rowed for this purpose. We, therefore, feel that is our duty and responsibility 
to represent these cooperatives in securing their reasonable share of the benefits 
derived from Clark Hill power. 

We wish to clearly emphasize that this group has no desire to set up a 
“power empire” in Georgia or to injure or destroy the private power companies 
in this State or to promote public power at the expense of the capital invest- 
ments of the private utilities. Neither do we wish to build unnecessary gener- 
ation and transmission facilities; however, we do stand squarely on the right of 
rural electrification cooperatives as preference customers, to purchase the power 
from the Government, and to share with the Georgia Power Co. in the benefits 
derived from the Clark Hill project. 

We firmly believe that a contract can be entered into which will fairly protect 
the interests and rights of the parties, and at the same time, be the basis of 


a full understanding and harmonious effort for the welfare and prosperity of 
the people of our State. 

We want to express to you and others in authority, our profound thanks and 
appreciation for your interest in undertaking to solve this perplexing problem 
which we desire to conclude in a manner mutually acceptable to the Federal 
Government, the Georgia Power Co., and the cooperatives. We feel that this can 
be done only through the wise and constructive leadership of you and others 
who so generously have given their time and effort. 


I merely point out this, Mr. Chairman: That here the cooperatives 
are trying and have emphasized that some arrangement can be worked 
out that is acceptable to all. I think that is important. 

Mr. Cuuporr. That letter is addressed to you. 

Mr. Newsen. Yes; it is. 

Mr. Cnuporr. You didn’t tell us who signed it. 

Mr. Netsen. It is Marshall Pollack, the chairman of the Power Com- 
mittee. Any contract that we have proposed in REA was with the 
full consent, approval, and assistance of the farmers of Georgia and 
with Interior sitting in with us. We consulted them and they helped 
us with the contract. 

Actually the impasse that we were faced with is the fact that the 
cooperative on the one hand feels that the title to power was important 
to their future, and the power company, I believe is fearful of what 
might be done by way of duplication of their facilities and destroy- 
ing their investment. It has been my purpose to try to reach a 
position of common understanding, each recognizing the other, and 
I believe we have made good headway in that direction. 

Mr. Cuvuporr. These meetings that you have had with the various 


people in the Southeast Power area, were any of them considered 
White House conference ? 
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Mr. Netsen. I don’t think so; no. 

Mr. Cuvuporr. Were any of them held over in the White House? 

Mr. Netsen. I believe that you have made some requests for infor- 
mation, Mr. Chairman, and I think that I would prefer to have the 
question answered from the people who are—— 

Mr. Cuuporr. Would it surprise you to know that Mr. Harllee 
Branch, president of the Georgia Power Co., has issued a news release 
saying he was at the White House conferences ? 

Mr. Netsen. What did he say in his news release ? 

Mr. Cuuporr. I don’t have a copy of the release, but he said he 
met with Sherman Adams. 

Mr. Horrman. I offered a copy in evidence. 

Mr. Netsen. I am sure, Mr. Chairman, anything in that release 
js not going to be good news in some camps. 

Mr. Horrman. That came from the UP. 

Mr. Cuvporr. This is a United Press release, and it is datelined 
Atlanta, and it says: 


ATLANTA—Georgia Power Co. President Harllee Branch said he and another 
power company official conferred December 20, 1954, with Presidential Assistant 
Sherman Adams about a controversial Federal power project in Georgia. 

The issue—over who is to distribute power from the huge Clark Hill Dam 
on the Savannah River—became a hot political question of near Dixon-Yates 
proportions today. 

“Chairman Chudoff’s insinuations regarding White House conferences on the 
Clark Hill matter apparently are part of a pattern of deliberate distortion,” 
Branch said. 

“While some governmental officials may be under ethical and traditional re- 
straints not to discuss their relations with the White House, we have no hesitancy 
in discussing ours.” 

The utility executive said that no one from his company attended a White 
House conference on July 15, the date Attorney General Brownell issued an 
opinion, secret until yesterday, to the effect that cooperatives must be given 
preference on Federal power and given “reasonable time” to find facilities for 
its transmission. 

Branch said that today was the first time he knew of any July 15 conference 
with Brownell. 

“We are completely in the dark as to its nature,” he said. 

He said, however, that after newspaper reports indicated that the Georgia 
electric co-ops talked with President Eisenhower personally about their ‘“de- 
mands” respecting Clark Hill power, “We asked for the privilege of also pre- 
senting our side of the issue.” 

He said the power company was advised it would be impossible to see the 
President but that a 30-minute conference with Adams could be arranged. 

Branch said “the only persons” at that meeting last December 20 were Adams, 
C. A. Collier, who had represented the power company on the Clark Hill negotia- 
tions with both Democratic and Republican administrations, and himself. 

“T undertook to inform Governor Adams of the facts regarding the Clark Hill 
controversy but was able to do so only in a very sketchy way,” Branch said. 
“This was due to the fact that our interview was limited to 30 minutes and there 
were several interruptions. 

“We felt our presentation was both inadequate and ineffective. I had the im- 
pression that Adams and others of the administration were anxious to resolve 
the issue as speedily as possible but felt they should not do so without giving 
the fullest consideration to the wishes and demands of the co-op group which 
had previously visited the White House.” 


So there evidently was a conference at which Harllee Branch was 
present, but you were not there, according to Branch. 

Mr. Jonas. Evidently the Georgia Electric Membership Corp. was 
there at the W hite House, too. I would like to see how many papers 
mention that. 
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Mr. Cuuporr (reading) : 

Soon after that meeting, Branch said, the company was informed that action 
on the power company’s proposal to distribute power for the co-ops from Clark 
Hill was being held up to allow the co-ops ‘full opportunity to be further con. 
sulted.” 

Branch said it was “ridiculous” for Chudoff and his colleagues to “Seek now 
to create the impression that anyone else, including our company, has received 
preferential treatment” because throughout the entire controversy ‘The public 
power groups have been shown a consideration and deference granted to no 
other interested party.” 

Branch said the Clark Hill debate had become involved in partisan politics “for 
no reason.” 

“We do not intend to get caught, as some of the public power zealots would 
like for us to do, in a crossfire of Democratic and Republican politics.” 

That is the end of the release. Now I have no objection to the co-ops 
going to the White House. <All I was trying to find out is who was 
there and when they were held. 

Mr. Nevsen. Well, Mr. Chairman, I think that 

Mr. Cuuporr. Evidently Mr. Branch was there and since he was 
there and he was admittedly there, I think you ought to divulge 
everything. 

Mr. Jonas. Evidently he was not there on July 15. That is the 
date we have been talking about. 

Mr. Cuuporr. Oh, no; my telegram also asked for dates of other 
conferences, plural. 

Mr. Fasceti. Mr. Chairman, I just want to point out that the news 
release is not responsive to the telegram in any way, if it was intended 
to be, and that it presumes that a conference was held on July 15, 1955, 
and I don’t think that that issue has ever been raised in this com- 
mittee. 

Mr. Cuuporr, Everybody knows there was a conference because 
there is a letter of transmittal signed by the Attorney General. 

Mr. Fasceiu. I understand that, but there is no indication it was 
held on the date of the letter of transmittal which was July 15. 

Mr. Jonas. No, it refers to a conference held that day. 

Mr. Cuuporr. Let’s see what it says and let’s not argue. 

Mr. Horrman. Is there anything improper about holding confer- 
ences with everybody that wants to that can get in there? _ 

Mr. Cuuporr. I am not objecting to that. We just want to find 
out when they were held and who was there. 

Mr. Dawson. Withholding information that the people ought to 
be entitled to. ; 

Mr. Horrman. Why don’t you get a visiting list of the President's 
guests / 

Mr. Dawson. We will ask those who know, that is the easiest way 
to get it. 

Mr. Jonas. Isn’t that right, Mr. Chairman ? 

Mr. Cuuporr. Yes, you are right. It says: 





Pursuant to our conference this afternoon. 


Mr. Jonas. The same day, the 15th. 

Mr. Cuvuporr. But my telegram to the White House asking for 
dates of conferences and who were present 

Mr. Fascexy. I stand corrected, Mr. Jonas. 

Mr. Jonas. Thank you. This statement of Mr. Branch’s, assuming 
that he is a man of veracity and his word can be accepted as truth, 
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which I assume is correct and I certainly so accept it, that explodes 
all the insinuations that came from your side of the table to the 
witness. 

Mr. Horrman. That side. 

Mr. Jonas. To the witness this morning and yesterday about the 
possibility of Mr. Branch being present at the W hite House on July 15. 

Mr. Cuuporr. I want to say this: Mr. Branch is far more forthright 
in his information than the White House is. 

Mr. Jonas. I will say this. I don’t think there was any basis on 
which the question should have been asked Mr. Aandahl. ‘There was 
no information before the committee that Mr. Branch was there. 

Mr. Cuuporr. I think it resolves down to a point that there must 
be some reason why they don’t want to tell us who was there. 

Mr. Dawson. You can ask a witness a question seeking information. 

Mr. Jonas. Well, one of the rules I learned was that on cross-exami- 
nation you are not supposed to insinuate things unless you have some 
basis for it. 

Mr. Dawson. But you have a right to ask the witness certain 
definite questions, and certainly you have got a right to question him 
about any matter that you wish to question him about that ought to be 
within his knowledge. 

Mr. Jonas. I don’t know about that. If you want to be objective 

ind fair you wouldn’t ask him if X was present if you didn't have 
any reason to believe that X was present, would you? 

Mr. Dawson. If X had something to do with the situation, I would 
ask him, and he would say yes or no, and no harm is done in telling 
the truth, if he has nothing to hide. If he said no he wasn’t there, 
that would be all there was to it. 

Mr. Jonas. I doubt it. 

Mr. Horrman. Mr. Dawson, we both know that we get along fine 
all the time. What is the object in asking about those conferences 
if all you want to know is who was present, because if you can’t, as 
apparently you say you cannot, force them to disclose what was 
said - 
Mr. Dawson. I didn’t say that. 

Mr. Horrman. What difference does it make? 

Mr. Dawson. We didn’t say that. We said that the question of 
pri vilege must be claimed by the person concerned. They may not 
claim it. You have no right to claim privilege for the President. 
He will claim it if he wishes to. 

Mr. Horrman. Do you go so far as to say that Adams can’t claim 
it for him? 

Mr. Dawson. No; I wouldn’t go so far as to say that Adams can’t, 
but did Adams claim it? You are not Adams, Mr. Jonas is not 
Adams. You are the one who is hollering about privilege all the 
time, 

Mr. Jonas. Mr. Dawson, he hasn’t had time. He has hardly got 
he telegram yet. . 

Mr. Dawson. That is why I want to give him time. 

Mr. Jonas. I would suggest we give him time before you make all 
these statements. 

es Dawson. I would suggest you let him claim his privilege and 

't claim it for him. 
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Mr. Jonas. He has my permission to say anything he wants to. 

Mr. Horrman. Mr. Dawson, do you remember when a subcom- 
mittee of our committee subpenaed Mr. Steelman to testify and Mr. 
Steelman said no? 

Mr. Dawson. He claimed his privilege. Only he could claim it, 
you couldn’t claim it for him. 

Mr. Horrman. But you said the President should claim it. Now 
you asked here, or somebody asked the Assistant Secretary of the 
subaaeen what happened, and he claimed privilege just as Steelman 

1a. 

Mr. Dawson. All right, let him claim it. Then we will ask the 
other people. He claimed it only for himself. He can’t claim it for 
the President. 

Mr. Horrman. You and I agree he can claim it ? 

Mr. Jonas. I don’t think he ought to be abused by this committee 
for claiming it if you think he has the right to claim it. 

Mr. Dawson. He has not been abused by this committee, but. this 
committee has a right to ask him questions. This committee has a 
right to draw reasonable insinuations or reasonable interpretations 
from his manner and from the things that he said, and from the things 
that he admitted that he has done. 

Mr. Fascetu. Mr. Chairman, I would like to get my point on the 
record on this question of the right of privilege to withhold. 

I grant and concede no right on the part of anybody to withhold. 
Anything that has to do with the Government’s business or operations 
from day to day does not in any way affect the national security of 
this country, I don’t think anybody from the Executive on down has 
the right. 

Mr. Horrman. Will you yield to me there? 

Mr. Fasceiy. I just wanted to state my viewpoint. I don’t know 
whether it is right or wrong, it is just my viewpoint. 

Mr. Horrman. I don’t find fault with anything you say, but aren't 
you on this committee that Mr. Moss has, to investigate that situation / 

Mr. Fascett. You know very well, since you are on the same 
committee. 

Mr. Horrman. That is what I thought. Well, then why are you 
expressing an opinion about the authority of the White House to with- 
hold information before we get the testimony ? 

Mr. Fasceuy. I haven’t. I just express my viewpoint on this par- 
ticular case on the right of the Assistant Secretary to claim the 
privilege. I don’t concede any such right. It may be, as a matter 
of law, that he has that right. As of this moment I don’t know that 
it exists. 

Mr. Horrman. Can we go ahead now? 

Mr. Cuuporr. So you say that you will not give us the information 
as to whether or not you were present at any White House conferences 
concerning the Georgia Power problem ? 

Mr. Netsen. Mr. Chairman, I did not sit through the previous testi- 
mony, and I am not familiar with all the discussion. I think it has 
been a long established rule in Government, not only in this adminis- 
tration but all administrations, as to conferences at the White House 
level, that it is not the privilege of me nor anyone else to talk about. 
It is their privilege. 
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And I would like to feel that when I come up to see you or Mr. 
ete or any one of your committee personally, I would like to feel 

at no one can ask me what you said to me, Mr. Chudof. 

“Mr. CuuDoFF. You are claiming any time you te alk to me you are 
coing to set up a privilege between Congressmen and witnesses 

Mr. NELSEN. No, I did not. I would never divulge anything that 
| thought you felt was confidential. 

Mr. Cuuporr. Mr. Nelsen, you are very anxious to abide by all the 
rules and all the laws and all the acts of Congress, aren't you 

Mr. NELSEN. Yes. 

Mr. Cuuporr. You feel as though you have been doing that? 

Mr. Newsen. Yes, I do. 

Mr. Cuvuporr. Have you ever read section 9 of the Rural Electri- 
fication Act ? 

Mr. Netsen. What does it say ? 

Mr. Cuuporr. I will read it to you: 

This Act shall be administered entirely on a nonpartisan basis, and in the 
appointment of officials, the selection of employees, and in the promotion of 
any such officials or employees, no political test or qualification shall be per- 
mitted or given consideration, but all such appointments and promotions shall 
be given and made on the basis of merit and efficiency. If the Administrator 
herein provided for is found by the President of the United States to be guilty 
of a violation of this section, he shall be removed from office by the President, 
and any appointee or selection of officials or employees made by the Administrator 
who is found guilty of a violation of this Act shall be removed by the Adminis- 
trator. 

That gives you the right to remove any are who is guilty of 
political activity, is that right? Now, do you believe you have the 
right under the law to engage in political activity ? 

Mr. Netsen. I do not engage in political activity. 

Mr. Cuuporr. Let me ask you this: I want to read you from a 
clipping that appeared in a Duluth, Minn., paper on Saturday, Sep- 
tember 24, 1955. ‘That is not too far off, and it is headlined as follows: 

NELSEN TO Meet GOP Here TopAy 

Ancher Nelsen, Federal Rural Electrification Administrator, arrived in Duluth 
ast night from Washington to meet with Republicans today on his potential 
candidacy for the 1956 Minnesota Governor race. 

And so forth. I will let you read the whole thing. Then there is 
a picture which says here: 

Confers with GOP Leaders: Ancher Nelsen, Federal Rural Electrification Ad- 
ministrator and one of the potential Minnesota Republican candidates for Gov- 
ernor in 1956, left, conferred in Duluth yesterday with party leaders and friends. 
He is shown with, from left, Mrs. W. S. Higholt, 57th district GOP chairwoman; 
Mrs. Charles Bradley, 58th district chairwoman; and Chester Burton, Duluth 
altorney. 

[ want to read you from a clipping in the Kansas City (Mo.) Star 
dated August 16, 1953, in which you made a speech at a Blue Ridge 
picnic at 7600 Blue Ridge Extension. 

Mr. Horrman. Is that a church picnic? 

Mr. Cuuporr. No; it is a GOP picnic, the 56th annual picnic of the 
Missouri Republican Club— 


drew one of the largest crowds in its history, officials said. The event started 
at 4 o’clock with entertainment, followed by dinner at 5 o’clock. P 
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Then it went on to say that you addressed the meeting. You are 
familiar with the newspaper called the Rocky Mountain News, aren't 
you, Mr. Nelsen? 

Mr. Netsen. Yes. 

Mr. Cuuporr. I read you from a clipping from the Rocky Mountain 
News, Denver, Colo., Friday, October 15, 1954: 

Ancher Nelsen, Rural Electrification Administrator, Thursday disclosed plans 


for a major $40 million expansion in REA generating and transmitting facilities 
in Colorado. 

The announcement, given exclusively to the Rocky Mountain News, comes 
after repeated Democratic campaign charges that the Republicans are out to 


“strangle” the REA program. It apparently surpasses the rosiest Democratic 
promises to Colorado. 


Involved, Nelsen disclosed, are four groups— 


and so forth, and it goes on to say you are going to spend $40 million 
on REA in Colorado. It says you can promise more than the Demo- 
crats promise. Is that political activity ? 

Mr, Netsen. Mr. Chairman, you didn’t read all the statement. It is 
not a press release, Mr. Chairman. I will take them step by step if you 
want me to explain. 

Mr. Cuuporr. Surely. 

Mr. Nexsen. I spoke at Grand Rapids here some time ago at a 
meeting, an REA co-op meeting. I stayed in Duluth overnight and 
some friends of mine that had been associated with me when I was 
Lieutenant Governor invited me for coffee in the morning. Now, Mr. 
Chairman, if you call that political activity, then all those in Minne- 
sota are in silken up to their ears, because they drink a lot of coffee. 
What was the next one? 

Mr. Cuvuporr. The Blue Ridge picnic. 

Mr. Jonas. You ate some fried chicken. 

Mr. Netsen. The picnic in Kansas City, that is 2 years ago or 
better. 

Mr. Cuuporr. August 16, 1953. 

Mr. Netsen. We have a copy of the speech, and it was good for them 
to hear it because we told them the story of REA, Mr. Chudoff, and 
I can see no political implications in anything like that. 

That is the only one that I made. You must have really searched 
because that is the only time I spoke at a political meeting of any 
kind since I came to Washington. 

Mr. Jonas. You don’t know how many detectives that side of the 
committee had out scouring the country. 

Mr. Netsen. Now, dealing with the $40 million 

Mr. Cuuporr. Let me say this to you. I have no objection to your 
political activity, and if you can become governor of Minnesota and 
you have aspirations to become Governor, more power to you, and 
you can go out and fight for that nomination, but as soon as you deter- 
mine that you are going to become a candidate for the Governor 
of Minnesota and start actively campaigning and meet Republican 
leaders for the purpose of getting that nomination, you should resign 
as Administrator of the REA, 

Mr. Horrman. Here speaks the authority. 

Mr. Nevsen. Mr. Chairman, we didn’t meet for that purpose, Is 
there anything else now? 

Mr. CHuporr. You didn’t meet for that purpose? 
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Mr. Netsen. No, sir. 
Mr. Cuvuporr. In other words, these newspaper accounts of your 
political activity are the hallucinations of some reporter who wrote 
these stor ies ? 

Mr. Netsen. I would never accuse a reporter of having hallucina- 
tions, 

Mr. Cuupborr. So that what vou were doing, you just happened to 
be at these Republican rallies or affairs ¢ 

Mr. Netsen. There was norally. 

Mr. Cuuporr. Well, you were the principal speaker at the picni 
weren't you? 

Mr. Nevsen. Oh, you are talking about the earlier one ? 

Mr. Cruporr. Yes. 

Mr. Nevsen. Well, Mr. Chairman, there are no politicals implica 
tions whatever. We will send a copy of the speech. and I am sure 
vou will agree it is a good sales talk for a good program, and that is 
rural electrification. I think that it is well that we tell the story 
of REA to the people even in Kansas City. 

Mr. Cuvporr. Supppose vou tell us about the $40 million. 

Mr. Netsen. All right, I think if vou will check the electric coopera 
tives’ State paper in Colorado—Mr. Austin would know—I think 
you will find that repeated references were made to generation in 
Colorado, that they needed it and had to have it, weren’t getting it. 

I was interviewed by a reporter. We are interviewed many times. 
Our door is always open. If you come into REA TI think you will find 
that seldom is the door closed to my office. 

A reporter I believe representing Se ripps-Howard Newspapers 
came in and wanted to know the story of REA. I gave him our record 
of performance, which was our annual report, stating what we were 
doing in the way of loan funds, generation, and so forth. He asked 
the question: Are there any generation loans before you for con- 
sideration at this time? I said, yes, there are four of them. There 
are the Tri-County, Tri-State, Southeast Colorado, and Colorado-Ute 
He asked: 

“Are you going to make them ?” 

I said, “That all depends on whether they meet feasibility standards, 
but we are going to see that they get generation.” 

“How much will it cost ?” 

I said, “I can’t tell you because we don’t know what a powerplant 
costs. It might cost $10 million, it might cost 6.” 

Now I don’t write headlines, Mr. Chairman, but I can assure you of 
this. Tri-County already has the loan to assure them the power they 
have been waiting for. 

For Tri-State, we were able to get a release of Bureau power that was 
not under contract that takes care of them until 1957, and there is a 
possibility of more release of power. 

The Southeast Colorado plant will be dedicated on the 19th of 
October. The only remaining = of those referred to is the 
Colorado-Ute, and that loan has been made. At least I made my 
promise good. It was not $40 million, but I said we will meet the 
needs, and that is what we have done. 

Mr. Cuuporr. Let me ask you a couple more questions since you 
raise that point. You made this promise of $40 million 

Mr. Netsen. We made no promise. 
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Mr. Cuvporr. You made the promise to give 171,000 farmers power 
on October 13, 1954. You issued some kind of a release on October 
13, 1954, where you were going to give the REA groups in Colorado 
some additional money, is that right? 

Mr. Netsen. Yes. 

Mr. Cuuporr. There was a lot of promising. It was 3 weeks be- 
fore the congressional elections, the Democrats were promising and 
you were promising and you were trying to outpromise the Demo- 
crats. 

Mr. Netsen. No, no, I think you are wrong. 

Mr. Horrman. That even makes Mr. Dawson laugh. 

Mr. Netsen. This discussion, Chairman Chudoff, has been a long 
discussion in Colorado. Two years ago when I came to Colorado, as 
1 said, four of these various groups came to me for power. It wasn’t 
easy to come off a Minnesota farm, come to Washington and become 
a power expert overnight, and Lam no expert. 

These problems were becoming graver all the time and we are work- 
ing on them, and I think the people deserve the assurance that we are 
going to meet that power need. We might say conversely that I be- 
lieve there were many statements in the press about that time that we 
— make them the loans, and I presume that they were political 
also. 

Mr. Cnuoporr. This is one thing that you will agree with: That the 
Tri-State loan hasn’t been made yet. 

Mr. Netson. Tri-State has not wanted that Joan as long as they are 
able to get Bureau power. The Tri-State group has made this state- 
ment repeatedly : “We do not want to build generation unless we have 


The Tri-State group are up against a power problem. There was 
a lot of Bureau power in the area that was not committed. We were 
able to get a release of that power to be fed into their system—Bureau 
power—at a very attractive rate. The Tri-State group has had no 
impediments as far as we are concerned on generation. ‘Their engineer 
is working with us all the time, and we are preparing to move on it 
when the time comes and it is necessary. 

We are also going to see if we can get more Bureau power for them, 
and if we can, that is what they want. 

I think that we have always—it has been our policy to try to help 
them negotiate successfully to get an attractive price to the farmer. 

Now one thing you sometimes forget in generation, Mr. Chairman, 
is that the man that is really stuck is the guy who pays the bill on 
the end of the line, and that is the farmer with the milking machine. 
We can’t afford to proceed without regard to the economics of things 
just on the basis of issues or ideologies or prejudices. So we are try- 
ing to move carefully and soundly. This program means a lot to me. 
It means electricity on my farm, it means power to milk my cows, to 
pump my water. It means that my son, who is in the Army and wants 
to go back and operate his farm is going to have electricity, and I 
want him to have it. 

Mr. Cuuporr. I want to get this straight in the record. That was 
— ~ May of 1955, but they haven’t gotten any money yet, is that 
right 

Mr. Netsen. The money is in REA. The loan has been approved. 
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Mr. Cuuporr. And the Southwest Colorado group, they got their 
loan in the spring of 1955? 

Mr. Nevsen. Yes. 

Mr. Cuvpvorr. And all these promises were made October 13, 1954, 
ut the loans weren’t made until some time in 1955. 

Mr. Netsen. As to the Colorado-Ute loan as far—as time is con- 
cerned—if you will check the record, there has never been a loan in 
my opinion of that magnitude that has gone through the processes of 
engineering, load analysis, cost analysis, in as short a time as that 
was done. The loan was under consideration to a point where we 
new about where the feasibility would stand. You can’t make a 
promise on anything until you know what the facts are. 

Mr. Cuvporr. Continue, Mr. Austin. 

Mr. Austin. Mr. Nelsen, we had some testimony yesterday, I be- 
lieve, continued a little bit this morning with Governor Aandahl, 
concerning an attorney general’s opinion on the tricontract proposal 
for the Georgia Power Co. Do you know what attorney general’s 
opinion we are speaking of ? 

Mr. Netsen. I know, yes. I listened to the testimony this morning. 

Mr. Ausrrn. Did you ever know of that opinion in the days gone by 
aA until today and yesterday ? 

_ Netsen. No: I had not known there was an opinion rendered. 
I a known there has been an attitude and an expression of recom- 
mendation. Thatis all that I knew. 

Mr. Austin. I am not sure I caught that last. You knew that there 
was what ? 

Mr. Netsen. An expression of recommendation, verbal or other- 
wise, I didn’t know which it was, but I did know that the recommen- 
dation had been made that we proceed as I am trying to proceed at 
the present time. 

Mr. Austin. You mean a recommendation of the Attorney General ? 

Mr. Netsen. Yes; but I never did know there was an opinion. I 
have never seen one. 

Mr. Austin. In other words, you are saying that you understand 
that the Attorney General’s opinion was a recommendation ? 

Mr. Netsen. Yes; that was my understanding. I have never seen it. 

Mr. Austin. You knew there was such an opinion in existence? 

Mr. Netsen. That’s right. 

Mr. Austin. Did you tell the Georgia cooperative people about it ? 

Mr. Netsen. Yes, I did. 

Mr. Austrx. When did you tell them ? 

Mr. Netsen. Let me see now, I can’t recall the date offhand, but I 
could look it up. I informed the cooperatives in Georgia that it 
was my understanding that a recommendation had been made, that I 
didn’t know there was an opinion. I can find the date if you want 
it. Iwas in Texas when I talked to them on the telephone. 

Mr. Austin. You say you thought it was a recommendation. Did 
you understand that the Attorney General’s opinion actually said 
that the triparty contract was not possible ; it was not legal for the 
Government to sign under the conditions under which it was then 
proposed ? 

Mr. Netsen. My answer is that it is my understanding that the 
Attorney General had recommended to Interior that they not ap- 
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rove or go on the triparty contract, and they recommended proceeding 
ona different basis. 

That is the extent of my understanding, Mr. Austin. I never have 
seen an opinoin, and that is the extent of my knowledge of it, but I 
did know that they made that recommendation. 

Mr. Austin. Did you send an engineer in your behalf into Georgia 
to work on this Georgia Power proposition, contract. proposal ? 

Mr. Netsen. I hired an engineer to help me study the proposals as 
we did in Kentucky. Frequently you find the attitudes and impres- 
sions and dispositions make it impossible to sort of solve a problem, 
I think you know, Vance, what I mean. In the Kentucky situation— 
it had been in the courts for years—we pulled in a consultant engi- 
neer without prejudice, without any knoweldge of it, to view the 
whole operation, with the idea of coming up with a fresh recom- 
mendation. My thought was that in Georgia we might proceed on 
the same basis, but never have we gone further than to have just one 
meeting, that’s all. 

Mr. Ausrin. Mr. Nelsen, Mr. Mackie you said was hired from the 
outside. He wasn’t one of your own staff ? 

Mr. Netsen. That’s right. 

Mr. Austin. You have members of your own staff who are very 
capable engineers, do you not 4 

Mr. Nretsen. Yes, we do. 

Mr. Austin. Couldn't you have used one of your own members 
for that? 

Mr. Netsen. Yes, we could, but I think it was agreed between the 
cooperatives and myself that we try to use the pattern that was used 
in Kentucky to examine the possibilities of an approach that would 
work out. Mr. Mackie’s survey, I think, has its benefits, because of 
the fact you get a new, different approach and a new point of view. 

It worked in Kentucky and it might have worked in Georgia, and 
if it could work in Georgia as well as it did in Kentucky, I am sure 
vou will agree that he earned his pay. 
~ Mr. Austin. That proposal is not the one that— 

Mr. Netsen. We never did develop a proposal under his arrange- 
ment at all. We merely hired him to examine the estimates and the 
studies that had been made. 

Mr. Austin. Have you been using him on other investigations? 

Mr. Nevsen. Only one, and that was Kentucky. 

Mr. Austin. And vou just pay him on a per-day basis? 

Mr. Nevsen. Per diem basis. 

Mr. Austin. When you use him? 

Mr. Netsen. That’s right. 

Mr. Austin. Is it true he represents quite a number of rural elec- 
tric cooperatives too? 

Mr. Neusen. Yes. In Minnesota the 20 cooperatives that I rep- 
resented also. I incidentally was a lobbyist too, once, Mr. Chairman. 
I came to Washington and represented 20 co-op groups. HLe was our 
engineer dealing with the transmission line into Minnesota, where 
we worked out the type of a contract that we were hopeful for Georgia 
where the power delivered into the State was wheeled over existing 
facilities and firmed up by the power companies at a very attractive 
rate, 
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hg He worked for us in Minnesota, and he is also project engineer on 
several projects. : 
ve Mr. Austin. Do you have any other engineers that are just on a 
I ver-day basis with you that you hire / 
Mr. Nersen. Not very many. I don’t know how many are hired 
ia on that basis, not too many. Most of our people are on our own 


stati 
us Mr. Austin. Suppose we jump how to some discussion of the Col 
orado-Ute loan. You brought it up in your statement this morning. 

| wonder if it would be all right for me to make a little background 
statement on it, and I will be very happy to have you correct me on 
t. so that the gentlemen here at the table might understand a litle 
more of the situation invelved. 

This area involved is an area of rough mountain-desert country in 
southwestern Colorado. It is now the area from which a good part 
of the uranium comes, probably the biggest supply area in the world 
for uranium. 
le These cooperatives that have banded together to make up Colorado- 

Ute have had only one power source, and that one power source has 
been the Western Colorado Power Co.. which is the wholly owned 
J subsidiary of the Utah Power & Light Co. and I might just say be- 
cause it Is Important along the way, that the same officers are found in 
both companies with a minor variation, I believe. 
S It is actually just one company; just two names on different sides 
of the State line. Its territory has been an area of considerable power 
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e shortage for the last several years. 

( Part of that has been because there has been a terrific growth in 
(| ; demand for power there for uranium mines and mills, and for all the 
f people who come in to live and work in that industry. But it has also 


been a good ranch country or farm country, though not like you are 
used to in Indiana. 

e Mr. NetsenN. Minnesota. 

Mr. Austin. Minnesota, excuse me, but it is growing in population. 
Some vears ago there were quite a few more cooperatives that were 


| interested in Colorado-Ute that where farther away from this country, 
but the Bureau of Reclamation power became available to them 1 
: or 2 at a time until at the moment there are only 4 of these coop 

| a eratives that do not have adequate power, and they are the ones who 


constitute the Colorado-Ute group making the application as you out 
lined on your map here now. 

One of the questions that is under consideration here wpon which you 
have given a statement and on which other testimony has been given, 
vas whether or not these four cooperatives wanted the sole or inde 
pendent operation of their plant. 

[ think it might be said right here that I don’t know of anyone who 
has disagreed with any of the statements you have made about the 
value of integration. I have heard no one who has disagreed in the 
slightest with the values of integration. 

The question isn’t whether to integrate or not to integrate. The 
question I think would be whether the integration must be accom- 
plished on a basis where one company is taken over by the other com 
pany as to management or whether it can be done on an arms-length 
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We had testimony here yesterday or the day before from Mr. Wright 
stating that power during the recent floods due to the hurricane in 
New E ngland was shifted clear from Kansas City to New England: 
from one company to another by displacement. But in order to have 
that advantage of integration, it wasn’t necessary that one company 
own that whole line at all. No company had operation agreements 
clear across the country. It was a case where each company had to 
deal with all of its neighbors on a businesslike basis; each as an inde- 
pendent party. 

Witnesses in Denver produced testimony and used the words that 
they felt there had been a “shotgun wedding”; that they felt they had 
been forced into an integration contract with the Western Galceads 
Power Co., for the operation of their own rural electric cooperative for 
which they were borrowing money from REA. 

Also there was testimony to the effect that cooperative witnesses felt 
that the Utah Power & Light Co. in the State of Utah was actually 
guilty of pirating territory from them for which, on the other hand, 
the cooperatives had been seeking to borrow money from REA to 
serve. 

In other words, they were saying that these power-company men 
were wearing two hats, and under one hat they were executing a 
management contract to actual y manage this rural electric cooperative, 
and under the other hat they were taking territory away from them. 

Now with that brief background statement, I would be glad to have 
you make comments as to whether or not those are the points that we 
want to discuss. 

Mr. a Well, I think I covered the shotgun wedding this 
morning. I don’t know what implications there are to a shotgun 
wedding. I suppose we should have a definition on what is meant by 
that. 

As far as I am personally concerned, I can honestly and sincerely 
say without any equivocation whatever that no one has ever said “This 
you must do.” 

The only thing that was ever told that group was that I recom- 
mended to them that they proceed very carefully. The reason that I 
recommended they proceed carefully—you have already made the 
statement, Mr. Austin—it isa rough country. It is uranium load, ~~ 
that is speculative. It is a meager agricultural area in some spots | 
believe, although it is a diversified area and a wonderful frontier. 

Viewing the speculative possibilities looking to the future, if 4 
little cooperativ es were to spend $10 million, not knowing on a 
projected basis just where they stand, they might find themselves 
ili iebasienahes tai because the feasibility and the financial stability 
of the cooperatives would be in jeopardy. 

The only recommendation that was made by myself was to call their 
attention to these things, and to recommend to them that they go to 
Cedar Rapids, Lowa, to see a plant that produces power I believe at 
any of the lowest costs in that area of the country, in a high-cost fuel 
area. 

That has been operating for a number of years. They are finan- 
cially strong. They are meeting their obligations to the Government. 
We loaned them $11 aviiion more less than a month ago. 
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Mv own recommendation was that they go look at it and they did. 
Thev never did come back to REA to tell me what they found, and I 
didn’t ask them to. 

They went back to a meeting and I understand that the recom- 
mendation that was made by the man that was there was that it was 
a fine operation. And by a vote of 6 to 1 they proceeded on that basis. 

Now I am not at all intolerant of the appraisal that was made at 
Denver by some of the Board members, because I understand that 
there has been a lot of hard work and a lot of controversy that existed 
in the past, and I can understand that there would be some feeling, 
and L have no criticism of the gentleman who might have appeared. 

But I would dislike very much to have anybody impugn my objec- 
tives, which were honorable and for the best interest of the farmer in 
Colorado. We have tried consistently to do the job in keeping with 
what we think to be right. 

\s to the power costs at that point, I believe that they were offered 
, contract at around 11 mills or thereabouts. Under the best of cir- 
cumstances to justify a loan was not easy. 

Now I have limitations and they are in the law and they should be. 
Phe Congress of the United States gives me some directives. 

[ must determine if power is available, and if it is available, what 
is the price. 

And we can’t Just make loans. The law doesn’t permit us to make 
loans unless we justify them. We felt that we came up here with a 
plan that was the strongest possible plan. The cooperatives have 
agreed to go ahead on it, and I have no information from them as a 
Board that they don’t want to proceed. 

Now the overall system that you see there we think will give them 
adequate service and dependable service. The provision in the con- 
tract says at the end of 5 years you can renegotiate. We didn’t 
want the cooperative to tie itself up on a 35-year basis on that 
contract, because very frankly we thought they could have made a 
better deal. We thought there was that possibility. 

But with a new plant going in, that does produce more power in 
the area. The power company claimed they would have adequate 
capacity for 15 years. If at the end of 5 years a better deal could 
be negotiated, the cooperative is free to do it, and if they don’t want 
to negotiate at all, they can do that also. 

So we think we are protected on all fronts, and we are sure of this: 
That the cooperative in Colorado has a plant that will financially 
stand on its feet, and we don’t need to worry about some of the 
headaches that we have had in other parts of the country. 

Now I dedicated a plant in one of the States, a brandnew plant. It 
had never turned out a kilowatt-hour. I was approached by repre- 
sentatives of four different distribution cooperatives of that system. 
hey came to me and asked me to release them from the contract to 
buy their own power. Now if we do that, there would be no security 
for the Government’s loan. The plant would stand there and who 
would buy it? There would only be one bidder. 

So we have tried to protect those things looking to the future. At 
‘l later date that same cooperative that I mentioned, the G. T. where 
the four distribution co-ops came in, came back and asked for tech- 
nical assistance from us to work out an integration. 
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By working out integration they have been able to sell the full 
capacity of both units. They have two 15,000 units. Both of those 
units put power into the system. They sell it at a very low cost, but 
it is better than standing still. 

They further have standby power when their peak capacity has 
been reached. They have a chance to rent some of their excess 
transmission lines to other utilities in the area, 

We might then proceed to East Kentucky. The East Kentucky 
Cooperative was falling apart. One of the first delegations that [ 
met when I came to Washington was from East Kentucky with 
about 50 farmers present. 

Because of the lawsuit that they were in with the power company— 
injunctions that were tying them up—they couldn’t proceed with 
construction, their plant was not in operation, they had no income, 
their transformers were standing around, their wire lying around. 
They were going downhill financially and they knew it. 

We finally got an agreement to bring everybody together. We had 
au meeting in Washington of about 50 farmers, 5 power-company 
people. We bumped their heads together a little, I suppose we could 
say that. But we did this. 

We got an arrangement worked out where this consultant engineer 
went in. When he got through, we found the cooperative didn’t 
need to build all of the transmission they had anticipated they would 
build. 

We found that they could integrate and interconnect so that the 
East Kentucky systems today have connection with TVA, with the 
Kast Kentucky Cooperative, and the Kentucky Utilities at a saving of 
33 million of transmission lines and at a reduction of power cost to 
the farmer of 2 mills. I would just like to suggest to the committee 
that you go to Kentucky, and Iam sure you will tind a lot of happy 
farmers in Kentucky because of the arrangement. IL spoke at the 
dedication of that plant, and Alex Veach, the chairman of the board, 
said, “I didn’t think we would ever make it, but here we are dedicating 
a powerplant.” 

Now their big unit went out in East Kentucky. It blew up. The 
farmers in Kentucky didn’t know it. Why? Because of the inter- 
connection; and if this unit had exploded without interconnection the 
farmers would have been milking by hand in Kentucky. 

I think we have attempted to follow the pattern that has been suc- 
cessful and not go ahead and saddle the farmer with an obligation 
and a power cost that is too high. 

Mr. Austrx. Mr. Nelsen, I don’t know of anyone who is not in 
accord with your objectives of lower cost power or who is not in ac- 
cord with the general idea of integration. 

But I would just like to suggest that we keep the answers on the 
subject—and I do this in all respect to you, sir—keep the answers on 
the subject of the Colorado-Ute. There is a lot more chance that we 
can get through here in time for you to make your plane. 

We do have quite a long way to go, and if we go into a long diseus- 
sion of the whole program over the country every time, we are just not 
apt to get through in time. 

Mr. Nevsen. I think, however, Mr. Chairman, you have got to 
inderstand the economies of it in order to get the point of the Colo- 
rado-Ute. Twill proceed. Tam all set to go ahead. 
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Mir. Horrman. Mr. Chairman, I think what counsel has said is all 
ieht, but he occupied several minutes here in a long, long statement, 
and asked for some comment from Mr. Nelsen, and the answer is found 
n page 10 of the statement that Mr. Nelsen made here. It reads this 
Way: 

Since the Denver heariug, a delegation from the Colorado-Ute service area 
came to see ime and said that the testimony did not reflect the feeling of the 
board majority. 

There is your whole answer to that long statement you made. 

a Cuuporr. Will counsel stick to the questions, and if the witness 

ll stick to the answers, I think we will get along. 

Vb. Nevsen. I agree, Mr. Chairman; I will be happy to answer any 
questions that you have. I believe that we are all le arning something. 

Mr. Austin. In following the suggestion that Mr. Hotfman made, 
| believe the statement—I don’t have it open to that page—that you 
made was that a delegation had come to North Dakota to tell you that 
the board was not in accord with the statements of the witnesses. What 
board members were in North Dakota to talk to you, sir? 

Mr. Nevsen. I should have said an individual. It was Mr. Granger 
of one of the co-ops in Colorado came to see me. 

Mr. Austin. Is he a board member / 

Mr. Netsen. I don’t know if he is, but he did come to see me and 

said that his board—he spoke for his board 

Mr. Horrman. And you might ask if the organization hasn’t passed 

resolution since of the Ute boys disagreeing with the testimony 
eiven by your witnesses. 

Mr. Cuuporr. You can ask that question when we get to you, Mr. 
Hoffman. Let counsel ask his own questions and if you want to ask 
‘hat question, that is all right. 

Mr. Horrman. I thought the staff being so zealous would certainly 
have that information. 

Mr. Austin. Mr. Nelsen, could you give us as briefly as possible 
some of the highlights of the contract between Colorado-Ute and the 
Western Colorado Power Co. for this joint operation of the plant ? 

Mr. Nevsen. Mr. Chairman, I think the details dealing with the 
contract are things that the area office should speak to. 

Now as I told you before, my discussion with the Colorado-Ute 
board was only an informal discussion in my office in which I told 
them that they would get power one way or another, but 1 recom 
mended that the »y m: ake this one examination, and from there on as 
to details of the contract, I had no part in it. 

I have a résumé here, but I couldn’t very well intelligently speak 
to engineering problems and power cos eo because it is not something 
that 1 am too familiar with. And if is agreeable with the com 
mittee, I am sure that Mr. Schultz can Sie you all the answers you 
Want, 

Mr. Cuupborr. You can bring Mr. Schultz up. I want to try to 
harrow down the issue. 

Mr. Schultz, will you come up please and sit beside Mr. Nels 
[ want to narrow down the issues. I am going to try to recall what 
was said out in Denver. ; 

My recollection is that when we had these hearings in Denver, 
you were negotiating with the Colorado-Ute for a loan. and the wit 
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nesses came and complained that you were setting up a contract of 


loan, and they were going to either accept what you wanted to give 
them or there would be no loan, and I think that is why they said 
they had to accept it; they were forced into a shotgun wedding with 
other—I don’t know whether it was private companies, I think it was 
private companies according to my recollection, otherwise they 
wouldn’t get the loan, and there was a hassle about whether or not 
they had been intimidated or something like that. 

Now I think that is the issue. Were they forced into this loan 
against their will, and why did you insist on your 

Mr. Netsen. Mr. Chairman, the answer to the question is that the, 
were not forced into that loan. They were not told that “You must 
do it this way or else,” as I said in my statement before. 

The only thing that I have ever done is to recommend what in m) 
best judgment was the best thing for the farmers in Colorado. And 
I think that is the purpose of the REA program. 

It is not that it should be exploited one way or the other, but it 
should serve the farmers of America. Only if the program is sound 
is it going to endure. 

Mr. Avsttn. Could we ask about the contract itself, addressing 
my questions to Mr. Schultz? Just point by point, give some of tli 
salient features of that contract, Mr. Schultz. 

Mr. Scuuttz. Well, some of these features are that the generating 
plant is to be built and financed by the cooperative. The facilities 
are to be operated and maintained by the power company for the 
cooperatives. The services to be provided by the company includ 
workmen's compensation insurance for the employees and publi 
liability and property damage insurance. And the cooperative 
specifies the minimum number of operating personnel assigned to 
the plant. The company will deliver power at the bus bar of the 
25,300-kilowatt plant to the generating cooperative at a cost of 3.6% 
mills per kilowatt-hour for the first 100 million kilowatt-hours 
delivered during the year. 

Mr. Jonas. Do you mean 3 cents / 

Mr. Scuvttz. 3.63 mills. The cooperative has first call on the en- 
tire capacity of the generating plant. If any power is available beyond 
the cooperative’s needs, then the cooperative may use it as it sees fit, 
and that becomes part of its pay for operating the plant. 

Mr. Austin. Did I misunderstand you? Did you say the coopera- 
tive? Do you mean the power company ? 

Mr. Scuvutrz. The cooperative has first call on all of the capacity. 
If there is any capacity after the co-op has its demand filled, then the 
company is entitled to use the balance if it wants. 

Mr. Austin. On what financial arrangement, Mr. Schultz? 

Mr. Scuutrz. There is no payment made for this power except 








through the services they give in the operation of the plant, and their 
standby capacity which they “een ide in the rest of their system. After 


50 million kilowatt-hours, I 
price to be determined. 

Mr. Austin. The power company can generate up to 50 million 
kilowatt-hours per year free except for fuel reost 2 

Mr. Scuvtrz. For its own use. I will qualify that a little further. 
If the cooperative has no use for that capacity. The only capacity 
the company gets is what is excess beyond the needs of the cooperative. 


elieve it is, they begin to pay for it at « 
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Mr. Austin. I don’t mean to stop you from giving everything in 
letail, but when you think you have hit the top ones, we can go on. 
Mr. Scuuttz. The cooperative will take power at the bus bar and 
+, | ™ will deliver it over its own transmission lines to its member coopera- 
| 4 tives for sale to its own members. The generating cooperative will 
/ » then in turn sell its power to its members at rates which will allow 
| | it to amortize its loan, pay its interest and any general administration 
2 xpenses it may have, and also the operation of its transmission line. 
; From the money collected by the power company from the payments 
t will set aside each month a sum of $1,750 for a special maintenance 
fund with which it will take care of maintenance beyond that normally 
one by the employees of the company. _ 
Mr. Netsen. If you want all the salient points, they are in here. 
| We will give to the reporter and he can copy it in if you want it. 
Mr. Austin. Those are the highlights. 
Mr. Cuuporr. As I understand, that is a sort of a résumé of the 
tract ? 
Mr. Newsen. Yes. 
Mr. Cuuporr. Without objection, let it be admitted in the record. 
(The document referred to is as follows:) 


INTS IN ARRANGEMENTS BETWEEN COLORADO-UTE ELECTRIC ASSOCIATION, INC., 
AND WESTERN COLORADO POWER CoO., SIGNED APRIL 28, 1955 


I 


lo meet urgent power needs of the area as recognized by both the cooperative 
Cl d the company, the cooperative will use REA loan funds to finance and con- 
i ruct a 2-unit, 25,300-kilowatt steam generating plant at Cortez and 164 miles 
* 115-kilovolt transmission line, substations, and related facilities to intercon- 


re with the power company at Durango and Delta. Funds are provided in the 
7 oan for a third unit of 12,650 kilowatts when it is needed. 
Lit 
6: II 
I's rhe generating plant is to be built completely independent of power company’s 
erating facilities but will be operated and maintained by power company for 
cooperative. Services provided by the company to include workman's com- 
n sation insurance for the employees and public liability and property damage 
surance. The cooperative specifies the minimum number of operating personnel 
1c t must be assigned to the generating plant by the company. 
it. 
Iit 
a The company will deliver power at the bus bar of the 25,300-kilowatt plant to 
» generating cooperative at a cost of 3.63 mills per kilowatt-hour (increasing® 
v. ) 3.93 mills after 5 years) for the first 10 million kilowatt-hours delivered during 
ne ear and 2.25 mills per kilowatt-hour for all energy in excess of that. The 
operative has first call on an entire capacity of the generating plant. If 
wer is available beyond the cooperative needs the company may use it but 
ist pay for any power use in excess of 50 million kilowatt-hours a year. Power 
pt ised in operating the generating plant is to be at company expense. 
11 
IV 
er 
aking delivery of power at the plant bus bar, the generating cooperative will 
vn, operate and maintain the transmission system for delivery and resale of 
e power to the four distribution cooperutives comprising its membership. 
on 
Vy 
e generating cooperative will sell power to the member cooperatives at rates 
ty ghtly less than they are now paying to the power company. From the revenue 
Te. 
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thus received, the generating cooperative will make its energy payments to the 
company and will pay the operating expenses of the transmission system plus 
interest and principal payments on the total REA loans. If power loads develop 
as expected or increase above expectations so that reserves accumuatle above the 
amounts needed for good business practice, the excess can be returned to the 
member co-ops in refunds or rate adjustments. 


vi 


Out of money collected from the generating cooperative, the company will set 
aside $1,750 per month in a special maintenance fund to take care of necessary 
maintenance beyond that normally handied by regular plant crews. The gen- 
erating cooperative approves expenditures from this fund. ivery 10 years the 
fund will be audited and, after all requirements are met, any money in excess 
of $50,000 repaid to the co-op. 

VII 

The combined capacity of the two systems is pooled. The co-op, rather than 
installing standby capacity with its fixed charges, will be able to use company 
facilities for normal reserve purposes such as meeting short-term load peaks, 
This service will be paid for at the rate of $18.50 per kilowatt per year. In an 
emergency caused by transmission line failure, power can be fed over the com- 


pany system into the cooperative system at three different points. During such 
an emergency free use of transmission facilities is provided. 


VIII 
The rights of the cooperatives and the company to the territory they are now 
serving is recognized and the agreement provides that neither shall invade the 
territory of the other. This would prevent so-called pirating such as has occurred 
in recent years in various areas. 


Ix 


Provisions are included to take care of conditions as wages or fuel costs in- 
crease or decrease. 


=x 

The term of agreement is 355 years. However, either party may terminate 
it after 5 years, except that the company may not terminate before the proposed 
third unit is placed in operation or the cooperation is assured of service from 
other sources. 

Mr. Austin. Explain what benefits there might be to the cooperative 
in this sort of an arrangement that could not have been obtained for 
them if they had operated their own plant and then made a contract 
of cooperation with the Western Colorado Power Co. 

I will address that question to either one of you. 

Mr. Nexsen. I will answer what I can. I think the committee 
should have this for its consideration. We are talking about the two 
different systems. One is the complete loop system. We think that 
this has much more possibility of continuity of service. It has much 
more possibility for arrangements in the event that load should happen 
to grow faster than anticipated. It has greater possibilities in the 
event the cooperative load doesn’t grow as fast as anticipated. Chris 
may have some other points he would like to call to your attention. 

Mr. Scuuurz. These are some of the factors we considered. Re- 
liability of service: that is one of the points that has been emphasized 
throughout this, that these mining loads particularly, and the farm- 
ers demand continuity of service. W ith the transmission line which 
the cooperative would have, which is the large red line on the map, 
should an outage occur or the line break at any point beyond the gen- 
erating plant, there would be no w ay to get power to the other end of 
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the system. With the interconnection with the power company it is 
possible to feed two directions if the red line should break, and it 
would be possible to serve power two ways, to serve the load. 

\ir. Austin. May Lask Mr. Schultz, you probably are the one more 
familiar with this: Are you familiar with the condition of the line 
represented by the blue line there’ I am referring to the line of the 
Western Colorado Power Co. 

Mr. Scuurirz. I have seen some pictures of it and ve had some 
word descriptions. 

Mr. Austixn. What would you say as to its condition ? 

Mr. Scuuutrz. The answer to that would be based on its actual 
operations rather than the actual appearance of it. 

Mr. Austin. Let’s talk about its operations, what is its voltage ? 

Mr. Scuurrz. Forty-four thousand. 

Mr. Austin. What is the voltage of the cooperative system ¢ 

Mr. Scnurtz. The red line is 115,000 volts. 

Mr. Austin. So there will be two different voltages involved ? 

Mr. Scuuttz. That is right. 

Mr. Austin. Isn’t it true that the blue line representing the Western 
Colorado Power Co. line is loaded to capacity ¢ 

Mr. Scuutrz. It is serving the present capacity. 

Mr. Austin. Isn't it loaded with that present capacity and not much 
more capacity could be put on it ? 

Mr. Scuuritz. I can’t answer that definitely, but I do know that is 
pretty much a line that has approached its capacity. 

Mr. Austrx. How long has it been there, do you know ¢ 

Mr. Scuvttz. I don’t know. 

Mr. Austin. From what you said—— 

Mr. Scuuttz. It is not a recent line. 

Mr. Austin. Does it go over low ground or high ground, or what 
kind of terrain does it cover ? 

Mr. Scuvuttz. Not having seen it, I don’t know where it goes, but ] 
have been told it goes over pretty rocky country in some parts. 

Mr. Austin. It would be pretty hard to service if there is an 
outage ¢ 

Mr. Scuutrz. In some places it goes along the roads. 

Mr. Austrix. What about the cooperative line, does it go into the 
high rough country ? 

Mr. Scuvutrz. It hasn’t been built yet. It is still in the talking 
stage. I have seen some of the country, and I can’t say too much for 
the levelness of that country either. 

Mr. Austin. It doesn’t go up to the high altitudes where there 
would be the snows and rock slides, does it 

Mr. Scuurrz. There is one place where it would go up to 9,000 feet. 
and they say they have 2- and 3- and 4-foot snow there. The point 
on that line is that it is away from roads. There are very few roads 
near that red line, so it would almost take an access road to be built 
by the cooperative to get to some parts of this line. 

Mr. Austin. Now, jumping directly into one of the major prob- 
lems we have facing us, what results did your own engineers come up 
with, Mr. Nelsen, when they analyzed the proposals over there as to 
the costs of power by separate operation of these electric cooperatives 
setting up their own G. and T. as compared with their cost under this 
tegration contract / 
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Mr. Netsen. That was covered in my earlier statement. That was 
this, that the costs are almost the same. The figures that we came 
up with indicated, I believe, that it was one-tenth of 1 mill higher for 
the first 8 years of its operation, but we are not comparing the same 
system. If the cooperative were to build loop service, there wouldn't 
be any comparison as to costs. I don’t know anything about that line. 
It may be old. But I have every reason to believe that any utility 
company is going to keep on rebuilding its lines in keeping with need. 

I am frank to : say the costs were very much the same and our real 
reason is more dependable service with the possibility of lower cost 
power looking to the future. 

Mr. Austin. But that loop service that you speak of with which 
we all agree is an advantage, wouldn’t that have been possible by an 
interconnection and a contract? It wasn’t necessary that it be a com- 
plete management contract whereby the power company actually 
manages the: day-to-day business of this G. and T.; isn’t that right? 

Mr. Netsen. We did not tell the coopertaive to negotiate a manage- 
ment contract. The terms of the contract were entirely their own, 
reached after a discussion with the power company. 

Mr. Austin. I would like to come to that specific point in just a 
minute, but I would still like to have an answer to the question I asked 
Mr. Nelsen. 

Mr. Netsen. And that is dealing with interconnection ? 

Mr. Austin. Yes. Couldn’t the same benefits of interconnection 
you spoke of be obtained by a contract between two entirely independ- 
ent organizations? 

Mr. Netsen. I think they could. However, I understand that as a 
background to that there was some resistance to an interconnection, 
and that was beyond our control. Chris can speak to that better than 
I can. 

Mr. Dawson. Resistance by whom? 

Mr. Netsen. From the power company. 

Mr. Austin. In the studies that you made—and I am speaking here 
from information furnished by you people at our request—you say 
that they are almost the same, and you said the cost of power would 
have been a little bit under by independent operation. If I can use 
the figures subject to your checking them later, I am sure you are 
familiar with them, that for the first 8 vears you, on the basis of the 
estimates of loads as you accepted them, figured that it would have cost 
10.19 mills, a little over a cent, fon independent operation, but the 
joint operation for those years is estimated to cost 10: 33, a difference 
of about .15 of a mill. Am I correct in that, Mr. Schultz? 

Mr. Scnuurz. Where are you reading from? 

Mr. Austin. Page 8 of your power cost study, top of the page. 

Mr. Scnutrz. What were those figures? 

Mr. Austin. 10.19 for independent operation and the joint opera- 
tion 10.53. 

Mr. Scuutrz. That is right. 

Mr. Austin. Dropping down, so you may follows it on your sheets 
there, to the bottom of the first paragraph under that, I believe there 
is this sentence: “Any increase in load grow th over the estimates would 
favor the independent operating plan.” That is there, isn’t it. 

Mr. Scuutrz. I am trying to find it. 
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Mr. AustIN. It is the next to the last sentence in the first paragraph 
under the figures we just read. 

Mr. Scuutirz. Yes, that is right. 

Mr. Austin. So it would become important in knowing just how 
valid those figures are for how much the cooperatives could bank on 
those figures—oh, say, could I ask you too: did the cooperatives know 
of those two figurse by your engineers? 

Mr. NEusEN. Yes. 

Mr. Austin. The cooperatives had these figures before them from 
your own study? 
~ Mr. Netson. Certainly. If we prepare a study and put it in writing 
and present it to them, no one can say they were not equipped with the 
facts. We gave it to them. 

Mr. Austin. Is this power study available to the cooperative? 

Mr. Scuvtrz. I don’t believe the cooperative has it. They have seen 
the figures. 

Mr. Austin. Would you care to change your answer, Mr. Nelsen ? 

Mr. NeLsen. Yes. 

Mr. Austin. They don’t have the power study / 

Mr. Scnuttz. No. 

Mr. Austin. Do they know of that sentence: 

Any increase in load growth over the estimates would favor the independent 
operating plan? 

Do they know of that? 

Mr. Scuuttz. I don’t know whether they do or not. 

Mr. Austin. It seems to me that is important on another little side 
issue on the matter of making load studies out there. I presume the 
Congressmen know what we mean. ‘The load study is the projection 
of what electrical loads might be realized out in that territory of how 
much electricity the various businesses and ranches and mines and 
inills might be using next year, and in years tocome. Would that be 
a fair statement ¢ 

Mr. Scuutrz. It isnot more than 10 years ahead. 

Mr. Austin. Not more than 10 yearsahead. Can you give us briefly 
the history of the load studies that were made in that area, either of 
you? 

Mr. NELsEN. I will pass it to Mr. Schultz. 

Mr. Scuuttz. As I recall, there was one made in September, 1953, 
shortly before I took over the area. 

Mr, Austry. Would you let me make a statement in order to save 
time and you tell me if Iam wrong? Actually, didn’t REA send its 
own men to make load studies there / 

Mr. Scuuttz. Yes. 

Mr. Austin. You don’t take the word of anybody out there ? 

Mr. Scuutrz. No. 

Mr. Austin. Three different load studies were made out there; isn’t 
that true? 

Mr. Scuutrz. I believe so. I know of two during the time I have 
been in the area. 

Mr. Austin. Let’s go to the last one now. You sent your own men 
who are experienced in that field, specialists in making load studies / 

Mr. Scuutrz. That is right. 

Mr. Austin. When that man or that crew came back with load 
studies were his figures accepted for the basis of this study ? 
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Mr. Scuuttz. They were. 

Mr. Austin. What was done with the figurse he had as to the load 
study ¢ 

Mr. Scuuttz. Would you explain what you mean, “What was done 
to his figures” ¢ 

Mr. Austin. That is not a good question. Did you accept all his 
figures as he had them in his field notes as to how much power would 
be used in that area next year and the year after and for the next 10 
years, or was a percentagewise adjustment, or some other adjustment 
made on those figures for the basis of the load study / 

Mr. Scuuttz. So far as I know, his figures were used that he sent in. 

Mr. Austin. You say so far as you know. 

Mr. Scuvuuirz. Yes; that is made up by another staff section. 

Mr. Austin. You mean there is a possibility, then, that those figures 
were adjusted / 

Mr. Scnutrz.There wouldn't have been any substantial adjustment. 

Mr. Austin. I am seeking information. I did not mean to get into 
an argument on it. In other words, you definitely cannot say they 
weren't adjusted ? 

Mr. Scuvttrz. No; I cannot say. I didn’t work them up. It is not 
done under my direction. 

Mr. Austin. Would there be anybody who could answer that / 

Mr. Netsen. No; I don’t think so. We don’t fix figures. If the 
figures came in from the field, those figures remain. I am confident 
enough of our people down the line that I am sure nobody adjusts fig- 
ures other than to use Judgment on. There is no fixing of figures in 
dealing with any of our business in REA. 

Mr. Avsriy. In order to clar ify the purpose of my statement, some- 
times it is possible that you might think that mining and milling, for 
instance, might not be as permanent out there as perhaps the man or 
crew who went out would have felt, and so it would be possible then, 
would it not, that someone in REA might have said, “You bought too 
much of the sales talk of the local chambers of commerce.” Would 
that be a possibility, Mr. Schultz ¢ 

Mr. Scuuurz. No; this is what happened. The power requirement 
study is made up on the basis of what would be conservative estimates 
of what would be realized out there in 10 years. There was a supple- 
ment, or an alternate added to this, to indicate what a possible poten- 
tial might be for this mining area. That was not considered in the 
load because we considered that the uranium mine was speculative. 
We thought the loads should be just as conservative as possible to 
protect the ae and his investment in this plant. 

Mr. Austr. I don’t wish to pursue it further, but can I say that we 
are leaving this with a little bit of doubt in favor of the fact that 
there might have been some adjustment made. 

Mr. Scuvurz. No: you cannot say it isan adjustment. 

Mr. Avstry. Whatever word you use, but the figures might have 
been— 

Mr. Scuvuttz. The figures were worked up on this basis. They were 
conservative figures and added to that was the figure which could be 
looked at as the possibility of a potential. It is right in the power 
requirement study. It hasn’t been taken out. It is still in there to 
see any time you want. 
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Mr. Austin. And going back to this sentence— 

Any increase in load growth over the estimates would favor the independent 
operating plan 

if the loads out there are actually bigger than the basis upon which 
you did your estimating here, there would be more and more financial 
advantage to the cooperatives under independent operating if they 
were to go that way; am I correct on that? 

Mr. Scuutrz. I wouldn’t want to say ves or no to that. It would 
depend on the rate of growth of these loads, how long it takes them 
to Grow. 

Mr. Netsen. It would depend on load factor. Kilowatt-hours 1s 
jot the measure. It is whether you use your capacity with a good load 
factor. Variations might ruin you. 

Mr. Austry. The load factor means the percentage of hours used 
to the total number of hours per kilowatt; isn’t that right 

Mr. Scuutrz. No; it is the ratio of the peak demand to the average 
demand. 

Mr. Austtmn. All right. I will stand corrected. 

Mr. Scuutrz. Peak usage to average usage. 

Mr. Austin. Is it good or bad? Without using a figure, isn’t it a 
rather favorable load factor as shown by your power studies here / 

Mr. Scuutrz. Well, it isno more favorable than any other G. and T. 
cooper ative we have looked at. 

Mr. Austrx. Why didn’t the cooperative know about these figures 
and this sheet? You say they knew the figures, but why didn’t they 
know about this other phase ? Isn’t it a policy to m: ake your eng! 
neering results known to the cooperatives / 

Mr. Scuvutrz. This power cost study is part of our internal docu- 
ments. They are used to justify the loan. They are not normally 
made available. 

Mr. Austin. It is an internal document. 

Mr. Scuvuurz. That is right. 

Mr. Austix. You have been familiar with the record of the hear- 
ings made in Denver. I believe vou said you hadn’t been able to find 
the time to read it all, but it had been read by members of your staff. 
You are undoubtedly familiar with the fact that some of the witnesses 
n Denver testified to the fact that they didn’t think that the intangi- 
bles in this contract offset any financial advantage. You were aware 
that that was their feeling, that the feeling of those who testified, 
anyway, were you not, Mr. Nelsen, from the hearing ? 

Mr. Nevsen. I was aware of it after the Denver hearing. There 
were never any expressions to me from anyone regarding that prior 
to the Denver hearing. I was much surprised, very frankly, because 
t was very distaste ful to me as an individual to have that kind of 
an inference spread all over the United States. 

Mr. Austin. If they were to come to you as a board now and tell 
vou that they would much prefer to go it alone, could you do any- 
thing about it at this time? 

Mr. Netsen. It all depends on their own contracts that they them- 
selves have executed, and that is our problem. But we have stood still 
waiting to visit with them to find out what they want to do. I intend 
1o go to Colorado to meet with them, and I am not going to meet with 

ust <2 people. I want every director on those boards to be there 
vhen I come. 
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Mr. Austin. How soon are you expecting to meet with them? 

Mr. Netsen. | couldn’t answer the question because I do have these 
regional meetings. ‘There are five left which take me to Florida and 
to Riverside, Calif., and I have to go out to Colorado very soon on 
other business. It is a rough schedule, but I am awaiting some report 
from them. 

Mr. Austin. And at that time, if it is decided that they would like 
to have you check into the possibility of an independent operation, 
what would happen? Would you be able to use the figures that you 
have? Would you have to start way back? What would happen‘ 
Suppose for the moment they can take care of their contractual obli- 
gations out there, what would be the time element involved in get- 
ting a new loan, so they can build a plant? 

Mr. Netsen. I imagine we would have to estimate that by esti- 
mating how long it took to negotiate this one, which was, I suppose, 
altogether about a year. 

Mr. Horrman. May I ask him a question, Mr. Chairman, right 
there? 

In view of the fact that you say you are going to attend these meet- 
ings of the cooperatives—— 

Mr. Netsen, I intend to give them an opportunity to meet with me. 

Mr. Horrman. In view of the fact that this committee has been 
holding hearings and what was said about political activities, aren't 
you going to be hindered in your talks with these cooperatives ? 

(Discussion off the record.) 

Mr. Horrman. It ought to be on the record. I gathered that there 
was an intimation that you were talking politics and you ought to 
resign. I don’t think you ought to. I don’t have anything to say 
about it. I don’t want you to get into a position where you will be 
subject to criticism. 

Mr. Netsen. I think I will get along all right without any problem. 
We try to proceed in our operations without regard to what a man’s 
politics are. 

Mr. Horraan. There is that first amendment about free speech that 
you might rely on. 

Mr. Austin. You stated in your report that last year you had 
made—I don’t remember whether you had an exact figure—$16714 mil- 
lion in REA loans. I have before me a sheet which I will pass to you 
to look over which I will submit for the record. It is a showing of 
the appropriations, budget requests and the amount of loans that have 
been made for the last several years by a breakdown, a chart type with 
which you are familiar. I wonder if it wouldn’t be interesting in light 
of the fact that you pointed out that figure as being larger than the 
last few loans, to point out that for fiscal 1955 you loaned $16714 mil- 
lion. The budget request that was made of Congress was for $55 mil- 
lion new funds and $35 million old funds, with some carryovers, and 
rescissions that would bring $140 million as the total. But Congress, 
over and above the budget request, raised the 1955 regular funds 
requested to $135 million—this is for fiscal 1955—so that actually 
there was $221 million available for loans. There would only have 
been $140 million available for fiscal 1955 if Congress hadn’t upped 
the budget request ; isn’t that correct, Mr. Nelsen ? 
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_ Neutsen. You are not referring to a contingent fund that the 
gress makes available to us on which we m: iy draw if we wish? 
Our estimates are made on the basis of surveys that we make and the 

tail of dollar figures are not—I didn’t ok on that before I came 

_and I frankly couldn’t recall all the facts. But I do know that we 
lid wind up with $56 million left over this year. I do know that the 
ntingent fund can take up the slack any time that we do not esti- 

ate accurately, and that is what it is for. I think the Congress in 
their wisdom made that contingent fund available. This year we 
ave $216 million in available ‘funds plus $100 million contingent 
funds. We estimate this next year at $185 million. We may be mis- 
taken. We don’t know. We may miss. But we have to justify our 
gures and we try to. 

Mr. Austin. I would like to ask if you and Mr. Schultz would take 
a look at this. It shows it for fiscal 1954, 1955, and 1956, and with the 
privilege of correcting this after you make investigations in your own 
office if necessary, that it be then submitted for the record. 

The figures as shown for loans for fiscal 1954 are $167 million; for 
scal 1953, $165 million, but it shows how the money was requested 
by the budget, and then each time that Congress raised the budgetar y 
request, and that each time you actually loaned more money than 
would have been available if it had gone through Congress on the 

budgetary request without the increase that Congress gave to it. 

Would you care to look this over? 
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\Mir. NELSEN. We will take it to the office and have Bob Partridge 
look it over. We will give you the figures. 

Mr. Dawson. Do you agree that that position has been taken by 

» Congress that he stated / 

ie NELSEN. | agree that the Congress has made adequate funds 
available for this program at all times. 

Mr. Dawson. Don’t you think that Congress did that because they 

wanted you to have the ne ‘essary money in order to promote these 
Cooper atives, Which would bring electric ity to the people who didn't 
have it¢ 

Mr. Nevsen. I agree. 

Mr. Dawson. And then, do you agree that that blue line there is 
an old line, one circuit, loaded to capacity 4 

Mr. Nevsen. I do not, because | don’t know anything about the 
line, sir. I presume that the line, like any utility system will be ex- 
panded as needs expand. 

Mr. Dawson. I am talking about the one owned by the private 
company. It hasn’t been expanded. It is old now. So we don’t 
think it is going to be expanded. But you are about to turn over 
to them this new plant that you are building for these cooperatives. 
You are about to have a shoteun wedding, as you called it. 

Mr. NELSEN. The witnesses called it that, not I. 

Mr. Dawson. The witnesses called it a shotgun wedding. They 
think you have forced them to do business and turn over what ought 
to be theirs to this old existing power company, and that was not 
Congress’ intention. Congress did not have that purpose in mind. 
It tried to cure the situation when it increased these funds over and 
above your own estimates. 

Mir. Neusen. Mr. Dawson, we are not forcing the cooperative to 
proceed on any one basis. The cooperatives made their own investi 
cations. They made their own decision ot never at any time have 
we said, “You must do this.” I believe it s being unfair to me to 
sav that. I don’t think it is accurate. 

Mr. Dawson. I am only giving you my own personal deductions. 

Mr. Netsen. That is fair enough. You base that on what you heat 
| sometimes I have misinformation, too. 
Mi. Dawson. | have sat here and listened to the witness and read 
the record. The only place the ‘Vy can come and comp rh: ain will be to 
the Congress, and this committee. They have come to the Congres 
and complained that in your carrying out the duty that you had to 

vard them, as outlined by the Congress, you have used methods to 
vibes them into the hands of this existing power company in order 
to get what Congress intended they should have. By doing that 
vou are turning over the benefits of the mone y that you are giving 
to these cooper: atives to this old existing sarap and it seemed 
to me to be a pattern. We find alw: ays you have to force these co- 
operatives, to do business with the priv: ite utility onbentes, if they 
are going to get anything that Congress intended you to get. 

I may be wrong, but that is a logic al cone lusion to be drawn from 
evidence that is being presented to this committee here, even to the 
extent of ignoring an opinion of the Attorney General. It just 
doesn’t seem to make sense unless each person, each administrator 
is going to set himself up as the law, do only what he wants to do 

n the way he wants it done. 
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Mr. Netsen. That is not accurate. Will the gentleman yield to 
questions ¢ 

Mr. Dawson. Yes. 

Mr. Cuuporr. Did I understand you to say that when Mr. Dawson 
raised the question about that blue line being an overloaded and old 
line, you didn’t know anything about it? You hadn't seen it? 

Mr. Netsen. I had not seen the line. 

Mr. Cuuporr. Don’t you think it is your duty as administrator, if 
you will force some cooperatives to go along with your blue line sys- 
tem, that you ought to be able—— 

Mr. Netsen. | would be a busy man if I were to inspect lines all 
over the country. 

Mr. Cuuporr. Mr. Schultz is an engineer and he says he hasn’t seen 
it either. Certainly you are not trying to sell them a pig in the poke, 
are you? 

Mr. Newsen. No, we are not. 

Mr. Cuuporr. Has anyone seen it in REA? 

Mr. Dawson. How can you determine what is the best thing to do 
if you don’t know anything about it? 

Mr. Netsen. Our staff engineers have been on the scene and worked 
with them. We have people in the field, Mr. Congressman. 

I would like to ask one question. 

Mr. Horrman. I have a point of order. 

Mr. Dawson. I do not think and I would not expect you personally 
to go and do it, but if you are provided with those whose duty it is to 
go and do it, then their knowledge becomes your knowledge, and you 
act on their knowledge. You cannot claim lack of knowledge when 
you have a staff to do it. 

Mr. Netsen. My field engineer—— 

Mr. Horrman. A point of order has been raised. Mr. Dawson 
made some very serious charges against the gentleman. I submit he 
should be permitted to answer Mr. Dawson at the time the charges 
were made. Much of it otherwise is forgotten, and it stands uncon- 
tradicted. 

Mr. Dawson. My conclusion is arrived at from the evidence we 
heard. I may be wrong. When we see this pattern worked out, it is 
logical to reach a certain conclusion. 

Mr. Netsen. Mr. Chairman, has the committee been certain whether 
or not the gentleman who spoke in Denver spoke for the majority 
of the board ¢ 

Mr. Cuuporr. I don’t know whether he spoke for the majority of 
the board. I will have to look in the record to see whether he was 
there on his own. I presume he was there as chairman. 

Mr. Horrman. He spoke as chairman, if you are referring to Mr. 
Meaker. 

Mr. Dawson. I understand there are some witnesses from the co- 
operatives. Wecan hear from them. 

Mr. Jonas. We heard from them in Denver. 

Mr. Dawson. I understand there are some who were present. If 
I am wrong in my deduction, I would like to know it. 

Mr Horrman. They flew some in. 

Mr. Dawson. Whom do you mean ? 

Mr. Horrman. At the committee’s request. 
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Mr. Dawson. The committee will get information wherever we can 
vet it. If it is necessary to fly them in, we will do that. If we have 
‘9 sail them in, we will sail them in. We want information. We are 
not taking their word on it. We are taking the word of those who 
ire experienced in it. 

Mr. Horrman. You weren’t there at Denver. I was. I had to go 
‘o the back of the hall and pick out two witnesses and beg the com- 
mittee for 7 minutes to get them before the committee, because it was 
} contradictory to the other witnesses. That is the way the committee 
gets its witnesses. I will get a dozen of them if you will let me. 

Mr. Dawson. Fine. 

Mr. Nevsen. Dan Hunter is on the board of directors. He is an 
old man, an honorable person. Ie said he would come to Washington. 
He said that never at any time did you tell me, and I was on the com- 

nittee that came to Washington, that we must do this. If a decision 
was made, the cooperative made the decision. The only thing REA 
ever did was to recommend they use their best judgment with firm 
consideration of the best interests of the farmers in Colorado. We 
have never told that committee, “ You must do this.” 

Mr. Dawson. Are cooperatives made up of farmers ? 

Mr. Netsen. No. 

Mr. Dawson. They are not? 

Mr. Netsen. No. In Colorado? 

Mr. Dawson. Yes. 

Mr. Netsen. Yes; sure. 

Mr. Dawson. Don’t you think they would know what was best for 
them ? 

Mr. Netsen. It hasn’t been determined, Mr. Congressman, whether 
this gentleman spoke as representing the points of view of the major- 
itv. Idon’tknow. Ihave noidea. Iam waiting to hear from them. 
Lam perfectly willing to talk to them. But they made the decision 
without me ever being close tothem. Never has any one of our people 
intimated to them or suggested to them, “ You must do this.” 

[ am just sorry, Mr. Chairman and gentlemen of the committee, that 
we seem to be disposed to leave an erroneous impression. I can honest- 
ly say, without any fear of contradiction, that never at any time have 
we in this agency attempted “shot-gun weddings.” 

Mr. Cuuporr, What I cannot understand is how you could agree to 
loan hundreds of thousands of dollars, millions of dollars of taxpayers’ 
money to a cooperative who is going to go and get the right to use 
electricity over an overloaded line that is very old. It seems to me you 
would be better off to investigate and invest in a new enterprise rather 
than fixing that line up to carry new electricity. 

Mr. Nevsen. If we did that, the overall capital investment would be 
‘0 great that you wouldn’t come up with 9-mill power. You would 
come up with 15- 7 power. There isn’t any question about it. 

Mr. Cuuporr. I don’t know. Iam far from a power expert. I am 
earning every day. Your own study by your own engineers said in 
exact words that it would be cheaper to have independent operation. 
Maybe I don’t know what I am hearing here today. Do you want me 
to read that sentence ? 

Mr. Netsen. You are talking about two different systems. The 
committee maintained that that other system, the blue line, is over- 
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loaded. You are talking about 1 line in 1 case and about the com. 
pleted loop service system in another. It is true that our figures com.- 
paring costs, 1 with the loop service, 1 with an isolated system with | 
line, came up alike. If you put your own loop service in there, your 
costs would be extensively different. Remember this, that at the end 
of 5 years if this doesn’t work out soundly, they can renegotiate a con- 
tract. We have cooperatives with a 35-year contract that they cannot 
change. 

We have many of them because of the fact that they do not have 
some of these advantages, just cannot do anything about it. They are 
stuck for 35 years with millions and millions of dollars of investment, 
and that power costs are high. Ata meeting in St. Louis some of the 
Missouri cooperatives came to me. They are losing their customers 
because their rates are too high and they cannot do anything about it 
because their system is isolated. They have a powerplant which has 
capacity that they don’t need at the present time, but they plan for 
the future. So they have to install capacity to meet expanded needs 
because you cannot install a turbine in 6 months. The result is they 
have power that has no market. 

Mr. Cuupvorr. What has that to do with Colorado-Ute? 

Mr. Netsen. It has everything to do with it. 

Mr. Cuuporr. The physical factors in the St. Louis cooperatives 
has nothing to do with the physical factors involved in Colorado-Ute. 
You have a different terrain and a different problem. You said the 
independent operators would have no difficulty integrating with the 
private company when you started out. When we got to the question 
whether it was a new or old line, you said you hadn’t seen it and 
didn’t know anything about it. It doesn’t make sense to me how an 
Administrator of REA can go to a cooperative group and say, “Gen- 
tlemen, this is the way we want you to do it,” when you don’t even 
know what they are getting when they are getting it your way. 

Mr. Netsen. I did not say, “This you must do.” I want the record 
straight on that. If you want to make the charge, that is your privi- 
lege. 

Mr. Cuvporr. I am not charging you with anything. I am trying 
to find out what this is all about. I am trying to get the facts. You 
are the power expert, not I. I read this in your own document, and 
then you say you are not in favor of operating an independent plan. 
I don’t see how you would be conscientiously for a plan that doesn’t 
favor independent operation when it is cheaper by your very state- 
ment here which says: 

Any increase in load growth over the estimates would favor the independent 
operating plan. 

Mr. Horrman. When do we get a chance at the witness? 

Mr. Dawson. I yield to my distinguished friend. 

Mr. Horrman. I feel honored. 

They have been talking about this “shotgun wedding” and this 
“blackjack wedding.” Those are expressions thrown in for effect. 

As I read your statement—and if I am not right, correct me—the 
reason you wanted these cooperatives to deal with the local power 
companies and private power companies, rather, was that was the only 
way their customers, the people who actually used electricity, could 
get it in many cases. 
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Mr. Netsen. Half of our cooperatives buy their power. They have 
no other source of power. 

Mr. Horrman. What is that? 

Mr. Netsen. Half of the cooperatives buy their power. 

Mr. Horrman. They have to have the help of the private interests 
in order to use it ? 

Mr. NeELsEN. Yes. 

Mr. Horrman. Is there anything else except that situation that in- 
fluenced the suggestion that the contracts be made that way? 

Mr. Netsen. Well, we proceed with the idea of doing the best we 
can for the cooperatives, all factors considered. 

Mr. Horrman. And your experience, as I get it, demonstrated, un- 
less they did deal with the private companies, they couldn’t serve the 
veople. 

Mr. Netsen. Not in all cases, but there needs to be some intercon- 
nection for continuity of service. Anybody who is in the power busi- 
ness knows that. This case is no different than all the rest of them. 
This very arrangement here is no different than many that Mr. Wick- 
ard effected, and they all working. That is what soldme. You might 
go to North and South Dakota or Iowa. You can go to almost any- 
place in the United States and some of the best operations in REA 
under the previous administration are operations similar to this. 

Mr. Horrman. Did any of the Senators from Georgia or Members 
of the House from Georgia complain to you about that Georgia 
situation ? 

Mr. Netsen. No. 

Mr. Dawson. Only the people complained to the committee. 

Mr. Horrman. You don’t mean those Democrats in Georgia in the 
House and Senate aren’t concerned about this? 

Mr. Dawson. I was born in Georgia. 

Mr. Horrman. That wasa longtime ago. You don’t want the record 
to carry the thought that those Representatives and the two Senators 
didn’t do their job ? 

Mr. Dawson. No. It is our duty to do that job. 

Mr. Horrman. Why, if it is such a bad situation down there, didn’t 
they complain about it? Why did they wait until the committee coun- 
sel dug it up ? 

Mr. Dawson. We are the Government Operations Committee, and 
we operate on the Government. 

Mr. Horrman. I think that is the most informative statement that 
has ever been made about the activities of this committee. You oper- 
ate on the administration even when the President is on his back sick. 
You get aman down and then jump on him. 

_ Mr. Dawson. Any time an investigation has to be made, you can only 
investigate those in power. 

Mr. Horrman. Thank the good Lord the President himself doesn’t 
know what you are up to. 

Mr. Dawson. We know what we are up to. 

Mr. Horrman. Do you think he would listen to this committee? He 
would be a bigger dunce than I think he is. 

Mr. Dawson. We are trying to get the benefits of this Flood Con- 


re Act without turning it over to the subsidiary of the Dixon-Yates 
qdeal, 
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Mr. Horrman. You got the vote in Georgia. Why don’t you go 
over to Chicago ? 

Mr. Dawson. Well, we will go everywhere that the Government 
is using the people’s money to establish benefits that should go to the 
a om and isn’t going there in conformity with the desires expressed 

y Congress. 

Mr. Horrman. And use the people’s money to carry the Congress- 
men, of whom I am one, around the country on junkets. 

Mr. Dawson. That is right, because we save the people millions of 
dollars by doing it. 

Mr. Netsen. I would like to just insert some figures here that we 
made a study in Georgia as to what would be necessary in the event 
we proceeded with generation-transmission. Thirty-nine cooperatives 
in Georgia would be—— 

Mr. Cuvuporr. Mr. Nelsen, I don’t want to cut you off. I thought we 
were all through with Southwestern Power and Southeastern Power. 
I thought we were talking about REA and the Colorado-Ute sit- 
uation. If you have any contribution that is going to help the Georgia 
cooperatives get the power they are entitled to under section 5 of the 
Flood Control Act I will be very happy to listen to it. 

Mr. Netsen. This relates to the problem. It would take $75 million 
of transmission and generation facilities in Georgia were we forced to 
operate independently. We have to find a middle-of-the-road solution 
which we are trying todo. I think this committee is perfectly sold on 
the idea that we are trying to do something. I have done my best, and 
I intend to keep on doing my best for it. 

Mr. Dawson. I think you are good Administrator. 

Mr. Austin. What do your figures show that the Western Colorado 
Power Co., Utah Power Co. will net per year? What will be their 
net for the operation of Colorado-Ute? 

Mr. Netsen. That will depend on the backup power in their own 
system. That will depend on what the cooperatives need or don’t need. 
It is impossible to estimate exactly. 

Mr. Austin. You do have some estimates in your calculations? 

Mr. Netsen. I don’t think we do. I am sure you could figure out 
some kind of an estimate, assuming certain factors which probably 
would vary. It is an intangible thing altogether. 

Mr. Austin. The figure of $90,000 per year was used in Denver. 
Would you say that is reasonable ? 

Mr. Netsen. I don’t know where it was quoted from. 

Mr. Austin. It runs in my mind that it was quoted from Western 
Colorado Power Co. 

Mr. Netsen. I don’t know. 

Mr. Austin. The figures I quoted a minute ago were not his figures. 
He didn’t have anything to do with the figures. 

Mr. Netsen. I wouldn’t know. 

Mr. Austin. Who does? 

Mr. Netsen. The figures in the power-cost study ? 

Mr. Austin. That is right. 

Mr. Netsen. That is correct. Those are our figures. If you will 
check my testimony, you will find we have missed by a certain per- 
centage, but we have been closer by far than the project engineers 
because we haven’t had anything to sell. 
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Mr. Austin. What is the value of 50 million kilowatt-hours of 
electricity? I picked that figure up because Mr. Schultz stated a 
few moments ago that under this power contract Western Colorado 
Power Co. will operate this facility completely—they have the super- 
intendency of it—they hire the men. It is paid for by the coopera- 
tives, but the power company will fully operate the plant. After 
the cooperatives’ needs are met, they have the right to generate for 
their own use 50 million killowatts per year if there is that much 
capacity left, free of charge; am I correct? 

Mr. Scnurrz. That is right. 

Mr. Austin. What is the value of 50 million kilowatts per year to 
the Western Colorado Power Co. ? 

Mr. Scuuurz. I don’t know. 

Mr. Austin. What has the Western Colorado Power Co. been charg- 
ing the cooperatives of that area for power? 

Mr. Scuvutrz. They have been charging in accordance with their 
resale rate, which is filed with the Commission. 

Mr. Austin. What are those rates? You are familiar with them; 
are you not? 

Mr. Scuuttrz. I would have to get them. 

Mr. Austin. They are above a cent per kilowatt-hour; are they not? 

Mr. Scnuttz. The average to the co-ops is a little over a cent. 

Mr. Austrn. What is 50 million kilowatt-hours at 1 cent worth 
per year? It would be a half-million dollars; wouldn’t it? Would 
you care to figure it quickly ? 

Mr. Scuuttz. I would have to figure it up. 

Mr. Austin. Out of that figure, half a million dollars, the Utah 
Power & Light would pay for their own fuel. 

Mr. Scuuttz. The Utah Power & Light is not involved. 

Mr. Austrn. I meant the Western Colorado Power Co. They 
would pay for its own fuel on the generation of that half-million 
dollars worth of power. 

Mr. Scnuurz. That is right. 

Mr. Austin. What is the average fuel cost in a modern plant such 
as would be built here? 

Mr. Scuurrz. We calculate around 2 mills. 

Mr. Austin. So that is one-fifth of that, which would be $100,000, 
which they would absorb themselves. Meaning they would take from 
that plant $400,000 worth of power at the rates they have been charg- 
ing the cooperatives. Am I right in that calculation? 

Mr. Scnurrz. From the way you have gone at it; yes. 

Mr. Austin. Isn’t that right on the basis of the possibilities under 
the contract ? 

Mr. Scuutrz. Yes. 

Mr. Austin. Mr. Nelsen, I have before me a copy of a telegram that 
went out from Rural Electrification Administration over the signa- 
ture of a Fred Hamlin, dated July 15, 1955. It is addressed to Mr. 
A. A. Merrill, vice president, West Side Electric Irrigation Co-op, 
Ine., Idaho Falls, Idaho. 


Re our phone conversation July 14 with Mr. Jerman, following requirements 
must be met before consideration can be given to your loan application: 

(1) As proposed area is within area of Utah Power & Light Co., agreement 
must be reached with the company as to area to be served by each and certified 
copies sent to RBA. 
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The others are unimportant, but I will read them. 


(2) Must have statement in writing from wholesale supplier that firm power 
will be available for cooperative needs. 

(3) Copies of rate schedules under which wholesale power will be delivered 
to cooperatives. 

That is the full telegram. Signed: “Fred Hamlin, Rural Electrifi- 
cation Administration.” 

No. 1 is interesting. It says: 

Re our phone conversation July 14 with Mr. Jerman following requirements 
must be met before consideration can be given to your loan application: (1) As 
proposed areas within the area of Utah Power & Light Co., agreement must be 
reached with the company as to area to be served by each and certified copies 
sent to REA. 

Do you mean that you clear these things with the power companies 
in the area ? 

Mr. Netsen. The basis of any loan is for the area to be served to be 
cleared up because we want to know their territory. If it isn’t, the 
feasibility would be immediately destroyed. In some cases where 
raiding of areas takes place, we have found cooperatives in trouble. 
We try to determine the areas and make them secure for the coopera- 
tives, so they have income on which feasibility is established. I have 
never seen the telegram. I don’t know what the regular routine of 
approaching these problems is. Mr. Hamlin has been with REA for 
years and years. I don’t know about the detail. Maybe Mr. Schultz 
can speak to the point more intelligently than I can. I have never 
heard of this. 

Mr. Jonas. Was that matter gone into in our hearings? 

Mr. Dawson. No, sir. 

Mr. Jonas. I submit that Mr. Nelsen ought to have been furnished 
a copy of a telegram in advance of today so he would have an oppor- 
tunity to answer this question. 

Mr. Cuuporr. He can answer that question later. 

Mr. Netsen. We will submit the details later. 

Mr. Cuvporr. You can resort to your files to answer this. 

Mr. Netsen. Surely. We will submit the details on this later. 

(The information supplied by Mr. Nelson is as follows:) 

Territorial matters are not cleared with the power companies in the area. 
Information developed by the REA field representative in this instance indi- 
eated a possibility of duplication of existing facilities which required clarifica- 
tion. In the telephone call from Mr. I. D. Jerman, engineer for the applicant 
cooperative, to the area office on July 14, 1955, Mr. Jerman indicated that he 
knew of the company’s willingness to meet all requests for service in this area. 


Since REA had information indicating that some of the consumers proposed 
to be served by the new cooperative might already be receiving service from the 
company and since it appeared that there were existing company facilities in 
the proposed cooperative service area, Mr. Jerman was requested to clarify the 
respective areas of service so that any question of duplication could be resolved. 


Mr. Austin. I have here before me the correspondence which was 
turned over by Rural Electrification Administration in response to 
a letter which was sent to you, and so that everyone may see what 
the letter was and you, Mr, Schultz, would you want to take a couple 
of these copies down with you? This was a letter that was addressed 
to Mr. Ancher Nelsen, Administrator, Rural Electrification Admin- 


istration on September 28, 1955. It was signed by Mr. Chudoff 
as chairman of the committee. 
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In connection with the hearings of this subcommittee which were held re- 
cently, it becomes necessary to ask you to provide for the use of the members 

f the subcommittee and staff, the full correspondence (including memoranda) 
hetween Rural Electrification Administration and the Utah Power & Light Co., 
Western Colorado Power Co. and/or any other power company or representative 
concerning the Colorado-Ute Electric Association and its loan application, in 
the formative stages and after submission. 

Such correspondence and memoranda is requested from January 1, 1953, to 
er the intent to ask for all correspondence and memoranda of phone calls 
or conferences between REA personnel and any and all investor-owned power 

mpanies, within the dates specified, that would have any bearings, direct 
or indirect on the Colorado-Ute Electric Association, in any REA file, including 
that of the Administrator. 

We will need to have this not later than October 5, 1955. 

In response to that letter we received a file of photostated material 
ind some original material. The reason I have read the letter is to 

te that a number of the letters in here—and I have them here and 
we can go into them if we need to, but I don’t think that 1s the point, 

f it does become necessary I will refer to them exactly—a number 
of the letters in here from Western Colorado Power Co. mostly to 
you as the Administrator show no answer of any kind whatsoever. Ob- 
viously they are letters that would have been acknowledged or an- 
swered in some manner. In the reading of the letter you will note 
that the chairman asked for phone-call memoranda. We were not 

furnished with any phone call memoranda of any kind. I would 
like to ask what was the method of acknowledging these letters. 
What steps took place in between the letters that were coming in con- 
cerning the Colorado-Ute loan from the Western Colorado Power Co. 

Mr. Netsen. Dealing with letters, I think Mr. Samenow is here. 
We asked him to gather the information you asked for. I had 
nothing to do with the gathering of the information. So far as I 
know, everything is complete. Dealing with memoranda on phone 
calls, I keep none. I do not believe people would like to have me 
sitting with a tape recorder when they call me on the telephone. I 
have no secrets. If there are any questions you want to ask, go ahead. 
But we have withheld no information of any kind. The only in- 
formation that has always been regarded as sort of inside is memo- 
randa from cooperatives that reveal some of their business operations, 
and things of that kind which we think should be kept rather in the 
family. 

We might have correspondence dealing with cooperatives that deal 
with their financial problems. We don’t think we should advertise the 
business of the cooperatives that we represent. If there is any infor- 

mation that you still want that we have inadvertently omitted—I be- 
lieve we have withheld none—we will submit it. I had nothing to do 
with the examination of the files and, frankly, I don’t write many 
letters, 

Mr. Austin. We had asked for any telephone memoranda. There 
are steps that are missing. The cor responde nee is one-sided to a great 
extent. Obviously there was the other step in each case. We felt 
there was no intention to withhold answers that REA made, but we 
have nothing in there to show what statements REA was making back 
to the Western Colorado Power Co. in connection with the corre- 
spondence. 





1492 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Nersen. I think there were none. The power company peo- 
ple came in to REA to sit down with us. They would like to sell the 
power. But there has never been any negotiation of any kind that the 
cooperatives are not in full understanding of and full knowledge of, 
If a representative of any utility company comes in to see me about 
a problem of one of the cooperatives, I call them on the phone and say 
that Mr. so-and-so was in here. There is no misunderstanding on how 
we approach it. Quite frequently people seem to gather if you have a 
meeting, something is wrong. We try to keep our problems on top of 
the table. 

Mr. Austin. I apologize for not makinug my former statement 
clear. Isn’t there an acknowledgment of letters that come in? If 
there are a number of letters from the same source coming in indi- 
cating a continuous correspondence, and there is no letter in the file 
acknowledging those letters, obviously there is a step in there that is 
missing. 

Mr. Netsen. I haven’t read the file myself. I don’t know if there 
are any things missing. To my knowledge you have everything. If 
we have missed anything, it is not intentional. 

Mr. Austin. I have here one document furnished by REA. It is 
entitled, “Notes on Meeting of Colorado-Ute Association and West- 
ern River Power Co. Held in Western Colorado Power Co. Auditorium 
at Montrose, Colo., July 27 and 28, 1954.” I might call attention to 
the fact that those are notes on the meeting only of Western Colo- 
rado Power and Colorado-Ute. There is nothing about REA person- 
ne] being there. 

On page 1, Mr. Bullock, who is the vice president of Western Colo- 
rado Power Co., vice president and general manager, stated : 

On June 10, Mr. Ancher Nelsen, Administrator for REA, called Mr. Naughton 
at Salt Lake City— 
Mr. Naughton is the president of Western Colorado Power Co. It 
goes on to say what he said, but that is not important. 

Lower in the page, Mr. Bullock says: 

Mr. Nelsen suggested a meeting of Colorado-Ute, the power company, and the 


REA officials for further discussion regarding the Ute’s application for a genera- 
tion and transmission loan and to see if some sort of partnership could be arrived 


at. 
This is in this memorandum here. 
Over on page 8, at the bottom of the page, Mr. Naughton, the presi- 
dent of Western Colorado Power Co., says: 


As I stated, we are entering into Nelsen’s suggestions of a partnership 
approach. 


On page 11 Mr. Naughton says: 


This is different under this plan. A partnership approach would make the best 
utility and total reserve. We have tried to go over it the way Mr. Nelsen asked. 

I am perfectly willing to read as much as you care to have read 
to show the context. Mr. Schultz is reading another copy there. I! 
was reading it for the import of the fact that the Western Colorado 
Power Co. felt that the approach, the partnership approach, was your 
suggestion. 

Mr. Netsen. I am sure you realize the power company would have 
preferred to sell the power. It is a matter of selling the best deal you 
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can. There has never been any discussion on this between us and the 
power company that the cooperative was not in full knowledge of. 
We have, of course-—I think the committee must certainly recognize— 
an open door to anybody who lives in the United States of America. 
We have tried to establish an atmosphere that is going to be productive 
forthe program. As far as Iam concerned, I see nothing in that letter 
that suggests that there has been anything wrong with our operation 
at all. If there are any other letters that you think might be there 
that. apparently are missing—here is what often happens in files, in 
letters, for example. A letter will come to me as Administrator deal- 
ing with technical problems. I am the kind of a person who believes 
that the man in charge down the line should have the responsibility 
and the right to make the decision. He knows more about detail than 
I. Frequently we initial a letter down the line somewhere. If we 
missed anything it is available to you and we certainly will look for it. 

Mr. Cuvnorr. Do you have any questions, Mr. Dawson 4 

Mr. Dawson. Do you determine the policy ot your administration ? 

Mr. Netsen. Do 1? 

Mr. Dawson. Yes. 

Mr. Netsen. I try to. 

Mr. Dawson. It is operated on the policies set by you? 

Mr. Netsen. Yes. I am rather proud of it because the financial 
position of our cooperatives, as I have said, has improved so tremen- 
dously in the last 2 years. That has been because of the fact that we 
have recognized the farmer’s disposition to run his own business. 
sy running his own business, he becomes more proficient. On the 
cooperatives that need help, we furnish it right to that spot. 

Mr. Dawson. How many farms are benefited by your program 
which were not served by electricity ? 

Mr. Nevsen. The figures are in the statement. I don’t recall them. 
I have no criticism of the administration of REA at any time. We 
have always moved ahead. 

Mr. Dawson. Do vou regard the effort on the part of the Govern- 
ment through your Administration to bring electricity to the unelec- 
trified farms of this country as a socialistic effort? 

Mr. Netsenxn. No; | certainly do not. I well remember the days 
when my dad helped organize a little creamery in my town, a co-op. 
They had no market. I haven’t forgotten that. 

Mr. Cuuporr. That is one place you disagree with Mr. Aandahl. 

Mr. Netsen. I have no comment to make. 

Mr. Cuuporr. Mr. Hoffman. 

Mr. Horrman. I think the answer to Mr. Dawson’s argument is in 
this statement. Tam just looking for it. 

Mr. Dawson. My question, not my argument. 

Mr. Hiorrman. You have followed a policy which you thought was 
the best for the farmer himself and which experience has demonstrated 
is best if he wants electricity / 

Mr. Netsen. That is what I have tried to do. 

Mr. Horrman. Has anyone else come up with a better one, either 
on or off the committee or on the committee staff that you know of? 

Mr. Netsen. No. 

Mr. Horrman. Since these hearings started, have you received any 
suggestions from the staff or from committee members as to how 
you could do a better job than you have been doing? 
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Mr. Netsen. No, and conversely I have been very complimented by 
resolution after resolution at regional meetings all over the United 
States. I have worked hard trying to get to the people. I don’t 
think there has ever been an Administrator who has gotten out to the 
farmers as much as I have. I want them to understand what we are 
ae We are conscientious in trying to keep our program out of 
politics. 

I would like to make this observation, that in REA we have some 
of the finest employees that I think work for the Government. When 
I came to Washington, I brought only one man. Our top men are 
right out of the ranks. Roy Zook and Chris and Jack O’Shaughnessy 
and others have been in the program since it started. Some of them 
came into the program as trainees out of college. I thought their 
ability should be recognized for the best interests of the program. We 
have not permitted our program to be a dumping ground for pa- 
tronage of any kind, and I have diligently attempted to keep it on 
a sound economic basis without regard to politics. 

Mr. Chairman, I hope you will insert in the record the speech I 
made at Kansas City. I am sure you will like it. In fairness to me, 
it should be in there as long as it has been referred to. 

Mr. Horrman. May we have that? 

Mr. Cuuporr. I would like to have an opportunity to read the 
speech before I put it in the record. 

Mr. Horrman. As long as it was charged here he was engaged in 
political activities, the best thing to do is learn what he said, not 
someone’s conclusion. Why can’t we have that done? 

Mr. Cuuporr. That was made at a Republican picnic, not at a 
rural electrification meeting. 

Mr. Horrman. That is right. If it is political, the speech itself 
will show. 

Mr. Cuoporr. I have never seen the speech. It was made before 
a group of Republican politicians. It would be most unusual for a 
speech made before any Republican or Democratic politicians not to 
be political. Let me read it first. 

Mr. Horrman. This may be the exception. 

Mr. Crroporr. Let me read the speech. 

Mr. Horrman. As long as that speech was referred to as being a 
political speech, and he was charged with being engaged in political 
activities when he made it, and the chairman said he should resign, 
I say in fairness to the gentleman that the speech should go in. What 
do you say, Mr. Dawson? 

Mr. Dawson. Send the speech to the committee and let the chair- 
man read it, and the committee will decide. 

Mr. Netsen. If it is not satisfactory to you, Mr. Chairman, I will 
resign. It only tells the story of REA to the people in Kansas. 

Mr. Cuuporr. I am not ruling on it at this time. I said he made a 
speech at a Republican picnic. 

Mr. Horrman. That isn’t a crime. 

Mr. Crivporr. I didn’t say it was a crime. 

Mr. Netsen. I visited a Democratic caucus once, but it didn’t get 
into the papers. 

Mr. Dawson. Under the laws he wasn’t supposed to engage in 
polities. 
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Mr. Horrman. There is no politics involved in this. 

Mr. Nevsen. Are there any other questions? 

Mr. Horrman. In = to Mr. Dawson’s question, you replied 
as follows—this is pages 4 and 5 of your statement: 

Generally speaking, the financial condition of the electrification borrowers 
is excellent. Between April 1953 and September 1955 the number of electric 
borrowers with overdue payments was reduced from 35 to 17 and the amount 
of delinquent payments decreased from about $600,000 to less than $400,000. 
We now have 759 borrowers that are ahead of schedule in repaying their loans 
and the amount of advance payments exceeds $85 million. We think that is a 
wonderful record for the farmers of the country, and we want to see it con- 

nue. 

: Meanwhile, the REA borrowers proceed steadily toward their goal of complete 
area coverage rural electrification. Our most recent survey indicates that as 
of July 1, 1955, there remained about 340,000 farms without electric service. 
This compared with about 490,000 unelectrified as of June 30, 1953. Credit for 
the reduction belongs not only to the electric cooperatives, but also to other 
private and public power systems serving farm areas. 

Our policy at all times is to meet the loan needs and to expedite the appli- 
cations and that is what we have been doing. During the 1955 fiscal year, we 
made 349 electric loans totaling $167.5 million, which is slightly higher in both 
number and amount than in any of the 3 previous fiscal years. 

Of our loans during fiscal 1955, a little over $41 million were for generation- 
transmission purposes. That is nearly 25 percent of our total electric loans 
during the year, and it is well in excess of the long-term annual level of such 
loans, which has been running about 19 percent. 

Mr. Jonas. How long do you have yet 4 

Mr. Nevsen, I have a 6 o’clock flight. 

Mr. Cucporr. If you leave by 5:30 you can make the airport. 

Mr. Jonas. Did the question of experience in operating a power 
system have anything to do with your recommendation ¢ 

Mr. Nevsen. Absolutely. It hs ad everything to do with it. 

Mr. Jonas. This Colorado group is a super co-op without any assets 
or experience or background in the power business? 

Mr. Netsen. That is right. 

Mr. Jonas. The association is made up of four distributing co-ops? 

Mr. Necsen. That is right. 

Mr. Jonas. Is that right ? 

Mr. Netsen. That is right. 

Mr. Jonas. The Colorado-Ute came to you for a loan of $10 million 
to build this red line as shown on the chart? 

Mr. Netsen. That is right. 

Mr. Jonas. In the course of the discussion it developed that the 
blue line which makes a part of the loop to which you have referred 
is already in existence. Both ends of the proposed line join with 
the existing facilities? 

Mr. Netsen. That is right. 

Mr. Jonas. And the blue line is a transmission line which is a part 
of the system operated by a private utility ? 

Mr. Netsen. That is right. 

Mr. Jonas. Were all of its engineering and its management and 
other operating facilities already in existence, and its personnel ? 

Mr. Netsen. That is right. 

Mr. Jonas. Is that correct ? 

Mr. Netsen. That is correct. 

Mr. Jonas. Was it your feeling, and is it because of that that you 
suggested that these folks go to Iowa and look at a similar situation, 
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that they could well take advantage of utilizing these existing engi. 
neering, management, and operating facilities in a partnership ar. 
rangement with the private utility ? 

Mr. Netsen. That is exactly right. 

Mr. Jonas. And feeling that that would make the project more eco- 
nomically feasible, you suggested that they explore the possibility of 
doing that? 

Mr. Netsen. That is exactly right. 

Mr. Jonas. Isn’t that the extent of any influence that you exerted 
over them ? 

Mr. Netsen. That is right. 

Mr. Jonas. But you left the decision up to them ? 

Mr. Netsen. That is right. 

Mr. Jonas. And do you say that you have now heard, since the Den- 
ver hearing, that there is some question as to whether the witnesses 
that appeared before our committee actually represented the view- 
point of the entire board ? 

Mr. Netsen. I have asked the question. Did they? It was never 
made clear to me whether the witness there was authorized to speak 
for the cooperative, and I have no knowledge of whether or not 
he was. I would like to give them the opportunity, if they want it, 
to sit down with me and go over it, to tell me what they decided they 
want to do. 

Mr. Jonas. I have heard a rumor that the directors of the associa- 
tion have met since the hearings and have resolved that the witnesses 
did not represent the views of the directors, do you know that ? 

Mr. Netsen. I have heard that happened, but I don’t know. 

Mr. Jonas. Have you read the transcript of the hearings at Denver? 

Mr. Netsen. [ have read excerpts. 

Mr. Jonas. Have you read the testimony of James N. Meyers? 

Mr. Netsen. Yes, I have it. 

Mr. Jonas. Did you read the statement of James N. Meyers, man- 
ager of the Southeast Colorado Power Association, and president of 
the Ark-Kansas Valley G. and T. Co., and of George Beavers, presi- 
dent of the board of the Southeast Colorado Power Association and 
secretary of the Ark-Kansas Valley G. and T.? 

Mr. Netsen. Yes, I did. 

Mr. Jonas. Beginning on page 1446 of volume 10 of the hearings 

Mr. Netsen. Yes. 

Mr. Jonas. You should have been gratified. You should have 
felt gratified at the compliments paid you, Mr. Administrator, by 
those witnesses who were very appreciative of the efforts you have 
made, and your administration in helping them with their problems. 

Mr. Nevsen. I was very appreciative. 

Mr. Jonas. Weren’t their problems somewhat similar to these? 

Mr. Netsen. Very similar. 

Mr. Jonas. And aren’t they now engaged in one of these partner- 
ship arrangements with the private utility ? 

Mr. Netsen. They are. 

Mr. Jonas. And did they testify that it was the best thing that 
had ever happened to them, that partnership arrangement ? 

Mr. Netsen. They did. 
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Mr. Jonas. Did you also notice in the transcript of the hearings 
that those witnesses were there by accident, and produced by Mr. 
Hotfman, and that the members of this staff did not dig them up? 

Mr. Netsen. I notice the reference made in the testimony as unex- 
pected witnesses; yes. . 

Mr. Jonas. Did you draw the conclusion from that that the mem- 
bers of the staff of this committee are only listening to the story of 
critics and not listening to the stories of people who are favorably 
inclined toward your administration ? 

Mr. Netsen. On the advice of counsel I refuse to answer the 
question. 

Mr. Horrman. That is the statement of the chairman himself. They 
were interested in complaints. You said it. 

Mr. Cuvporr. Mr. Nelsen, if you had read that record carefully, 
you would have found that upon my questioning those two men, first 
of all, we didn’t stop them from testifying. They admitted they had 
received the same notification that every other cooperative had re- 
ceived in the State of Colorado, and that notification said they had 
the right to get in touch with the staff if they had any problems with 
their own cooperatives. 

They never bothered to get in touch with us. We never refused to 
listen to them. We never refused to hear what they had to say. 
When they came to the hearings, and Mr, Hoffman said he wanted to 
have 7 minutes, I told him to take 17, and they had a full opportunity. 

Mr. Netsen. I have no complaint. 

Mr. Jonas. That is all. 

Mr. Dawson. Mr. Nelsen, you appreciate when you became a public 
servant you were open to complaints. There will be those who com- 
plain. It is our duty to look into them. Personally I think you have 
a wonderful record of service behind you. I don’t know a man who 
has been more interested in the subject matter. But I don’t care who 
he is, if there are complaints in the administration of his oflice, those 
complaints in the administration of his office, those complaints should 
be looked into, and answered. That is all this investigation is seeking 
to do, to find out whether or not those complaints are well founded, 
whether or not there was a shotgun wedding pulled off, and so forth, 
as some people claim. If it wasn’t and the facts develop that, then 
the investigation will so state in its report. 

I don’t know of any other way to follow the acts of a public servant 
than by the investigations made possible by the act of Congress. I 
don’t think any man born who handles the business of other people isn’t 
subject to being questioned about that business. 

_Mr. Netsen. That is perfectly fair. That is part of the responsi- 
bility of public office. 

Mr. Dawson. That is right. 

Mr. Horrman. May I ask him this. You had these so-called shot- 
gun weddings, as they designated them, those contracts. With how 
many other associations, if you remember, do you have such contracts? 

Mr. Netsen. I couldn’t answer the question. 

Mr. Horrman. Has there ever been any complaint that those agree- 
ments were not workable or of advantage to both parties, especially 
to the cooperatives, from any one except this Colorado outfit ? 

Mr. Netsen. No; there has not been. 

Mr. Horrman. The others worked out all right? 
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_Mr. Netsen. The others are working out all right. I might men- 
tion one of our generation cooperatives back home. I flew 1,200 miles 
at their request to help them get an integration contract with Northern 
States Power Co. that they felt they needed badly. 

They asked me to come home to sell the power company, not us. The 
New Mexico cooperatives—the same thing. The same thing is true in 
Missouri. It is just practical arithmetic in each case. It is not a 
matter of ideology or prejudice. It is a matter of arithmetic. This 
program, to me, is too precious to be buffeted around, and to disregard 
the economic factors. It is too precious to me and my neighbor faria- 
ers, nationwide, because we an this program. 

Back in 1935 and 1936 we had no electric power at our farms. We 
had to go out the hard way and do it. This program means so wuch 
to me, that it hurts when we are trying to do what is best to have the 
objectives obtained, and when what is done sort of comes under a cloud. 
It is true that we should lay our cards on the table. We are tryitig to 
do that. Iam glad this committee has given mea hearing. I appre- 
ciate what you said, Congressman Dawson, because you want the facts 
about this program. I have grown up with it. All of our people in 
REA have grown up with it. We think we know a little of the prob- 
lems, and we are trying to meet them as we go around the country. 

Mr. Dawson. It is one of the most wonderful things the country 
has known. 

Mr. Nevsen. You are right. 

Mr. Horrman. This program you advocate gives the farmers the 
electricity ? 

Mr. Netsen. That is right. 

Mr. Horrman. And the other doesn’t ? 

Mr. Neusen. That is right. 

Mr. Cuuporr. I read somewhere in a newspaper or magazine about 
2 bills that were introduced in Congress, 1 by Congresswoman Church, 
of Illinois, and I don’t remember the Member of the Senate who in- 
troduced it. It was a bill to provide that REA should be liquidated, 
and its funds be turned over to a private agency. Do you believe that 
to be good legislation ? 

Mr. Netsen. I think our statement—and I will produce our state- 
ment—do you refer to the recommendations of the Hoover Commis- 
sion, and bills to expedite them, or what do you have in mind ? 

Mr. Cuvuporr. I don’t think it was the Hoover Commission. I saw 
a news release of Congresswoman Church and a Senator whose name 
I can’t recall who introduced this bill in the last session of the 84th 
Congress, in which they provided the liquidation of REA and turning 
over all its facilities to a private loaning corporation. 

Mr. Netsen. I believe the REA has made a great contribution and 
should continue. I don’t think there is the slightest chance that this 
program will run into trouble unless we fail to recognize financial 
stability and fail to recognize responsibilities of the directors at home 
who learn to know their own business, and then let them exercise their 
prerogatives as good citizens. That ismy philosophy, and that is what 
we are preaching. I think it is working. It is a great program, and 
has made great contributions to the country. I don’t say that as Ad- 
ministrator, but when I say “we,” I mean the farmers. It has been a 
good program. 
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Mr. Cuuporr. I agree with you. I don’t have a farm or a farmer 
in my district. I think it is a wonderful program, and I go along with 
: all types of legislation that will help all the people. 
wn Thank you very much, Mr. Nelsen. 

Mr. Ne.sen. Did you have anything else? 


he Mr. Horrm AN, Thank you, Mr. Nelsen. 

— Mr. Netsen. Thank you very much, gentlemen. 

.e Mr. Cuvporr. Is Mr. Frank Meaker and Mr. F. M. Peterson in the 
Re room? Will you come up here, please ? 

_ We will take a 2-minute recess. 

(Short recess. ) 

, Mr. Cuuvorr. Before I get to these witnesses, a gentleman who is 
We 4 writer for the Rocky Mountain News came to me and advised me 
ich that I had said that a certain news release had been issued on October 
the 13, 1954, which appeared in the paper. He first advised me that it 
ud, was not a release, it was a story that he wrote on his own and was 
5 tO not released by Mr. Nelsen or anybody in the REA. 

_ If there was any misapprehension caused by my remarks I want 
ae to correct the record to say that was a news story written by the writer 
ae on his own and not a release by the REA or any employee of REA. 
ob- Now, for the sake of brevity I think both of you gentlemen can 
testify ‘together. 

uy Mr. Meaker, will you identify yourself for the reporter. 


STATEMENT OF FRANK MEAKER, PRESIDENT, COLORADO-UTE 
= ELECTRIC ASSOCIATION, MONTROSE, COLO.; ACCOMPANIED BY 
F. M. PETERSON, SUPERINTENDENT, DELTA-MONTROSE RURAL 

POWER LINES, DELTA, COLO. 


Mr. Mreaker. Frank Meaker, president of the Colorado-Ute Elec- 


‘h. | tric Association, Montrose, Colo. 
n. Mr. Crtuporr. What is your name, sir? _ 
od. Mr. Prrerson. F. M. Peterson, superintendent of the Delta- 
oF Montrose Rural Power Lines Association, Delta, Colo. 

Mr. Austin. Mr. Peterson, 1 wonder if I might ask you to identify 
i Mr. Meaker and yourself as to your connections with this whole 
- Colorado-Ute situation—what you do and how you are tied in with 

Colorado-Ute, both of you, and the cooperatives you represent ? 

sa Mr. Pererson. Mr. Meaker is president of the Colorado-Ute Asso- 
- ciation. He is also a member of the board of directors of the Delta- 
th Montrose Rural Power Lines Association and has been for I think 
a probably 12 years. 

r I am F. M. Peterson, superintendent of the Delta-Montrose Rural 
na Power Lines Association and I have been in that position for approxi- 
rs mately 10 years. It will be 10 years this coming December. I am 
at on the steering committee of the Colorado-Ute which is made up of 
a the 4 managers of the 4 cooperatives and the purpose of the steering 
aa committee is to make recommendations to the board of directors of 
- the Colorado-Ute concerning technical matters that may come up 


ae during the negotiations. 


ry Is there anything else that you want? 
Mr. Horrman. Did this gentleman testify out there? 
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Mr. Cuuporr. Yes; he did. 

Mr. Horrman. At Denver? 

Mr. Cuvuporr. Yes; he did. I think you will find his testimony in 
the record. 

Mr. Austin. You have heard the testimony given here today by 
Mr. Nelsen and Mr. Schultz of REA, have you, both of you? 

Mr. Pererson. Yes. 

Mr. Austin. When did you out there in your Colorado-Ute Electri- 
cal Association first come to realize that REA wanted a partnership? 

You have stated—I base that question upon your previous testi- 
mony—that that is your feeling in the matter. I will ask Mr. Meaker. 

Mr. Meaxer. That was in September 18, 1953. 

Mr. Austin. What happened at that time? 

Mr. Meaxer. The Colorado-Ute met at Craig, Colo. I was the 
chairman. We had a full board. Mr. Schultz was present and to the 
surprise of the board—this was the first meeting since the new admin- 
istration went in and to the surprise of the board, we asked Mr. 
Schultz what we could expect with reference to the processing of our 
Colorado-Ute loan and Mr. Schultz immediately informed us at that 
meeting that it would be necessary to explore all the possibilities of 
going with the Western Colorado Power Co. at that time. 

The Administration had just taken over and this was our first meet- 
ing, and I have also here down through the years that I wish to read 
here that will prove to this committee that the Administration has had 
that in the back of their head all the time to link us with the utility 
corporations that have fought us all the way down the line 20 years 
previous to the Colorado-Ute formation. 

Mr. Austin. Will you proceed with the material you have here, 
Mr. Meaker ? 

Mr. Meaker. I will. The first letter after the Craig meeting was on 
January 5, 1954: 

Mr. ANCHER NELSEN, 
Administrator, Rural Electrification Administrator, Washington. 


Dear Mr. NELSEN: The Colorado-Ute Electric Association has applied to you 
for a loan to build their own generating and transmission facilities to serve 
southwestern Colorado’s four Rural Electrification Administration cooperatives. 
The association has worked on this matter for some time now and have gone 
about this in the proper way. They have appealed to their private supplier 
of power, the Western Colorado Power Co., to determine if he can furnish them 
the additional power which they need at a reasonable cost. 

It now appears that the private company cannot produce this power without 
an expenditure of $11 or $12 million. Based upon this investment, the power 
company would have to charge the association 1.08 cents per kilowatt-hour. The 
engineers of the association say they can build their own facilities with a capital 
expenditure of approximately $8 million and produce the power and amortize 
the cost of the facilities at 8 mills. The proposal of the private company, there- 
fore, is unacceptable. 

Included in the area which the association services is the major uranium pro- 
ducing region in the United States. Mr. Jess Johnson, Director of the Raw 
Materials Division of the Atomic Energy Commission, has said that it would 
be necessary for this region to double its production in the next years ahead 
for the security of America. 

In view of the security angle as well as the pressing need of the rural Electri- 
fication Administration cooperatives for energy at a price which will enable 
them to pay their loan and render service required we hope most earnestly 
that you will give their application very serious consideration. 

Sincerely yours, 


EpwIin C. JOHNSON, 
United States Senator. 
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The next is a resolution by the board of directors of the Colorado- 
Ute, June 2, 1954. 

Resolved, That unless the Colorado-Ute constructs a system that is independent 
of every other source of supply, the status of each member cooperative will 
remain in its present unsatisfactory form, and it must be firmly established 
that transmission lines to the load center of each member cooperative are an 
integral part of the loan application made by Colorado-Ute Electric Association ; 
and be it further 

Resolved, That Colorado-Ute Electric Association, after the approval of its 
loan application, favors the negotiation of a contract with Western Colorado 
Power Co. for interexchange of power provided that such contract provides 
proper protection for Colorado-Ute Electric Association as to available capacity 
on the part of Western Colorado Power Co., and, provided further that such 
interexchange agreement shall not contemplate a reduction in transmission 
lines but only a possible reduction in initial plant capacity, all to be subject 
to the approval of the Rural Electrification Administration and the engineer 
for Coolrado-Ute Electric Association ; and be it further 

Resolved, That the representatives of Colorado-Ute be and they are hereby 
authorized to implement this resolution in whatever manner seems desirable. 

The motion carried unanimously. 

Mr. Cuuporr. Mr. Meaker, how many letters do you have? 

Mr. Meaker. We have 3 or 4 more. 

Mr. Cuuporr. I was just wondering whether you couldn’t, either 
you or the gentleman beside you, summarize what are in these letters 
and then offer them in the record ? 

Mr. Meaker. We are merely bringing this correspondence before 
you to prove to you that at no time since the Colorado-Ute was 
organized did we ever want to join hands or be associated, affiliated 
with the Western Colorado Power Co., and I will state my reason why 
if you wish. 

Mr. Horrman. That was made clear right there. 

Mr. Cuuporr. I think we are clear on that. You said you were 
forced into a partnership agreement with a private company. I 
believe that you do have a series of letters and they do make out a 

case to prove your point but I thought that you could either have 
you or the gentleman beside you tell us what is in those letters and 
put them in the record. That will save some time. 

Do you think you can summarize them for us? 

Mr. Pererson. I will try to hurriedly do that. 

The next letter referred to dated June 3, 1954, is a letter signed 
by Mr. C. L. Schultz, director, western area, REA, in which he states 
that it would be thinks it would not be 
feasible to build a generating pl: unt of our own. He lists four items, 
one of them high ratio of industrial loads of questionable duration 
to its normal-type rural loads. Two, small differential between exist- 
ing power cost and that estimated to be obtained through your own 
generation. Three, doubt as to a satisfactory supply of water. Four, 
doubt as to quantity, quality, and cost of coal. 

Now I might say there that this letter was written before any inves- 
tigation on the part of any of our engineers or on the part of any REA 
engineers took place, yet he threw cold water on the proposal or doubt 
and pointed out doubts that perhaps he was not aware of or could 
not have been. 

Then he gives us an alternative that may be considered at this time. 
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(1) With an interchange agreement with the Western Colorado 
Power Co., and it goes on; (2) consider the possibility of a trans- 
mission system only, purchasing power at one point for transmission 
only; (3) consider the possibility of the Ute group financing with loan 
funds a unit or units in the plants of the Western Colorado Power Co, 


and there he suggests an operating agreement with Western Colorado 
Power Co.; (4) each system negotiate new power contracts for de- 


livery of power to their substations by Western Colorado Power Co. 
I think you will see there that in each of the four suggestions he has 


recommended negotiations and as far as—and has gone as far as to 
point out an operating agreement back in June 3, 1954, with the 


Western Colorado Power Co. 
(The document referred to is as follows:) 


JUNE 3, 1954. 
Subject: Colorado 46 Ute. 
Mr. GeorGE G. WILSON, 
Secretary, Colorado-Ute Electric Association, Inc., 
Nucla, Colo. 


Dear Mr. Witson: We have reviewed data in connection with your loan ap- 
plication for generation and transmission facilities and have the following 
comments. 

In reviewing the load projections for your group we find that there are two 
distinct types of load in the area. First, there is the so-called normal rural area 
and second, there is the mining or industrial area. On three systems—Colorado 
20 Delta, Colorado 32 LaPlata and Colorado 33 Dolores—the rural load predom- 
inates and the industrial load is minor. However, in the case of Colorado 26 
San Miguel, the industrial load will be a major part of the expected load, 
amounting in 1960 to approximately 60 percent of its demand. On the basis of the 
entire Ute group the industrial or mining load will amount to approximately 35 
percent of the total load in 1960. This is a substantial amount and its effect on 
feasibility cannot be overlooked. Besides the factor of its industrial nature in 
this particular case, we are unable to classify the uranium mining loads as being 
stable. As pointed out, these loads would be a major factor in the feasibility of 
a loan for generating facilities to serve your area. Consequently we have ana- 
lyzed your position with two viewpoints; namely, without the uranium mining 
loads and with the uranium mining loads. 

Our study is based for the most part on the report of generation and trans- 
mission facilities for Colorado 46 Ute dated October 30, 1953, and prepared by 
Laramore and Douglass, consulting engineers. The power requirements study 
made by REA personnel as a result of field appraisals of the service area of 
each of the member systems was also used. Our power cost studies are based 
on estimates of loads in 1960. The estimate of the load without the mining loads 
was determined by omitting the major mine loads of Colorado 26 San Miguel 
only. It was assumed that the transmission investment would be the same for 
the two load conditions studied, since the 115-kilovolt lines would be required in 
either case, 

The following are our estimated figures used in the determination of the cost 
of power delivered to the member systems substations. 
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Estimated load | Estimated load 





(including (excluding 
mine loads) | mine loads) 

| 
Maximum demand, kilowatts. : 27, 200 15, 050 
Kilowatt-hours, substation } 110, 900, 000 72, 500, 000 
Kilowatt-hours net generated _- | 117, 400, 000 | 76, 750, 000 
Kilowatt-hours gross generated - --- - . 125, 000, 000 | 81, 600, 000 
stalled capacity, kilowatts... 19, 500 | 22° 500 
Number and size of units in kilowatts_ _- : (3) 16, 500 | (3) 7, 500 
enerating and plant investment--.-.---_.-- : anne $8, 600, 000 | $5, 650, 000 

: | } 
ransmission system investment-- 1, 400, 000 | 1, 400, 000 
rinvestment-.-.--. . ae | 400, OOO | 400, 000 
Total investment.................- iokanokedeseioe ‘ ‘ 10, 400, 000 | 7, 450, 000 

Annual plant expenses: | 
Labor e ; = 2 ape | oe 

Puel.. - _ . } 224, 000 | 52, 1 

Maintenance material 49, 500 | 24, 000 
Operating supplies and expenses-_--_------ 22, 000 | 11, 250 
axes and insurance (1 percent) - -- | 86, 000 | 56, 500 
Interest and amortization... ‘ i 352, 000 | 231, 650 
ROLIOURIE Da sssicteunscdnescodts brane eens 5, 000 | 3, 000 
FUE NE gcc cine ss ei Gn in oh mien 3, 500 | 1, 600 
Total, annual plant expenses. - .. ; 842, 000 580, 000 
, ual] transmission line expenses. | 108, 000 108, 000 
Annual other expenses. -- . ; 58, 400 | 58, 400 
Total operating expenses Shige a See ; 1, 008, 490 746, 400 
st per kilowatt-hour at substation, mills per kilowatt-hour 9.1 10. 3 


A review of the power costs for the number of member systems for calendar 
year 1953 indicates the following costs: 
Mills per 
kilowatt-hour 


Colorado 20 Delta______—— casas cae ee ere a ha Se ee a 12. 0 
COPIED ie an MN ie oe ctencntSe ines ea er - 10.1 
COTO I a I ities acne cg i a 11.0 
CONGR E IRE GS Bae TN ina ahi an iss cass ns th le aa a ca a 11.0 


Since the proposed transmission system would deliver power to substations 
at substantially the same locations as now being served, the 1953 costs of power 
may be compared directly with those in the power-cost study. It would, there- 
fore, appear that with the mining loads considered it would be possible to reduce 
individual system power costs a minimum of 1 mill and a maximum of 2.9 mills, 
but without the mining loads the differential would be reduced to less than 1 
mill in 2 eases, 1.7 mills in 1 case, and in the third case, the present power 
cost is lower than the estimated cost by your own generation. No consideration 
was given to better load factor which would probably exist if you purchased 
all requirements from the Western Colorado Power Co. in 1960. 

With regard to the feasibility of a generating plant at the location you have 
proposed, there is a question as to the adequacy of the river flow to provide 
suflicient water even on the basis of using condensers. Also, there is the matter 
of water rights which we understand may be unobtainable because of irrigation 
aspects, 

These matters would, of course, need further investigation. 

As to the supply of coal, the quantity and quality is questioned. Assuming, 
however, that the coal is in sufficient quaantity and quality, what provision 
would be made to mine the coal and has further investigation borne out the 
estimate of $3.50 per ton delivered at the generating plant. This matter also 
merits further study. 

On the basis of the foregoing considerations, and until the following factors 
ire explored, we are not in a position to consider favorably a loan for genera- 
tion and transmission. 

In summary these factors are— 

1. High ratio of industrial load of questionable duration to the normal-type 
rural load. 

2. Small differential between existing power cost and that estimated to be 
obtained through your own generation. 

3. Doubt as to a satisfactory supply of water. 

4. Doubt as to quantity, quality, and cost of coal. 
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A number of alternatives may be considered at this time: 

1. With an interchange agreement with the Western Colorado Power Co., a 
plant of smaller capacity could ve built. By this means your investment would 
be decreased by the amount needed to provide standby capacity since the power- 
company system could be in a position to provide service in the event of failure 
of one of your machines. This arrangement would also be of advantage to the 
power company since its investment could also be reduced by the amount of 
standby capacity you could furnish. 

2. Consider the possibility of a transmission system only, purchasing power 
at one point for transmission over your own lines. Under this arrangement it 
would be necessary, of course, for you to obtain a reduction in power cost to offset 
the operation and amortization of the transmission line. 

3. Consider the possibility of the Ute group financing with loan funds a unit 
of units in the plants of the Western Colorado Power Co. Under this arrange- 
ment the Ute group would be relieved of the expenses of operating and maintain- 
ing a powerplant through lease or operating agreements with the Western 
Colorado Power Co. 

4. Each system negotiates new power contracts for delivery of power to their 
substations by Western Colorado Power Co. 

We recommend that you give serious consideration to the facts brought out 
in this letter. It is our belief that more economical operation can be attained 
through integration of power facilities rather than through the operation of 
independent systems. It is for this reason that we suggest that you pursue fur- 
ther the various possibilities for power supply in your area. 

If you desire, we shall be glad to discuss to a further extent the various points 
which we have mentioned. In the event that you wish us to assist in any nego- 
tiations with the Western Colorado Power Co., we shall be glad to work with 
you and provide any assistance you may need. We shall appreciate your com- 
ments on this matter and would like to continue being advised of your plans. 

Very truly yours, 
C. L. SCHULTz, 
Director, Western Arca Office. 


The next is a letter dated August 25, 1954, and it is signed by Mr. 
Meaker, president of the Colorado-Ute, and it is addressed to Mr. 
Keffer in reply to a letter Mr. Keffer had sent Mr. Meaker of August 
18 of 1953. 

Mr. Austin. Is Mr. Keffer with REA? 

Mr. Prererson. Mr. Keffer is the head Operations Section, Western 
Area, Rural Electrification Administration, Washington, D. C., and 
the letter we referred to of Mr. Keffer to Mr. Meaker dated August 
18, 1954, is missing in our files. I presume that the REA does have a 
copy of that letter, and if they do have it can be presented, but this 
is Mr. Meaker’s reply to that letter in which he says here definitely 
that we do not want a partnership agreement with the Western Colo- 
rado Power Co. 

We do want an investigation of the possibility of going it alone and 
he is very definite in this letter, and copies of that letter were sent to 
about 12 or 15, including all of the directors of the Colorado-Ute. 

(The document referred to is as follows :) 

Aveust 25, 1954. 
Mr. E. G KEFFER, 
Head, Operations Section, Western Area, 
Rural Electrification Administration, 
Washington, D.C. 

Dear Mr. Kerrer: With reference to your letter of August 18, 1954, as presi- 
dent of the Colo-Ute Association, I wish to advise you that it is absolutely satis- 
factory for you and your staff to proceed in your study as outlined in your letter 
of August 18. 

I talked the matter over with Mr. Wilson, secretary of the Colo-Ute Associa- 
tion, and it was our opinion that inasmuch as the original proposal and our 


application to the Rural Electrification Administration was based on a self- 
contained generating and transmission plant, and as recent negotiations for 
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partnership operation with the Western Colorado Power Co. was only carried 
out as a recommendation of the Administrator, that surely a study carried out 
by your office along the lines of a self-contained plant would be along the lines 
of our original proposal, which we have all been in agreement from the very 
conception of the ¢ YXolorado-Ute Electric Association. 

The Colorado-Ute would be willing to agree to an exchange of power with the 
power company, if a contract similar to the one sent you by Mr. Moses can be 
entered into. But this arrangement must be considered as second choice as we 
have had long years of experience in dealing with the power company. We would 
all feel more secure if our plant was entirely independent from the power com- 
pany plant. 

Mr. Naughton, representing the Utah Power & Light Co., at a meeting in 
Montrose, Colo., July 27, 1954, at which you were in attendance, stated and I 
quote, “We are going to do the best we can to supply you power but when the 
time comes that we begin to run out of power maybe we would have to ask the 
co-ops to cut back their power requirements to the demand set forth in their 
contracts,” end quote. We are all aware of how near the power company’s de- 
mand has arrived at their total generation capacity and how some of their 
plants dating back to the year 1900 are being called upon to produce at a 
capacity higher than rated capacity. This is a very shaky situation to be placed 
in. It is for this reason that we urge maximum haste by your office so that we 

might not find ourselves in a position of darkening the countryside due to the 
failure of our present supply of wholesale power. 

Very truly yours, 
FRANK MEAKER, 
President, Colorado-Ute Electric Association, Ince. 

Mr. Pererson. Then we come along to about September 2, 1954, and 
we have another letter or wire from Senator Ed Johnson to George G. 
Wilson, secretary of the Colo-Ute Electric Association in which he 
says that it—it is short—may I read this? 

Nelsen agrees that powerplant must be built in western Colorado and operated 
by REA or Western Power. However he is not satisfied with Laramore Douglas 
report and wants to give matter further consideration. He asks that Frank 
Meaker go to Iowa and observe an operation between private power and REA. 
Please advise me as to what you want me to do next. I suggest you press matter 
until conclusion is reached. Nelsen fears we may wind up with weak REA and 
weak Western Power. 

Then Mr. George Wilson replies that they are not too concerned 
about the weakness of the Western Colorado Power Co., they are more 
concerned with their own cooperative and the Colo-Ute. 

Then on October 10, 1953, a letter was written by Mr. George Wilson, 
secretary of the Colo-Ute Association who did not testify at the Den- 
ver mee ting. 

Mr. Austin. What was the date on that letter ? 

Mr. Peterson. October 10, 1955. I think I said 1953. That was 
an error, 1955. In this letter he sets forth his idea of a partnership 
agreement in which he states that he has never wanted such an 
agreement. 

Mr. Jonas. Mr. Chairman, I hate to interrupt you, sir. But these 
are some letters that are written by various individuals who are not 
here for examination. Is it going to be your idea that they are proper 
letters to be made a part of this record—we might turn up some letters 
from a lot of people that are asked to be put in the record. 

Mr. Cuuporr. If they were sent by the Secretary of the Colo-Ute in 
his capacity as secretary representing the Colo-Ute, and Mr. Meaker 
is president of the Colorado-Ute, I can’t see why that letter shouldn't 
be offered by Mr. Meaker. It is an association letter. It is not a pri- 
vate letter of the secretary. 
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Mr. Jonas. I know. But just to offer a file of correspondence here 
and be made a part of the record. These men don’t need these letters, 
They can testify. Here is the president of the association who came 
all the way from Colorado here. I don’t see—— 

Mr. Cuuporr. I want to tell you why it is important. If you will 
look on page 14 of Mr. Nelsen’s statement, you will find that Mr. 
Nelsen read from a telegram that he allegedly received from George 
C. Wilson, secretary of the cooperative who is acting manager of the 
association during Mr. Austin’s absence, and he read from a telegram 
he received from Mr. Wilson. 

Mr. Jonas. The way to answer that is to get Mr. Wilson to deny he 
sent that telegram if it wasn’t true. That is a part of Nelsen’s state- 
ment. These people are not incorporating these letters as part of 
their statements. They are testifying from the letters and offering 
them in evidence and the witnesses are not here. . 

Mr. Cuuporr. He is not correcting the telegram. He is just offer- 
ing it as the latest communication in the series of communications 
with the REA. 

Mr. Jonas. Some of those antedate the Wilson telegram by months 
and even years. 

Mr. Cuvuporr. This letter postdates that Wilson letter. 

Mr. Jonas. I don’t know what is in the letter. 

Mr. Cuuporr. I don’t know either. 

Mr. Jonas. If Mr. Wilson is to deny that telegram which was 
quoted by Mr. Nelsen, we ought to have him as a witness. 

Mr. Cuuporr. If it is a Colorado-Ute letter I don’t see any ob- 
jection to leaving it in the record, if it was signed by him in his ¢a- 
pacity as secretary and I don’t see why the president could not offer 
it. 

Mr. Pererson. Mr. Chairman, if I may read a short sentence. 

Mr. Cuuporr. I have already ruled. Read the letter. 

Mr. Horrman. I thought you wanted him to state a summary. 

Mr. Cuuporr. Summarize it. 

Mr. Jonas. I don’t know what is in the letter I am objecting to, it 
is the procedure to admit a bunch of letters in the record to which my 
objection is directed. 

Mr. Meaxer. This letter is in the form of an affidavit, it is not ad- 
dressed. 

Mr. Cuvporr. It does not have to be in the form of an affidavit. If 
that was signed by Mr. Wilson in his capacity as secretary of the 
Colorado-Ute you have a right to offer it in evidence and I rule you 
can do that. 

Will you summarize it for us? 

Mr. Prererson. Mr. Wilson states in here that the inference has been 
all along that the partnership approach, the inference from REA was 
that the partnership approach was desired. 

Mr. Horrman. What? 

Mr. Pererson. Desired by REA. 

Mr. Horrman. I think Mr. Nelsen testified to that. Didn’t he tes- 
tify to that? 

Mr. Cuvuporr. He not only testified to that but he gave us a state- 
ment which said that George C. Wilson, secretary of the cooperative, 
had sent him deepest gratitude and appreciation for the wonderful 
work he has done. 
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Was this loan finally granted to the Colorado-Ute ? 

Mr. Pererson. The loan was granted to Colorado-Ute and then a 
stop order was put on it so there have been no funds whatsoever trans- 
mitted from the Federal Government to the Colorado-Ute. 

Mr. Cuuporr. Who put the stop order on it ? 

Mr. Pererson. The Administrator. 

Mr. Horrman. That is all in the record once. I don’t care. What 
[ would like to get at is why these gentlemen are here and what their 
complaint 1s. 

Mr. Cuuporr. They are here because Mr. Nelsen testified that 
- were very, that this cooperative was very happy to enter into 

= Joan according to the terms and conditions set forth by the REA, 
rr had congratul: ited him and actually anybody that appeared to 
the contrary was not appearing on beh: lf of the association but on 
their own behalf and that the association board of directors had 
passed a resolution commending him and agreeing that it was the 
best possible thing to be done under the circumstances. 

Mr. Horrman. Did they pass such a resolution ? 

Mr. Dawson. They granted a loan before election and stopped 
after election. 

Mr. Horrman. Didn’t the Board of Directors of Colorado-Ute 
pass a resolution commending Mr. Nelsen ? 

Mr. Pererson. Yes, sir. 

Mr. Horrman. What is the fuss? 

Mr. Dawson. The fuss is because before election they granted the 
loan and after election they canceled the loan. 

Mr. Horrman. You are almost like I am, you don’t know what you 
are talking about. You don’t make the statement seriously. 

Mr. Dawson. Let’s get the time of the granting of the loan and the 
time of canceling the loan. 

Mr. Cuuporr. Will you develop this, Mr. Austin ? 

Mr. Austin. The gentleman was developing this as fast as he could 
clo SO. 

Mr. Horrman. Go ahead; I am not complaining. 

Mr. Austin. Mr. Peterson, go right ahead. 

Mr. Pererson. That is the final letter which we have which brings 
up to a very near date, but what these letters prove, we think, is that 
the Administration has been notified from time to time, from the very 
beginning, that this group did not want to join hands with the 
power company in a partnership agreement; they wanted to go it 
alone and the Administration has been notified ‘by the Secret: ry, 
the President, the Senator from the State of Colorado, and various 
others and resolutions passed unanimously that we did not want a 
partnership agreement but did want to go it alone. 

We contend that the Administration has been fully advised from 
ait to time that the Colorado-Ute people did not want a partnership 
but did want to go it alone. 

Mr. Austin. Do you have all of the correspondence and records that 
you have. Have you presented them all to the reporter? 

Mr. Pererson. To the reporter. 

Mr. Austin. He has all of them. 

Mr. Cuuporr. We have agreed that they will be summarized and 
the letters will go into the record. 
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(The document referred to is as follows :) 


OcrosBER 10, 1955. 
To Whom It May Concern: 

Mr. Ancher Nelsen, Administrator of REA, in a recent press release states, 
“IT have never told the Colorado-Ute people that they would have to go along 
with the private utilities if they were to get a loan.” By the same token, Mr, 
Nelsen at no time ever said that Colorado-Ute could go it alone. Our dealings 
with the Rural Electrification Administration in our studies and requests for 
a loan were made with REA staff personnel, and to my knowledge it was made 
very clear to those persons that we did not want to go along with the Western 
Colorado Power Co. As a matter of fact, it is my opinion that at least one 
of the REA staff members would have approved the ridiculous proposal first 
made by Western Colorado Power that we borrow $13,500,000 from REA, build 
a powerplant in Durango, and build a transmission line up through the back- 
bone of the high mountains, to which we in turn would have had to build trans- 
mission lines. 

The inference all along was that a partnership approach was desired, and 
in our numerous conferences at which Mr. Naughton, president of the Utah 
Power & Light Co., spoke also as president of the Western Colorado Power 
Co., great emphasis was made by Mr. Naughton on the partnership approach. 
He repeatedly stated, “The Administrator feels this way * * *” or “The views of 
the Administrator are thus and so,” and it was my opinion that Mr. Naughton 
at all times was much closer to the Administrator than any of the Colorado-Ute 
people 

Perhaps we erred in accepting these inferences, but it so happens that our 
board is comprised of ordinary, common citizens who are not versed in the 
intrigues and back-of-the-scene maneuvers of big business. We took things at 
their face value. 

How this group which was holding hands with the Western Colorado Power 
Co., as partners in Colorado while at the same time its parents, the Utah Power 
& Light Co., with practically the same officials on both boards, was deliberately 
planning to enter territory we planned to serve in Utah through our local coop- 
eratives, could in all honesty continue negotiations with the Western Colorado 
Power Co. except that the Colorado-Ute people felt there was no other choice 
must show how the board of that group felt this situation demanded. 

It must be remembered that there is a shortage of power in southwestern 
Colorado and that the members of the Colorado-Ute group realize that the exist- 
ing source of power is inadequate; therefore, it was expedient that every effort 
be made to get more power into the territory. 

Further, it was made plain to REA personnel that it was desired to go it 
alone, but the same arguments were always used in reply in regard to standby 
power and the fear of a weak G. & T. co-op and a weakened private-power com- 
pany. 

I personally feel that we are in no way obligated to the present supplier. 
They have made money off our groups without any direct expenditures in order 
to serve us. My own cooperative, the San Miguel Power Association, had to call 
out one of the top-ranking men from REA in Washington in order to negotiate the 
original 90-kilowatt contract with Western Colorado Power; yet today my coop- 
erative is drawing better than 3,000 kilowatts from the same source, and in order 
to serve us Western Colorado has built no additional facilities except a two-unit 
powerplant at Montrose which the power company needed for its own demands 
and also for political reasons in the city of Montrose. 

It seems to me that if the attitude of the present administration had been more 
pee nl at the top level, much of this misunderstanding could have been 
avoided. 

One of the factors that has disturbed me throughout the negotiations for a 
loan from REA for Colorado-Ute is the fact that it was repeatedly pointed out 
that the San Miguel Power Association as well as the Empire Electric Associa- 
tion were both serving the uranium industry and that adequate power would 
greatly increase the possibilities of production of uranium ore. 

This phase of the importance of Colorado-Ute was completely ignored. Ref- 
erence was made by Utah Power & Light and Western Colorado Power Co. per- 
sonnel to “wheelbarrow” operations in the uranium mining industry; yet, when 
Ttah Power & Light Co. decided to build down through the territory, the matter 
of getting electricity to the mines in Utah suddenly became very urgent and 
Utah Power & Light applied for and received a quick tax writeoff on the line 





tes, 
ong 
Mr. 
ings 

for 
ade 
ern 
one 
irst 
uild 
ick- 
ins- 


and 
‘tah 
wer 
uch. 
s of 
ton 
Ute 


our 
the 
3 at 


wer 
wer 
tely 
)OD- 
ado 
pice 


ern 
‘ist- 
fort 


o it 
dby 
onl- 


ier. 
der 
eall 
the 
Op- 
der 
init 
nds 


ore 
een 


ra 
out 
cia- 
yuld 


tef- 
ner- 
hen 
tter 
and 
line 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1509 


it is building into that territory. It would indicate that one branch of the 
Government knows not and cares not what another branch is doing. 
(Signed) GrorGcre G. WILSON. 
Before me, a notary public, appeared George Wilson of Nucla, Colo., who 
states that he is a member of the board of the Colorado-Ute Electric Association, 
Inc., and that the above is his signature and his statement. 
(Signed) Mary A. CUMMINGS, Notary Public. 
My commission expires February 10, 1959. 


Mr. Austin. Will you tell us, either one of you of the Colorado-Ute 
board, how many of the Colorado-Ute were present in Denver at the 
hearings ¢ 

Mr. Pererson. Mr. Austin, I have a list of those who were present 
at that meeting. 

Mr. Austin. Would you read them for the record and spell any 
unusual names for the reporter / 

Mr. Horrman. Let him submit it for the record. We have no 
objection. 

Mr. Cuuporr. How many were there ? 

Mr. HorrmMan. Give the number. 

Mr. Perrerson. Thirteen. Frank Meaker, Gilbert Blanchard, 
George Wilson, Don Watson, Dan Hunter, Oscar Schulgel, Walt Carl- 
son, Mr. Mason, George Dobbs, George Granger, Ivan Patterson, 
F. M. Peterson, Roy Moses. 

Mr. Austin. Are those all board members of Colorado-Ute? 

Mr. Pererson. There are 8 board members, the attorney, and the 4 
managers and the engineering. No, the engineer is not listed here; 
8 board members, the 4 managers and the attorney for the Colorado- 
Ute Association. 

Mr. Austin. Is eight the total number of the board ? 

Mr. Pererson. Yes, sir. 

Mr. Austin. So the total board was present at the Denver hearing ? 

Mr. Pererson. That is right. 

Mr. Austin. Every member of the board ? 

Mr. Pererson. That is right. 

Mr. Austin. Was every member of your board available there and 
ready to testify at the hearings ? 

Mr. Pererson. Yes; they were in the room during the hearings. 

Mr. Austtn. Why weren't they heard then ? 

Mr. Pererson. There were some of them that were not heard be- 
cause of the lack of time. They were due to go on the stand but the 
attorney acting as a moderator I think auncunced that time would not 
permit the rest of the witnesses to go on, so, therefore, they withdrew. 

Mr. Austin. Was there any one of that whole group who was re- 
fused to have the right to testify? Was there any one of the group 
who asked to testify ? 

Mr. Pererson. Not to my knowledge. 

Mr. Horrman. That is contradictory to what you just said. They 
were told there wasn’t time for them to be heard. 

Mr. Cuuporr. In order to straighten out the record, we were running 
close to our nes time and I think I requested counsel for your 
group to pick 1 or 2 of the directors to speak for the entire group so 
that we would not have to listen to all of them. 

Mr. Pererson. They voluntarily withdrew ? 

Mr. Horrman. They were 
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Mr. Pererson. They voluntarily withdrew. 

Mr. Austry. There was no one who requested that he be permitted 
to speak to whom time was refused ? 

Mr. Pererson. No one. 

Mr. Austin. The group decided among themselves which ones to 
go ahead and testify, which ones to drop out, because of the lack of 
time? 

Mr. Pererson. That is right. 

Mr. Austry. Mr. Moses was moderator, but he was acting with the 
consent of the whole group on it. 

Mr. Pererson. That is right. 

Mr. Austin. There was ample opportunity if there was any member 
of that board who was in disagreement with the testimony presented 
that day, he had ample opportunity to be heard that day ? 

Mr. Pererson. Yes, sir. 

Mr. Horrman. How in the world can counsel make such a statement 
as that when the members were all advised and nobody objected that 
I know of that you didn’t have time for it. No one of that group. I 
sat there. No one of that group asked to be heard. It was agreed as 
counsel said that this one man was going to speak for all of them. 

Mr. Cuuporr. They agreed he was going to be their representative 
and they would go along with what they said. 

Mr. Horrman. That is right. They said nothing. Is your case so 
weak that you have to bolster it up by the testimony of someone who 
would have said if he had been there? 

Mr. Dawson. The case may be weak, but it is strong to some people. 

Mr. Austin. Mr. Hunter, who was quoted in the statement of Mr. 
Nelsen, did actually testify that day, did he not? 

Mr. Pererson. That is correct. 

Mr. Austin. Did you have any meetings with REA representatives 
since that Denver hearing? I am speaking of Colorado-Ute. 

Mr. Pererson. Yes. We had a meeting in Salida on October 3 
wherein we met with representatives of REA. 

Mr. Austry. Can you tell us what transpired at that meeting in 
connection with the Colorado-Ute loan ? 

Mr. Pererson. That isa big order. That lasted very nearly all day, 
but I think I can remember most of it. Mr. Schultz was the speaker 
for REA and attended along with 2 other REA representatives, 1 of 
them a fieldman and another 1 from Washington and, well, when the 
meeting was up, Mr. Schultz was asked what was the feeling in Wash- 
ington concerning the Colorado-Ute loan. 

Mr. Schultz made the statement that the Administrator was sur- 
prised to hear of the testimony given in Denver and that he had placed 
another stop order on the loan until such time as the Colorado-Ute 
directors were satisfied and I think he ended it there. 

By inference I take it that he meant satisfied with the contract 
signed with the power company. 

After considerable discussion on that point, I asked Mr. Schultz if 
he meant that the Administrator would not make a loan in that respect 
unless we reaffirmed the contract or the partnership contract with the 
Western Colorado Power Co. 

Mr. Schultz said, “No, that was not the case.” The Administrator 
was interested in knowing what the Colorado-Ute wanted to do. | 
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isked Mr. Schultz then if the Colorado-Ute decided they would sooner 
co it alone than with the partnership agreement. Then what would 
be the next move on the part of REA. Could we then get our loan to 
build our own plants indepeident of the power company? Mr. 
Schultz made the statement and I am very definite on this, that they 
would have to reinvestigate the possibility or they would have to in- 
vestigate the possibility of the go-it-alone proposition. I asked Mr. 
Schultz if such an investigation had not been made previously and 
he said, “No, the only investigation that had been made was with a 
oo agreement with the power company due to the fact that 
that is the way the application was presented.” 

If an investigation was to be made to go it alone, independent of 
the power company, then we would have to start from scratch all over 
gain and, of course, that would take a considerable amount of time. 

“That is the main discussion, I think, with the REA representatives. 
Then at that meeting considerable discussion which was—I am not 
sure whether it was on the record or off the record but at least the 
proper consensus of opinion was that it seemed that we were up 
igainst it, we were short of power, we had to have power as quickly 
as we could get it and the quickest way to get the power would be to 

reaffirm the “agreement with the Western Colorado Power Co. and 
therefore that was done. 

Mr. Austin. You talk about the necessity of getting power right 
iway. What do you mean by that? Is there a power shortage over 
there ¢ 

Mr. Peterson. Oh, definitely. It hasn’t been very long ago—I can’t 
remember the date when the Empire Electric Association, one of the 

cooperatives, were asked to and forced to drop their load for 714 hours. 
In other words, they were blacked out for that period of time because 
the power company could not carry the load. 

San Miguel Association, a few days after that, was required to drop 
their load for 21% hours and by the administration of the chief engi- 
neer for the Western Colorado Power Co., he is really worried because 
the transmission lines that they have are not capable—— 

Mr. Horrman. Wasn’t that all covered, the shortage of power in 
that area ? 

Mr. Austin. Not by this witness. 

Mr. Horrman. Didn’t this witness testify out there? 

Mr, Austin. Not on that particular subject. 

Mr. Horrman. Allright. If they go ahead I shall urge that I have 
time to ask questions on this. 

Mr, CuuporF. I shall not ask you to stop; I shall not stop you from 

sking questions. 

~Mr. Horrman. No one contends that they don’t want more power. 
There is no argument about that phase of it. 

Mr. Cuuporr. Asa result of the shortage of power a number of the 
cooperatives had to drop their load for the various hours on alternate 
days so everybody would have some electricity at some time? 

Mr. Pererson. That is correct. 

Mr. Austin. Do some of the cooperatives have to bring in little 
plants to bolster the situation ? 

Mr. Pererson. The San Miguel is now installing two small diesel 
units to bolster the demands for power in the uranium industry. 





1512 ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 


Mr. Austin. Can you give us quickly a bird’s eye view of that trans- 
mission line, Mr. Peterson ; are you familiar with it, first? 

Mr. Peterson. Yes, I am very familiar with this system. 

Mr. Jonas. Mr. Chairman, would you permit me to interrupt Mr. 
Austin to make a request? That you clear up before he takes that 
question, the date this loan was approved and the date the stop order 
went in. A member of the press asked me that. 

Mr. Cruporr. Do you remember the exact date that the loan was ap- 
proved and the date of the stop order? 

Mr. Pererson. The loan was approved May 25. 

Mr. Jonas. What year? 

Mr. Austin. This year. 

Mr. Prrerson. 1955. And as to the date of the stop order that was 
placed on it, I can’t give it to you. 

Mr. Jonas. It was since then. Mr. Dawson was wrong when he 
said the loan was approved before the election and the stop order was 
put in after the election. 

Mr. Dawson. I didn’t say what election. 

Mr. Horrman. What election, 1956 election ? 

Mr. Dawson. They had an election in Colorado. 

Mr. Horrman. There wasn’t an election in Colorado. You put your 
foot in clear up to your neck. 

Mr. Jonas. The newspapermen asked about the information. 

Mr. Pererson. This blue line representing the power companies 44 
kilovolt line i; what they refer to as the fur trail line. That goes 
through what is considered the Switzerland of America. It goes over 
two passes over 11,000 feet in elevation. It goes up canyons where « 
goat can’t hardly walk. The line has been in operation for something 
over 50 years. 

Mr. Horrman. That is the private power company line? 

Mr. Pererson. Yes; the private power company line has been in 
operation somewhat over 30 years. Very nearly every pole in the 
system on this line has been stubbed because the pole has rotted off at 
the bottom. I had the maintenance men for the Western Colorado 
Power Co. who maintain this section of the line tell me it is not 
unusual for them in the wintertime when they have snow slides come 
down and knock out their poles, they can’t go to the ground because 
it is 20 feet below the top of the snow so they set the poles in the 
snow hoping they can get back in the spring to set them in the ground 
before the snow has melted before they fall over. 

I have had the engineer Mr. Don Terry for the Western Colorado 
Power Co. tell me that this line here cannot carry any more power over 
the system as it is loaded to the fullest capacity at, the present. time. 
I do not see how it can work in asa loop circuit, how it can be to any 
advantage to the Colorado-Ute to have ‘this as a loop circuit, because 
the line is not capable of carrying the existing load much less thie 
future load. 

If you had a break on our line here you would still be out of power 
because this line could not carry the service. 

Mr. Austryx. For whose benefit then would you say this integration 
actually is? 

Mr. Pererson. It is definitely only going to benefit the Western 
Colorado Power Co. They have plants here that date back to the 
turn of the century, little 350-kilowatt plants. They were originally 
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belonging to the old Telluride Power Co. who constructed the first 
alternating-current transmission line in the United States here. Those 
plants and they say they rate them and we have to pay $18.50 per 
kijlowatt-rated capacity for those plants for standby and I don’t think 
if they were shut down they could ever be started up again. 

I don’t see where they could be any good for standby whatsoever. 
They are antiquated, they are worn out, and the power company right 
now is in desperate circumstances. 

if one of their units goes down they have to drop load, they have 
no way to pick that load up from another plant because their trans- 
mission line won’t carry it and they don’t have another plant with 
capacity to furnish th: at service. 

Mr. Austrn. I have forgotten how or who brought out a moment 
ago that you had no experience there at all in generation of electricity 
or operation of transmission lines. 

Would that be any handicap? Could you hire experienced 
personnel ? 

Mr. Pererson. The personnel that is now operating the Western 
Colorado Power Co. lines and powerplants are local boys, high-school 
boys that started to work in the plants. 

They are carrying it on. I think that probably I see no reason at 
all why we could not employ experienced personnel and if necessary 
ull the local labor we need to carry on the operations of this plant. 

Mr. Austin. Mr. Meaker, as president of the organization, it would 
have been your intent, would it not, to have worked out an operating 
integration agreement with every power company close enough to you 
to tie in with; is that right? 

Mr. Meaxer. Absolutely. 

Mr. Austin. But you would have preferred to do it on the basis 
of two organizations negotiating across the table? 

Mr. Meaxer. That is right. We are willing to cooperate with them. 
If we are out, we will ask them to furnish us. If they are out we will 
furnish them. But we don’t want to be married to them. 

Mr. Austin. Mr. Meaker, there has been some discussion informally, 
a time or two, about a resolution passed by the board of Colorado-Ute 
in recent days. 

Mr. Peterson mentioned the meeting of Colorado-Ute on the third. 
Was that the date of the resolution, Mr. Meaker ? 

Mr. Meaxer. Yes. 

Mr. Austin. Do you have a copy of the resolution for submission 
to the committee? 

Mr. Mreaxer. I do. 

Mr. Austin. Can you read it at this time? 

Mr. Meaxer. The resolution reads as follows: 

Now, therefore, be it 

Resolved by the board of directors of the Colorado-Ute Electric Association, 
That the policies of this association as evidenced by the action of this board 
in authorizing the execution of the operating agreement with Western Colorado 
Power Co. and in authorizing the execution of the loan contract with the Rural 
Electrification Administration be, and the same is hereby ratified and confirmed. 

Mr. Horrman. What is the date? 

Mr. Mraxer. October 3. [Reading:] 

And whereas a question has arisen as to whether certain recently publicized 
‘comments of persons connected with Colorado-Ute Electric Association should 
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be construed as any change in policy on the part of the board of directors of said 
association; and 

Whereas this board does not now, never has, and never will attempt to contro] 
the thoughts or utterances of those connected with it; and 

Whereas this cooperative has entered into contractual obligations which it 
cannot now rescind. 

Mr. Austin. Is that the full resolution? Isn’t there another para- 
graph on it? 

Mr. Meaxer. That is the full resolution. 

Mr. Pererson. Mr. Austin, Mr. Meaker read the full resolution 
although he read the “whereases” last and the “therefore” first, but it 
is the full resolution. 

Mr. Austin. I see. 

Mr. Cuuporr. So we don’t get mixed up, do you want to offer a copy 
of it for the record ? 

Mr. Prrerson. Yes. 

By the way, this does include portions, it is part of the minutes 
and it includes page 3 of the minutes. 

Mr. Cuuporr. It is a certified copy of the resolution as it appears in 
the minutes of the Colorado-Ute; 1s that it ? 

Mr. Pererson. No, it isn’t; it is just a copy. It does contain action 
of the board concerning other aspects of the meeting. 

Mr. Austin. Can you strike out the extraneous material so the 
reporter will have it in the record ? 

(The document referred to is as follows :) 


BoarD MEETING, SALIDA, OcTOBER 3, 1955 


It was moved by Mr. Carlson, seconded by Mr. Hunter, that the following 
resolution be adopted: 

“Whereas a question has arisen as to whether certain recently publicized 
comments of persons connected with Colorado-Ute Electric Association should 
be construed as any change in policy on the part of the board of directors of 
said association; and 

“Whereas this board does not now, never has, and never will attempt to 
control the thoughts or utterances of those connected with it; and 

“Whereas this Cooperative has entered into contractual obligations which it 
cannot now rescind: Now, therefore, be it 

“Resolved by the Board of Directors of Colorado-Ute Electric Association, 
That the policies of this association as evidenced by the action of this board 
in authorizing the execution of the operating agreement with Western Colorado 
Power Co. and in authorizing the execution of the loan contract with the Rural 
Electrification Administration be, and the same is hereby ratified and confirmed.” 

The motion carried with 6 voting for it and 1 voting against. 


Mr. Austin. Can you give us the story of that resolution? What 
was the discussion concerning it, Mr. Meaker ? 

Mr. Mraker. We discussed the subject for somewhere near 2 hours. 
It was the general consensus of opinion of every member of the board 
that there was no other way for us to get the loan unless we went 
this way. 

Sinee oe had entered into the contract with the Western Colorado 
Power Co., this motion was put and passed and I do want to make 
this statement now that in all the years that I have been chairman of 


the board all the resolutions and motions have passed unanimously 
with the exception of 2 or 3 and that those 2 or 3 were 6 to 1. 

Mr. Austin. Mr. Meaker, do you have anything else that you would 
like to add now to give the full picture of what you think the situation 
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‘s there as to the pressures that have been exerted upon your organi- 
Zal ion ¢ 

Mr. Meaxer. After the statement I made in Denver at the hearing 
n Denver, I want to state here and now that I have nothing that I 
wish to have expunged from that record. 

I am fully aware that Mr. Nelsen does not like that statement. I am 
also fully aware that there wasn’t any possible chance for us to get 
inything else but what we already got. Since I was invited to the 
hearing in Denver and also here, I want to state my sincere expression 
that we have gone as a board down the line just that way because 
there was no other way for us to get the loan. 

Mr. Austin. Mr. Peterson, do you have anything further to add? 

Mr. Pererson. Just two short statements. 

One of them refers to a statement that Mr. Nelsen made in his 
testimony wherein he said in effect that he recommended to us that we 
look back to get the experience necessary to carry forward our future 
development. If we were to look back the only thing we would have to 
look back on to would be the service we had received from our existing 
supplier which is the Western Colorado Power Co., the one we are now 
in a partnership with and that service has been so bad that we do not 
feel that they are capable of operating a plant nor having anything 
to do with the plant if their service in the past has anything to do 
with what their service in the future would be. 

Then the other statement I have to make is that Mr. Franzmeir, one 
of the members of the Delta-Montrose Rural Power Association was 
in my office the day before yesterday and he made this statement. 

Mr. Franzmeir is an oldtimer in that area very substantial. He 
made the statement, the local people have been taken by the power 
company, they have been abused by the power company, and I just 
don’t believe they are going to want to go into any kind of a program 
that would set the power company up in business and benefit them at 
the expense of the farmers. 

Mr. Cuuporr. Mr. Dawson, any questions? 

Mr. Dawson. No. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. Yes. You two gentlemen both testified in Denver; 
didn’t you? 

Mr. Pererson. Yes. 

Mr. Meaxer. Yes. 

Mr. Horrman. The record shows that Mr. Meaker made a prepared 
statement and it covers just 44 lines across the page, that is all there 
is to that, of your statement. 

Then you were asked some questions. The record shows that Mr. 
Peterson made a prepared statement of 7 pages, then you were exam- 
ined and the examination covers 31 pages. You came from where 
here to testify today ? 

Mr. Pererson. I came from Delta, Colo. 

Mr. Horrman. At the request of the committee ? 

Mr. Pererson. Yes, sir. 

Mr. Mraker. Yes, sir. 

Mr. Horrman. One of the points you came here to make is that the 
co-op you represent, the Ute Association did not want to enter into 
any partnership agreement with any private company; is that right? 
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Mr. Pererson. Congressman, if I may answer that, our testimony 
here today : 
Mr. Horrman. Maybe I didn’t make it clear. Your testimony in 
Colorado was to the effect that you did not want—that Ute did not 
want to enter into any kind of an agreement with private companies, 
Mr. Prrerson. As far as my testimony is concerned, I testified to 
my own personal opinion on the matter. 

‘Mr. Horrman. Yes. 

Mr. Pererson. And I can truthfully say the opinion of the board 
of directors of the Delta-Montrose Rural Power Line Association, 
which is a member, and one for the partner of the Colorado-Ute. 

Mr. Horrman. Then the answer is * Yes,” isn’t it ¢ 

Mr. Prererson. Yes. 

Mr. Horrman. And your answer would be “Yes,” wouldn’t it, Mr. 
Meaker? You made it very clear that you did not want to do business 
with the private companies / 

Mr. Meaker. Yes; and I will add this to it. 

Mr. Horeman. Wait a minute. 

Mr. Mreaxer. Why should we, when we are underwriting the entire 
ticket, put them in business ¢ 

Mr. Horrman. Here is what you said out there. I am reading now. 
On page 1198: 


Hlowever, we did enter into the shotgun wedding and signed a contract with 
Western Colorado Power Co.; are now in the process of working out the details. 





You are the one who originated the “shotgun wedding” expression? 

Mr. Mraker. Yes. 

Mr. Horrman. Proud of it / 

Mr. Meaker. Well, it isthe truth. 

Mr. Horrman. And proud of it ¢ 

Mr. Meaker. We could not get the loan any other way. 

Mr. HorrMan. It isa very catchy expression. 

Did I understand you then to say in your testimony here today that 
you would do business with these private companies if you got 
your loan? 

Mr. Meaker. That is the only way we can get the loan. 

Mr. Horrman. So you said you would do it, but you did not want 
to do it because you don’t want to be made to. You didn’t want to be 
forced into it. 

Mr. Meaker. That is right. 

Mr. Horrman. So your objection is as to the method rather than 
the contract itself? 

Mr. Meaxer. No. 

Mr. Horrman. Don’t you realize, Mr. Meaker, and if you want to 
answer too, Mr. Peterson, it is all right—don’t you realize that to 
successfully carry the current to the consumers out there you will have 
to make some deal with the private interests unless you get the money 
to build a transmission line ? 

Mr. Mreaxer. Yes; that is right. We have to get the money before 
we can serve the public. 

Mr. Horrman. That is to say, if you get a deal now, the power will 
have to be carried over the private lines ‘if the people are to be served: 
isn’t that so? 

Mr. Meaxer. No. 


Oo} 
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Mr. Horrman. Colorado-Ute is setting up its own transmission 

es? But it hasn’t any transmission lines, has it ¢ 

Mr. Meaker. That is right. 

\ir. Horeman. It hasn’t ? 

\Ir. \MIEAKER. Yes: we made application fora loan. 

\ir. Horrman. Yes. What you are trying to do is get a $10 million 
to build one 4? 

\ir. Meaxer. That is right. 

\ir. Horrman. So the ditference between you and the Administrator 

that he wants you to now enter into this contract and have the 

ivate utilities perform a part of the service, and you folks the rest 


fitzisn’t that it ¢ 


\ir. Meaxer. He wants us to enter into this contract with the West 
Colorado Power Co., the people who have fought us for years. 
Mir. Horraan. Never mind that part of it. What you have done or 


hat they have done. He wants you now to enter into a contract under 


I 


which the people who want electricity will vet it. and get 1t now; isnt 


that right / 


plants and the fellow who wants the li 


t| 


— 


Mr. Pererson. May I answer that question / 
Mr. Horrman. I don’t care. Yes. Mavbe Mr. Meaker doesn’t want 


' Py PERSON, Since I am more familiar with the service area. we 
ve pretty well covered our area to be served. 
Mir. Horrman. With transmission lines / 
\Iv. Pererson. With distribution lines. 
Mir. Horrman. Yes; but what about transmission lines ? 
Mr. Pererson. That is only a means of getting power to the distri- 


ition system. 


Mr. Horrman. It is only the connecting link between the generating 
ohts. 
Mr. Pererson. That is right. 
Mr. Horrman. You can’t get the transmission of that power at 
‘nt except through the private companies and their lines; isn’t 
tright 4 
. Prererson. At the present time that is the only source of power. 
is our only source of power. 

HorrMan,. So unless you do enter into that agreement vou 
ks won’t get the power now and they won’t get that until you 
it S10 million loan approved: isn’t that right ? 

Mr. Pererson. That is absolutely right. I would like to add, 


cre 


-_ 


‘ 


Mr. Curvporr. Let him finish. 

Mir. Horraan. It will take so much longer. 

Mr. Pererson. There are two wavs to receive that power ai 
estion of what that power is going to cost you enters | 


( ture. 


If we can obtain power for our consumers much cheaper by building 


own transmission lines and generating plants and operatins 
ves. then that is our prerogative. 
 Horrman. Sure. 
Prererson. That is what we s 
‘consumers additional 
‘1 to pay the Western Colorado Power ¢ 


money, 
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Power & Light Co., money which our consumers will not 
benefit from ? 

It is our duty to try to serve our people as cheaply and as we mM a 

‘an possibly do. At the present time our rates are high. Our s 
is poor. If we continue to work with the same power company A 
we are working with now, we feel that our service will still be poor a 
our rates will be high. 

The only thing we can see where there is any relief for our farmers 
and our consumers as to this is to get our own generating plants and 
transmission line operated ourselves, and let the power company oper- 
ate their business, and we will operate ours. 

Mr. Horrman. All right. I am not criticizing you for wanting 
to do that. But you can’t do that until you get $10 million. a S10 
million loan from the Federal Government; can vou answer that wit] 
out any long argument ? 

Mr. Pererson. That is right, sir. 

Mr. Horrman. That is right, isn’t it 4 

Mr. Dawson. That is why the money was appropriated in order 
that he might get that loan for that purpose. 

Mr. Horrman. There is no money for this loan; what are you talk- 
ingabout? It is just like the election business. 

Mr. Dawson. This has already been appropriated for. 

Mr. Horrman. Do you know what the power rate will be, say, over 
the next 5 years, if you enter into an agreement where the private 
power company transmits electricity / 

Mr. Prererson. Where the power company operates the plants, do 
you mean, sir? 

Mr. Horrman. Yes. 

Mr. Pererson. That will cost us in the neighborhood of 11 mills, 
It is now costing us 11.8. I can’t see too much relief. 

Mr. Horrman. It isnow costing you 11.8? 

Mr. Pererson. That is right. I am satisfied if we were to elimi- 
nate the profit that the power company was making off our system, 
then probably we would be in the neighborhood of the 8-mill rate. 

Mr. Horraan. Don’t you know that the Administrator has made 
deals with other cooperatives and that every single one of them has 
resulted in more power at a cheaper rate under that so-called shot- 
gun wedding business ? 

Mr. Prrerson. Mr. Congressman, may I make a statement on that? 

Mr. Horrman. You said all you knew of was one. The Admin- 
istrator has testified here today that your company, Colorado-Ute, 
is the only one that is complaining now. 

Mr. Prrerson. I don’t believe that the Administrator or anyone 
else can draw a parallel between two different power companies situ- 
ated in different localities of the country. There is a lot of difference 
in power companies, the physical properties of the power companies 
and the method in which they operate. 

This is a milking proposition we have here in western Colorado. 
The Western Colorado Power Co. is being milked by its parent com- 
pany, the Utah Power & Light Co. They do not keep up dusie system. 
They charge high rates. Therefore, you cannot tie our plant to 
their plant ‘and use that asa parallel with some other power company 
that perhaps is a good operating company. 
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\iv. Horrman. What it all boils down to is that the Administrato1 
wants you people to make the same kind of agreement that has worked 
out successfully with other cooperatives and Colorado-Ute wants to 
run its own business, if and when it can get this $10 million loan. 

Mr. Pererson. Yes. May I make a statement on that, sir’ 

\lr. Horrman. Isn't that true / 

Mr. Pererson. That is not quite true. 

Mr. Horrman. What is wrong with that / 

Mr. Pererson. For the simple reason that there is no one set pattern 
for these partnership agreements. The Iowa contract is entirely dif 
ferent than the one proposed by the Western ¢ ‘olorado Co. here. The 
one in southeast Colorado is different from the one proposed here. 

Mr. Horrman. Have you now agreed to go into the partnership 
avreements 4 

\ir. Pererson. We have agreed that we are forced into it. That 
we have to go now in order to get power. 

Mr. Horrman. Have vou agreed to it / 

Mr. Pererson. Yes, we have had to. 

Mr. Horraan. You have been forced to, have vou? 

Mr. Pererson. 1 don’t see any other way out of it. We dont have 
any power. We have to get power quick. If it is going to take 2 
years to investigate a powerplant of our own, we can't wait that long. 

Mr. Horraan. Do you think any Administrator wanting to serve 
the people and conserve the national resources would approve a S10 
million loan without an investigation ? 

Mr. Pererson. No, sir: I would think he would not, but what I can't 
understand is why that investigation has not been done a lone time 
ivo: there has been plenty of time. 

Mr. Horrman. <All it boils down to is which is the most advisable 
way for all parties concerned? And you simply differ with the 
Administrator. 

Mr. Prrerson. I think the Administrator should have looked at 
all aspects to see which would be the best for the cooperative before 
the decision was made. 

Mr. Horrman. I can only tell you what we did in my small tow) 
of 5,000. When we wanted electricity, we built our own plant, and 
ve did not ask any gift of anybody, and it paid out. 

Mr. Cuuporr. If they approved the loan, why did they issue a stop 
order? There must have been a reason for that. 

Mr. Prererson. The stop order was based on—the initial stop 
order—as I understand it now, there are two stop orders. 

The initial stop order was based on the settlement of five condition 
and one of them was the selection of a plant site, another one was th 
assurance of a water supply. 

Another one was the assurance of a coal supply. Another one was 
that Colorado 20, which is the Delta-Montrose Power Line Associa 
tion, would in effect raise their rate to their consumers. Then I can’t 
remember any other conditions of the initial stop order. I under 
stand the second stop order was put on until such time as the Admin 
istrator had been assured that the Colorado-Ute board of directors 
Was satisfied with the operating contracts with the Western Colorado 
Power Co. 

Mr. Jonas. Are you ready for me, Mr. Chairman? 
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Mr. Cuuporr. Yes. 

Mr. Jonas. Mr. Peterson, I think the last condition was the one [| 
understood was the reason for the stop order that the Administrator 
wanted to be assured that the directors of Colorado-Ute are satisfied 
with this plan and are willing to go on through with it and that was 
the reason your board or the board of C ‘olorado-Ute on October 3, 
1955, had a meeting and by a vote of 6 to 1, voted to go on with the 
plan; is that not true, sir? 

Mr. Meaxer. That is right. 

Mr. Jonas. That is correct. Mr. Meaker, are you the one that voted 
against that ? 

Mr. Meaxer. No; as chairman of the board I don’t have a vote. 

Mr. Jonas. You took a vote similar to that before, didn’t you when 
you first voted to go into it, it was 6 to 1; wasn’t it / 

Mr. Meaxer. That is right. 

Mr. Jonas. So there is one person on the board that never has been 
willing to do this and never has approved it ? 

Mr. Meaxer. That is right. 

Mr. Jonas. But the other six have originally approved it and then 
as late as October 3 voted to go on with it and so notified the Admin- 
istrator ? 

Mr. Meaker. That is right. 

Mr. Jonas. Are you familiar with the telegram that Mr. Wilson 
sent Mr. Nelsen that has been referred to? 

Mr. Meaxer. Yes. Might I state with reference to that tele- 
gran 

Mr. Jonas. Yes, sir. 

Mr. Meaker. Before that telegram was drafted, after they had 
accepted the agreement with the Western Colorado Power Co., the 
entire board voiced their sentiments along the lines that this was the 
only way we could ever get that loan and just wired the Adminis- 
trator that we would go along. 

Mr. Jonas. So you told Mr. Wilson to send the wire? 

Mr. Meaxer. No; the board told Mr. Wilson to send the wire. 

Mr. Jonas. This is the wire he sent: 





Hon. ANCHER NELSEN, 
Administrator, Rural Llectrification Administration, 
Washington, D. C.: 

Our deepest gratitude and appreciation your untiring effort and devotion in 
obtaining G. and TT. loan for Colorado-Ute. The economy of the last frontier 
in Colorado can now be developed to its fullest extent and take its place among 
the important areas in the Nation again thanks to you and your staff for your 
xood work. 

CoLorRADO-UTE ELEcTRIC ASSOCIATION, INC., 
GEORGE G. WILSON, Secretary, Nucla, Colo. 

Dated May 26, 1955. 

Mr. Meaxer. That was the message sent to Mr. Nelsen after the 
shotgun wedding. 

Mr. Jonas. Isn’t it true that your real objection to entering into the 
so-called partnership agreement is because you had unsatisfactory 
relationships with the private company in the past? The fact is you 
have been hardly on speaking terms as individuals; isn’t that true‘ 
You have had arguments and controversies ? 

Mr. Meaxer. Definitely no. 
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Mr. Jonas. You testified in Denver that you did not want to deal 
with them because your experiences with them in the past had been 
insatisfactory. 

Mr. Meaxer. I testified in Denver that they went out before we 
could get our money and build lines into our thickly populated area. 

Mr. Jonas. That is right. You testified in Denver that one reason 
you didn't want to do business with them was because they had taken 
some ot your customers in vour terr itor ¥. 

Mr. Meaxer. That is right. In other words they were a dog-in- 
manger buneh. ‘They wouldn't serve us and the Vv didn’t want us to 
serve them. 

Mr. Jonas. That is right: they took some of your customers away. 

Mr. Meaxer. That is right. 

Mr. Jonas. And the minority on your board has never forgiven 
them: have they ¢ 

Mr. Meaker. Never have. 

Mr. Jonas. But the majority of your board is willing to do busi- 
ness: isn’t that the truth ? 

Mr. Mraker. That is the only way they can get the loan. 

Mr. Jonas. That is not what the Vv said in the telegram to Mr. Nelsen 
nor inthe resolution the *V passe «dl on October 

Mr. Meaxer. That is right but that is the only way they can get 
the loan. 

Mr. Jonas. You are telling us that the resolution does not speak 
the real sentiments of the board. 

Mr. Mraker. It really does not. 

Mr. Jonas. He says it does not. The resolution he brings here 
to establish 

Mr. Mraxer. They are in dire need of power. 

Mr. Jonas. To establish the views of his board doesn’t really repre- 
sent the views of the board. 

Mr. Dawson. Would you yield? 

Mr. Jonas. I yield. 

Mr. Horrman. May I say it for you? That they coerced them and 
blackjacked them. 

Mr. Dawson. We wouldn't call it a shotgun wedding, what they 
did to them. The day vou sent the telegram was after the loan had 
been canceled, this last ‘telegr: am. That was after the loan had been 
canceled ? 

Mr. Meaker. The loan has not been canceled. It was just a stop 
order. 

Mr. Dawson. Was that after the stop order ? 

Mr. Meaker. No. 

Mr. Dawson. That was before the stop order? 

Mr. Mraker. I don’t know the dates of the stop order. 

Mr. Dawson. It might be here, does anybody here know the date 
of the stop order ¢ | 
Mr. Cuuporr. Did you get a letter from the REA telling you that 
iey had issued a stop order 
Mr. Mraker. No. 

Mr. Cacporr. How do you know there is a stop order ? 
Mr. Pererson. I think I have that information in here. 
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Mar. Cuvuporr. They must have notified you of a stop order. They 
asked you to comply with certain conditions before they would release 
a stop order, isn’t that right ? 

Mr. Pererson. Yes, sir: that is right. 

Mr. Dawson. While he is looking up that, Mr. Meaker, to save time, 
the company had fought the cooperatives all the way through the 
vears, had they not, this power company, had they fought the cooper- 
tives / 

Mr. Mraxker. Yes. 

Mr. Dawson. And you only joined with them through the pressure, 
as a means to get the loan that you applied to the REA for / 

Mr. Meaxer. That is right. 

Mr. Dawson. And if it had not been for the fact that the REA 
gave you reason to believe that the only way you could get that loan 
was doing business with the power company you would not have 
signed it if you would not have believed that 

Mr. Meaker. That is right. 

Mr. Dawson. You are still of that opinion that you don’t want to 
do business with them ? 

Mr. Meaxer. That is right. 

Mr. Dawson. You are still of the opinion that the only way you 
are going to get your loan up to now is by joining with this power 
company ; is that right? 

Mr. Mraker. That is the way we feel about it. 

Mr. Pererson. Mr. Chairman, I have a copy of the stop order. 

Mr. Cuuporr. What is the date of that? 

Mr. Pererson. It isn’t dated except the conditions of the stop order 
states 

Mr. Dawson. Who signed it? 

Mr. Mraxker. I will have to explain how I got this copy of the stop 
order first. This was not sent tome by REA. I picked it up froma 
field engineer of REA who had gotten a copy of the stop order and 
I typed from his copy of the stop order just the conditions of the 
stop order and therefore I did not date it nor does it have a signature 
on it. 

Mr. Dawson. There is no question that a stop order exists. 

Mr. Mraxer. That is right. There are apparently two stop orders 
and it states in here, which might give you some idea of a date, that 
there will be no money advanced prior to July 1, 1955. 

The loan was made in May 25, 1955, so therefore the stop order 
had to be issued between May 25 and July 1, 1955. 

Mr. Cuvporr. You still don’t have any money? 

Mr. Mraxer. No. 

Mr. Dawson. And these resolutions that you were talking about 
were in October 1955; is that right ? 

Mr. Petrrson. Yes. 

Mr. Dawson. October 3, was the date of the resolution? 

Mr. Mraxer. Yes. 

Mr. Dawson. Of the board? 

Mr. Meaxer. Yes. 

Mr. Dawson. Last week? 

Mr. Mraker. Yes. 
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\ir. Dawson. You did that in order to try to get started once again 


| ley 
ease vet this money ¢ 
\ir. Meaker. Yes. 
\Ir. Dawson. That is the only reason why you did it; wasn’t it? 
In \fr. Meaxrr. That is right. 
th Mv. Pererson. To explain that a little bit further I might say 
pel that we have had a lot of expense in connection with the engineering 
al al talent that we have had on the job and we have had to dig 
up out fof our own funds money to pay both the engineer and the legal 
ure, insel and it is getting pretty hard to do and we are doing everything 
we can to try to “eet some money released so that we at least can pay 
the en oineer and the counsel. 
EA Mr. Jonas. May I ask a question right there just for curiosity / 
loan What does it cost to get a $10 million loan, say engineering and legal 
lave expenses? Just for my information. 
\ir. Cucnorr. Thinking of running a business? 
Mr, Jonas. IT might go into the business next year. 
it to Vir. Pererson. I can’t answer that exactly. 
Mr. Dawson. It is paid out of the loan? 
Mr. Jonas. Usually it is contingent on the loan being granted. 
you \fr. Prererson. Yes. 
wer = _ Jonas. Percentage usually. 
. Pererson. Percentage basis. Maximum payment is stipulated 
e loan contract from REA. 
e Mr. Cruporr. We had a man from California testify that was his 
business. He didn’t take any money unless you got the loan or he 
rder got whatever they wanted. 
Mr. Jonas. He is a promoter. 
I want to ask a question. It may be confidential. I did not want 
stop to pry in your affairs—it was just curiosity. 
ma \fir. Pererson. I didn’t know what the amount was. 
and Dawson. There is a very interesting statement on page 5 of 
the Mr. Nelsen’s testimony : 
ture There is no doubt in my mind that if the farmers did not have a right te 
finunce generation and transmission they would not have the bargaining position 
Which they have and that they have needed to obtain reasonable wholesale 
lers eee 
‘hat lo my mind that is the gist of the whole matter and in my mind 
that is the shotgun clause, the failure to carr y out that thing that he 
‘der stutes in here that the farmers need to protect them from the power 
CO! panies. 
Mr. Cuuporr. If there are no further questions I will read this 
very short statement in the record because I think it will straighten 
out something out and we will adjourn, 


Since we adjourned last night, I have been thinking about an in 
ent that occurred yesterday which seems to me to be of just as 
Much Importance to the American people and to Congress as any 
other matter we have considered at these hearings. 
Yesterday, unimpeachably recorded in the transcript of testimony, 
ve had exposed to us what is the true reason behind the administra- 
s policy of withholding important information of deep public 
ern from ( ‘ongress, from the press and from the American people 
«t's look at the record. 
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At the beginning of yesterday’s morning session we were informed 
by Secretary Aandahl that certain documents were so-called executive 
documents which the administration will not permit Congress to see, 

These are documents we had requested in connection with the 30,000 
kilowatts of power allocated to the State of Nevada but delivered 
to the Pacific Gas & Electric Co. without any benefit at all to Nevada 
(and I might add parenthetically—without any fault on the part of 
that great State). 

Mr. Aandahl explained very carefully that these executive docu- 
ments included internal memoranda-and recommendations made by 
one official to another in the Department concerning proposed official 
action. 

He indicated that the administration thought the public interest 
requires that officials be free to make recommendations without fear 
of their views being disclosed in a congressional investigation. 

I do not agree that this is a sufficient ground for withholding in- 
formation of a nonsecurity nature from Congress. Nevertheless, the 
argument is an understandable one if earnestly made. 

However, what occurred at the beginning of the afternoon session 
demonstrated clearly the deception behind this argument. 

At that time, my good Republican friend and colleague, Congress- 
man Jonas, of North Carolina, asked Mr, Aandahl to place in the 
record a recommendation he had made to the Secretary of the Interior 
that a certain contract be adopted and which the Secretary subse- 
quently had refused to approve, for the present at least. Mr. Aandahl 
then offered to put that document in the record. Notice carefully— 
this was an unapproved recommendation from one official, Mr. 
Aandahl, to his superior, Secretary McKay. 

Apparently it contains some material very favorable to a point 
Mr. Aandahl wants to make. I refused to admit the document in 
evidence since it was obviously of a type which has been consistently 
refused to the committee. 

Only yesterday morning similar refusals were made. I ruled that 
the administration can’t pick and choose the so-called executive docu- 
ments it will expose. 

Every editor and every citizen should consider this sequence of 
events very carefully. It can be easily verified from the record. I 
won't try to characterize what these events reveal as underlying the 
administration’s policy of suppressing information. 

The record of these hearings speaks for itself. 

Now, will you take that, Mr. Stenographer. 

Mr. Horrman. I have one of mine which I would like to read. 

Because the purpose of hearings and the manner in which they lave 
been conducted, that is, the calling of the witnesses, the acceptance of 
voluminous testimony in written form without opportunity to test 
the knowledge, the memory, or the soundness of views of those pur- 
porting to be responsible for it, has been under the control of and 
dominated by the subcommittee staff (Mr. Chudoff stated—L believe 
it was at the hearing in Denver—that he was from Philadelphia and 
didn’t know anything about REA co-ops). It is essential that, if just 
and accurate conclusions are to be reached, that the public know 
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something of the reasons back of the investigation by the subeom- 
mittee and the backgrounds of those who have been directing it. 

Repeatedly, it has been stated by the chairman that the hearings 
were instigated because of numerous complaints that had been re- 
ecived from those who might be termd preference customers. 

However, while many witnesses with either real or fancied griev- 
ances have appeared, and while many statements have been received 
from individuals or organizations which had, or assumed to have a 
grievance, not one of the minority members of the subcommittee has 
ever been advised nor able to learn, though often the request has been 
made, just who made these alleged complaints, whether they were 
spontaneous or inspired by the subcommittee staff, nor has a minority 
member been able to learn, prior to the appearance of a witness or the 
filing of a statement when the complaints were made, nor the nature 
of the complaint. 

From the testimony taken, the sources from which it came, and its 
import, one is justified in drawing the inference that much of the 
testimony given is the result of or, perhaps more accurately, now 
inspired by subcommittee staff propaganda and press releases issued 
by the chairman. 

Early in the hearings, it was admitted that James Lanigan, sub- 
committee counsel and one of those who shaped committee investiga- 
tions, hearings, and press releases, was formerly connected with the 
Interior Department. 

His method of examination of witnesses, as well as the selection of 
witnesses, indicates that he is not only disappointed with the present 
policy of the Interior Department, which calls for businesslike deal- 
ings with preference customers, but that he is not adverse to the cre- 
ating of a situation where committee reports may be issued which will 
reflect upon the integrity, as well as upon the ability, of those in the 
Department of the Interior who have recently been charged with the 
administration of the Department’s policy. 

Hf. Vance Austin, associate counsel for the subcommittee, who has 
actively assisted in the presentation of testimony and who is now being 
paid out of committee funds, has more than once been a Democratic 
candidate for public office. The fact that he has been a candidate for 
political office in no way reflects upon his ability or his integrity. 

It does, however, give some information as to his political philoso- 
phy, if that can be gathered from his political pronouncements. 

Mr. Austin came to the committee (stenographer’s transcript, p. 
1448) on leave of absence from his position as executive manager of 
the Colorado State Association of Rural Electrical Cooperatives. 
His activities as associate counsel to the subcommittee indicate that, in 
truth and in fact. he might well be considered as serving as associate 
counsel while still operating as a lobbyist for the Colorado association. 

[f his activities as associate counsel were to be matched, it would be 
necessary to call one of the able, vigorous attorneys of the private 
power interests. 

Had the minority desired and been able to have the opposition to 
Mr. Austin’s theories, views, and contentions answered by his oppo- 
site, it would have been necessary to have employed as his adversary 
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the most able, experienced, resourceful attorney for the power com. 
panies. Had the minority even suggested such a procedure, the ceil. 
ing on the caucus room and on the 1 various buildings where hearings 
have been held would have been blown off by the indignation, real or 
simulated of our distinguished chairman. 

The answ er—adequate, complete, and convincing to any fairminded 
man—to the testimony taken in the West and during the taking of 
which Interior officials were charged not only with improper conduct, 
but with violations of law, is clear. The charges have been ade- 
quately and completely annihilated by the statement of Ancher Nelsen, 
the REA Administrator, given today to the subcommittee. 

On pages 9 and 10 (mimeogr: phed statement) of what might be 
termed a general reply to the western witnesses, he said: 

The recollection of these witnesses also does not jibe with that of another payr- 
ticipant in these events—Mr. Dan Hunter, one of the Colorado-Ute directors, 
While I was at the NRECA regional meeting at Wichita a few weeks ago, Mr. 
Hunter came to me. I have his permission to relate Our conversation. One 
thing he told me was this: “Nev er at aby time did you say to us that we must 
do this, one way or the other.” He w ent on to say ‘that I told their committee 
when they were here in Washington, and this is a fact, that they would get power 
in the area, one way or another, and that I recommended that they do the best 
they could and get the best deal they can, but they would get a powerplant. 
We recommended that they use their best judgment, but we did not tell them 
“This you must do, or else.” 

Mr. Hunter has given me permission not only to repeat what was said, but 
also to tell this subcommittee that if it wants him to come to Washington and 
testify, he would be happy to do it at his own expense. 

So, Mr. Chairman, if you want the story from others, I know Mr. Hunter 
will come to Washington. I think you will find that Dan Hunter is not just 
an individual—he is an institution. He is a man of integrity, and a man who 
has the complete confidence of everybody. Others directors stopped by my 
office last winter on their return from the Atlantic City convention and urged 
that we proceed with the plan along the line that was eventually worked out 
Since the Denver hearings, a delegation from the Colorado-Ute service «ares 

came to see me and said that the testimony did not reflect the feeling of the 
board majority. 


Permit me to repeat that last sentence 


Since the Denver hearings, a delegation from the Colorado-Ute service area 
came to see me and said that the testimony did not reflect the feeling of the board 
majority. 

It is evident that what Mr. Austin and his associate counsel are 
attempting to do is to discredit the Department of the Interior, to 

secure for Mr. Austin’s employers special consideration, special f 
ors, to which under the law they are not entitled. 

What has been said with reference to the situation in the West is 
equally true of the situation which exists in the southeast and sout)- 
west areas, where Interior has been attempting to serve the needs of 
preferential customers. 

The record speaks for itself. The Department may well rest an) 
answer to the charges which have been made upon the testimony 
as given. 


Mr. Dawson. I wanted to make this statement for the benefit of the 
sive and others. At the time I was given the information that the 
oan had been granted before election and had been canceled after 


election. That information was given to me and was not stated 
by me to mislead in any form shape or fashion. 
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om- ver: HorrMaNn. What about further hearings, Mr. Chairman. 
c el]. Mir. (HUDOFF. lf everybody is through the subcommittee will ad- 
arings jorn until Tuesday, ¢ lctober 18 at 10 o'clock. 
‘eal or * MreHorrman. Will you have hearings later ‘ 

\r. Cuvuporr. We will give the 2 gentlemen, 1 from Boise, Idaho, 

Linded and 1 from Bonneville who are here an opportunity to be heard. 
ing of Discussion off the record. ) 
nduct, Mr. Cuvporr. The hearing is adjourned until next Tuesday. 
1 ade- ( Whereupon aut 6 Pp. Mm. the hearine was idjourned, to reconvene 
felsen, [ esday, October IS,at 10 a.m.) 
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EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


TUESDAY, OCTOBER 18, 1955 


Howuskr or REPRESENTATIVES, 
SUBCOMMITTEE ON PuBLic WorKs AND REsOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS. 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the caucus 
room, Old House Office Building, Representative Earl Chudoftf (chair- 
man of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Dawson 
(chairman of the full committee), Fascell, Jonas, and Minshall. 

Also present: William Pincus, associate general counsel of Com- 
mittee on Government Operations; Arthur Perlman, staff director, 
Subcommittee on Public Works and Resources; James A. Lanigan, 
counsel; and H. Vance Austin, associate counsel. 

Mr. Cuuporr. The subcommittee will be in order. Before calling 
the first witness, I would like to read the reply to the telegram that I 
sent to the White House requesting the names and dates and the official 
capacities of those present at the White House conferences which re- 
sulted in the famous Attorney General’s opinion of July 15, 1955, and 
I received a reply from the White House that I would like to read 
into the record. It is addressed to me and it is dated—evidently the 
White House telegrams are not dated: 

This is in answer to your telegram requesting that Governor Adams let you 
know immediately the date of every White House and Budget Bureau confer- 
ence concerning the disposal of power from Clark Hill Dam, and the name of 
every person present at each conference and the position held by such person. 
Compliance with your request would violate policy and practice governing the 
relationship between the Office of the President and the legislative branch that 
has existed since the beginning of our Government. Accordingly I must advise 
you that, consistently with such policy and practice, the information requested 
cannot be furnished to you. I can, however, tell you that all the conferences 
regarding Clark Hill Dam have been directed to seeking means of expediting 
accomplishment of the administration’s policy to dispose of Clark Hill power to 
the preference applicants therefor, in accordance with the law. 

(Signed) GeEratp T. Morean, 
Special Counsel to the President. 


I am not going to make very much comment on the answer except to 
ask this question: 

While the details of the White House and Budget Bureau conferees 
may fall under some alleged precedents of privilege, since when has 
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the public been denied the right to know who sees and talks to high 

Federal officials? When the facts regarding questions of the admin- 
istration’s integrity are hidden behind such a curtain and it is known 
that a Dixon-Yates company is involved, the White House must ac- 
cept full responsibility for the conclusions the public will naturally 
draw from such refusal. 

L would like to call—— 

Mr. Jonas. Mr. Chairman, before you call a witness, may I ask a 
question ¢ 

Mr. Crrvporr. Surely. 

Mr. Jonas. This adjourned series of hearings will end tomorrow 
night, as 1 understand ¢ 

Mr. Cuvuporr. The hearings will definitely end tomorrow night. 

Mr. Jonas. It is not planned to have further hearings in November 
or December on this power question ¢ 

Mr. ae It will be impossible to have further hearings on 
power this year. There may be some next year. I do not know. 
But the couse is going to conduct a timber investigation 

Mr. Jonas. I understand that. 

Mr. Cuvuporr (continuing). In November, in Oregon and Wasli- 
ington. 

Mr. Jonas. But it is anticipated that tomorrow night will end the 
hearings on this Interior Department power ¢ 

Mr. Cuuporr. Yes. We have only two other witnesses to heat 

Mr. Fascetn. Mr. Chairman, on that very point, we are discussing 
the question of power from the standpoint of preference customers 
only ¢ 

Mr. Cuuporr. That is right. 

Mr. Fascett. I do not understand that any future meetings will 
be foreclosed on the whole question of power. 

Mr. Cuuvorr. Oh, no. There may some hearings next year on 
power, on a different phase of power. But for this year, this will 
conclude the power hearings, and we will go into a timber investiga- 
tion in Oregon and W ashington i in the latter part of November and 
the beginning of December. 

Mr. Dawson. In order to clarify the record, if it develops in the 
meantime that additional testimony is brought forth or comes to 
the attention of this committee, it is possible that we will hold hear- 
ings on this subject matter following the new year. 

Mr. Cuvoorr. That is right. 

Mr. Dawson. Thank you. 

Mr. Jonas. One other question, please, sir. 

Is it the purpose of the committee to subpena or invite or permit 
the representatives of the Georgia Power Co. to testify today or to- 
morrow 4 

Mr. Cuvuporr. Well, we are not going to call the Georgia Power Co. 
We are not investigating private utilities. I do not blame the Geor- 
gia Power Co. or any other private utility for trying to get every- 
thing that they possibly could get. We have no quarrel with their 
operation. 

Our quarrel and our investigation is devoted to the fact that the 
preference customers are not receiving power under the Flood Con- 
trol Act as given to them under the law, and that is the investigation 
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we are making. We are not investigating Georgia Power. We do 
feel that they have done anything that requires an investigation. 
\lr, Jonas. May I make a very brief statement about that before 


roceed with witnesses 7 


Vir. Cuuporr. Surely. 
Vr. Jonas. On August 29, 1955, the chairman of the subcommittee 


da telegram which was reported in the press in Atlanta, signed 
by Mr. Harlee Branch, president of the Georgia Power Co., referring 
to the hearing which was conducted in Atlanta on the 30th of August, 
| believe, or maybe the Ist of September, around the turn of the 
month, requesting permission to appear and give testimony. The 
rman of this subcommittee addressed a telegram in re ply t to os 
Harlee Branch, president of the Georgia Power Co., dated August : 
h I would like to quote: 


Re your telegram, regret that time will not permit adding of additional 
esses to list scheduled to appear in Atlanta on September 2. Will advise 
when to appear in Washington in November or December if, as, and when 

nal hearings are scheduled 
Exart Cuuporr, Chairman. 

Mr. Cuvporr. That is right. I did send him that telegram, but 
as the investigation has developed, we feel that there is no need to 

«k into any activities _ any of the private power companies at the 
present time. Should we feel that that is necessary, we will have 
speci 7 hearings and liste nto all private power companies that wish 

be heard. 

Mr. Jonas. Mr. Chairman, in view of the request of the president 
of the Georgia Power Co. to yg in Atlanta and the refusal of 
e committee to hear him and the statement made to him by the 
Ciairman of the subcommittee that he would be permitted to testify 

Washington, | move that the committee send a telegram to Mr. 
ranch advising him that the committee will be in session tomorrow 
and giving him an opportunity to come here and present his testi- 
MOnY if he so desires. 

Mr. Cruuporr. Do I hear a second to that motion ? 

Mr. Minstranri. I second the motion. 

Mr. Cuuporr. All right. All those in favor say “aye”; against— 
the “noes” appear to have it. 

Mr. Jonas. I question the vote. I move that the committee be 
polled, 

Mr. Cuuporr. All right. Mr. Fascell ? 

Mr. Fasceiu. I vote “no,” Mr. Chairman. 

Mr. Cuuporr. Mr. Dawson ? 

Mr. Dawson. No. 

Mr. Cuvuporr. Mr. Minshi ull? 

Mr. Minswatt. I vote ‘ ‘yes," ? Mr. Chairman. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Aye. 

Mr. Cuvuporr. I will break the tie with a “no” vote. 

Mr. Dawson. Mr. Chairman, may I ask a question here? Should 
it develop at future hearings that it is necessary to have the testimony 
of the president of the a r company, he will be called here / 

Mr. Cuuporr. We will be very glad to call him, and other power 
companies, 


t 
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I want to say this to you, Mr. Chairman, that I have not called any 
of the private power companies because we are not investigating 
private power companies. We are only investigating the Interior 
Department to determine whether or not it is complying with the 
flood control act, to see whether or not power is being given to the 
preference customers under the flood control act. 

Mr. Fasceiit. I have not examined all of the transcripts of the 
hearings so far. But there is a glimmer of understanding that is 
beginning to get through to me, and I would like not to foreclose 
the possibility of calling all the private power companies involved 
in this entire matter to see whether or not there is not some concerted 
effort being exercised with respect to the prosecution of a policy, and 
I believe on that question that they not only should be heard, but 
we ought to find out exactly what they are doing, and how. 

Mr. Cuuporr. Mr. Fascell, we are not going into that. I just made 
a statement that we would possibly call them, but we will conclude 
our hearings for this year unless something comes up that requires 
® meeting this year, tomorrow night, after hearing the last two wit- 
nesses that we have scheduled. But I am not closing the door on the 
private power companies at all. I just feel that at the present time 
we are working on one particular phase, the preference customers. 

Mr. Fascety. I agree with that principle. Basically, my under- 
standing is that it is an arm’s-length transaction, and they have 
nothing to do with the prosecution of the Federal policy. But at the 
same time they are all wrapped up in this thing somewhere. 

Mr. Cuvuporr. And if the Secretary of the Interior wants to give 
them all the public power, you cannot blame them for taking it. 

Mr. Fascetyt. Well 

Mr. Dawson. Mr. Chairman, I want to join with Mr. Fascell in 
his idea there, because there seems to be a studied pattern, as these 
investigations develop, revealing that the smaller power companies, 
owned by greater power companies, are used as a cat’s-paw to favor 
the main company. 

Now, you take in Georgia, this Georgia company that we hear so 
much about is an affiliate owned by the Dixon- Yates setup, the South- 
ern. You take out in Colorado, the Colorado-Ute situation. There 
you have a power company loaded to capacity; it had a plant 30 years 
old. It was on the rocks because it could not expand. But it was 
being milked by the Utah Power & Light Co. We may investigate 
these power companies, and you will find interlocking directorates, 
maybe, in the smaller companies that are used as a cat’s-paw by the 
bigger companies to pull the chestnuts out of the fire for the bigger 
companies. 

I think that situation in Colorado is one of the worst I have ever 
seen. That small line there that was drawn on the map was where 
they are to be given entire control, management, and so forth, of this 
great system to be set up by the Federal Government. This control 
was to be given to a defunct organization, almost, one that is not mak- 
ing money but is being milked by the Utah setup which they have 
so carefully sought to keep out of these hearings as we progress. 

I think there is a situation where we may have to investigate the 
relationship between these great power companies and the Department 
of the Interior. I will not say the White House, but the Department 
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of the Interior. W hen the co- ops V isit Was shington, the Vv have been 
invited to the White House te cooperate, not to see the President as 
such, but to view the new White House that has just been remodeled, 
ind then in the course of things they speak to the President briefly. 

Georgia Power Co. also was invited, but it was not just going to look 
at the White House. There were conferences that are protected by 
the privilege which the White House exercises. 

Mr. Jonas. Mr. Chairman, I hate to seem in disagreement with 
the chairman of the full committee, but there was read into the record 
last Thursday a statement by the president of the Georgia Power Co. 
that he had never attended a White House conference ‘and discussed 
power matters. 

Mr. Dawson. I did not so interpret his statement. 

Mr. Jonas. The statement that Mr. Branch issued following the 
airing of those charges here clearly stated that he requested a hearing 
after the Georgia Electric Membership people had been at the White 
Houes in Dec ember of 19: 54, but he was not permitted to see the Presi- 
dent, but was permitted to see Mr. Adams for 30 minutes. 

Mr. Cuuporr. My interpretation of that statement was that he was 
not there on July 15, the date of the Attorney General’s opinion, but 
was there previous to July 15, and incide nally, if he had not given 
the statement, we would not have known he was there, because the 
White House did not tell us who was there. 

Mr. Jonas. That is right. He said he did not object to saying 
he was there. 

Mr. Cuvporr. Mr. Dawson, we are going to look into that phase of 
the power situation to determine whether or not the private companies 
have any relationship with the Secretary of the Interior to determine 
whether they have changed themselves and find themselves a prefer- 
ence customer, too. 

Mr. Fascett. I would hate to see the inquiry limited only to that, 
Mr. Chairman. I think that they have some problems, too, and we 
ought to determine what the nature of those problems 1 is and how effec- 
— the application of this preference clause is, because of ' the fact 

that they are dealing at arm’s length. 

Mr. CuuporFr. Nevertheless, we cannot get into it this week, and we 
will probably get into it next year. 

Now, in order to clear the record, I want to read the president of 
the Georgia Power Co.’s statement—— 

Mr. Jonas. May I ask, is that a statement or a news account ‘ 

Mr. Cuvporr. It is a news account. He is quoted by the United 
Press. Now, I have not received any official statement from him, but 
this is what appears on the wire coverages all over the Nation. He 
did not send mea statement or a copy of it: 

The issue—over who is to distribute power from the huge Clark Hill Dam 
on the Savannah River—became a hot political question of near Dixon-Yates 
proportion today. 

“Chairman Chudoff’s insinuations regarding White House conferences on the 
Clark Hill matter apparently are a part of a pattern of deliberate rate dis 
tortion,” Branch said. 

“While some governmental officials may be under ethical and traditional re- 
straints not to discuss their relations with the White House, we have no hesitancy 
n discussing ours.” 

The utility executive said that no one in his company attended a White House 
conference on July 15, the date the Attorney General issued an opinion, secret 
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until yesterday, to the effect that cooperatives must be given preference on 
Federal power and given “reasonable time” to find facilities for its tris- 
mission. 

Branch said that today was the first time he knew of any July 15 conference 
with Brownell. 

“We are completely in the dark as to its nature,” he said. 

He said, however, that after newspaper reports indicated that the Georgia 
electric co-ops talked with President Eisenhower personally about their “de- 
mands” respecting Clark Hill power, “we asked for the privilege of also pre- 
senting our side of the issue.” 

He said the power company was advised it would be impossible to see the 
President, but that a 30-minute conference with Adams could be arranged. 

Branch said, “The only persons” at that meeting last December 20, were Adams, 
C. A. Collier, who had represented the power company on the Clark Hill nego- 
tiations with both Democratic and Republican administrations, and himself. 

“I undertook to inform Governor Adams of the facts regarding the Clark Hill 
coutroversy but was able to do so only in a very sketchy way,” Branch said. 
“This was due to the fact that our interview was limited to 30 minutes and there 
were several interruptions.” 

“We felt our presentation was both inadequate and ineffective. I had the 
impression that Adams and others of the administration were anxious to resolve 
the issue as speedily as possible; but felt they should not do so without giving 
the fullest consideration to the wishes and demands of co-op group which had 
previously visited the White House.” 

Now, it appears from this release that the president of the Georgia 
Power Co. was at the White House not on July 15, but on December 
24, 1954. 

Mr. Jonas. Does the statement not conclude with the remark that 
the conference referred to in December with Governor Adams was 
the only conference attended by representatives of the Georgia Power 

’ . . . . q 
Co. with anyone at the White House with regard to Clark Hill? 

Mr. Cruporr. It does not say anything about that. 

TY * F oe . . 

Mr. Jonas. That appeared in the full statement which I saw in 
some of the southern papers. 

Are you reading from the wire service ? 

Mr. Cuuporr. I am reading from the United Press release on 
power. 

Mr. Fascery. Mr. Chairman 

Mr. Cuuporr. Yes, Mr. Fascell. 

Mr. Fasceitn. We are put in a peculiar situation now of having the 
executive branch of the Government, at a congressional committee’s 
request, giving us the ultimate objective of a conference or a series of 
conferences but declining to tell us who was present or what was said. 
And yet we find from an outside source who was present at one of 
these meetings. 

I just find it hard to conceive that there is such a privilege anywhere 
in the executive branch of the Government. I do not recognize any 
policy. There certainly is not any law. The matter is entirely un- 
related with national security. There is no breach of confidence on 
the part of the Executive, and it certainly seems to me that a request 
properly presented in the course of duly held meetings should be ful- 
filled completely. 

Mr. Jonas. Will the gentleman yield? 

Mr. Fasceiy. It is inexplicable to me. 

Mr. Jonas. Will the gentleman from Florida yield ? 

Mr. Fasceiy. Certainly. 

Mr. Jonas. That is just what we did not do. We never had any 
meeting of this committee and deciaea c& in ‘estigate any conferences 
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vere held at the White House, or the President or anything else. 
Vir. Fasceint. That is true, 
\ir. Jonas. All that happened was that the chairman of the sub- 
ttee sent a telegram on his own responsibility without having it 
red with the committee, to Mr. Adams. 

Vr. Fascenn. Of course, we went through all that. 

Viv. Cuuporr. Would the gentleman yield to the chairman ‘ 

Vir. Fascenn. Yes. 

Mr. Cucporr. IT want to say first that we did not know anything 

t the conference. 

Vir. Fascenn. That is what I wanted to point out. 

\ir. Cuuporr. It was only divulged to us in a letter of transmittal 
from the Attorney General to the White House in which he referred 
1o the White House conferences. If it had not been for these hear- 
ings. we probably would not have known about the conference. We 
would not have known about the Attorney General’s decision, because 

vould have been locked in somebody's safe over in the Interior De- 
martment. 

Vir. Fascenn. What I cannot understand, Mr. Chairman, is what is 
to bre aac ‘omplished by not making the inform: ition available. I cannot 
imagine anything that would have occurred or anybody that would 
have been present—and I cannot think of any reason why it should 
not be, except the determination that it would be the exercise of an 
assumed prerogative. 

Mr. Cuvporr. Well, somebody is hiding something, Mr. Fascell, 
because if they did not have anything to hide, they would certainly 
tell us about it. 

Mr. Fasceni. Mr. Chairman, I, for one, do not want to ascribe that 
particular motive to anybody. But I cannot think why the informa- 
tion should not be made ‘public. 

Mr. Dawson. It will come out piecemeal. 

Mr. Cuvuporr. All right. 

Now. I would like to call Mr. Harold Nelson, please. 

Mr. Nelson, would you please identify yourself for the reporter and 
for the committee. 

Mr. Netson. Mr. Chairman and members of the committee, my name 
is Harold Nelson. I am regional director of the Bureau of Reclama- 


tion. located in Boise, Idaho. 


STATEMENT OF HAROLD T. NELSON, REGIONAL DIRECTOR, BUREAU 
OF RECLAMATION, BOISE, IDAHO 


Mr. Netson. I think I should remark that my administrativ: 
tionships are a little bit different from some of your previous witncs 
in that our office administers primarily a reclamation program in i. 
Northwest, and I report to the Commissioner of Reclamation who, 
turn, reports to the Secretary of the Interior. 

Mr. Cuuporr. Now, Mr. Nelson, in order to advise you why we 
have called you, I would like to give a little background of our 
previous heari ings. 

We had testimony in Idaho Falls, Idaho, about a serious shortage o: 
present and future power in the southern and southeastern part of 
Idaho. in the Minidoka-Burley-Idaho Falls region. Towns and co-ops 
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who had purchased the Bureau of Reclamation power since 1910 sud. 


denly found themselves without any alternative supply and without 
enough from the Bureau. 


In the past the Bureau had encouraged its customers to use power 


widely and freely, but now the Bureau apparently wishes to disengage 
itself from this long-sti anding relationship and to shift its customers 
to private utilities in the area which have had a long history of 
antagonism to REA co-ops in particular and who have had little 
power to spare and do not really want to serve the Bureau customers, 
anyway, and, of course, they are charging substantially higher rates, 

And that is why we have brought you here, to determine whether 
or not these charges are justified. 

Now, Mr. Austin, will you take over the witness, please. 

Mr. Avustrx. Mr. Nelson, how long have you been regional director 

of region 1? 
Mr. Netson. I have been regional director of region 1 sinc 
1947. Prior to that time, I was assistant regional director from about 
1945. Prior to that time, I was in the field on construction in the 
Yakima project, and prior to that time I was in the Chief Engineer's 
Office in Denver. 

This is my 21st year in the Bureau of Reclamation, and I had about 
2 years prior to that in construction with the Bureau of Public Roads. 
lama graduate civil engineer. 

Mr. Austin. You have had, then, some 9 or 10 years actually in 
this area ? 

Mr. Netson. Yes, sir, I have. 

Mr. Avstry. As assistant regional director and regional director! 

Mr. Netson. That is right. 

Mr. Austin. Would you describe your duties as regional director / 
As you stated a moment ago, yours is a little different situation from 
some of the other witnesses that have been heard here. 

What are your responsibilities within the Bureau’s functions! 
Describe them as briefly as you can. 

Mr. Netson. Our responsibilities start with the inv estigation, mak- 
ing of reports, followed by the construction and operation of reclama- 
tion projects and irrigation projects. 

And in the process, occasionally it is possible to develop power, but 
insofar as the Bureau of Reclamation program is concerned in the 
Northwest, we do not have responsibility for the marketing of power 
on the main stem. 


The Bureau of Reclamation did construct and operate the Coulee 
Dam and the Columbia Basin project. 

We did construct and we operate Hungry Horse, but power from 
those two and other main-stem dams is marketed by the Bonneville 
Power Administration. 

The Bureau of Reclamation does, however, have the responsibility 
for marketing power in the Snake River, and there are 4 plants there 
with a capacity of about 50,000 kilowatts. That is nameplate rating. 

Now, we also administer about 18 reservoirs that control about 25 


million acre-feet of storage, and serve water to about 2,300,000 acres 
of land. 


Does that provide the background ¢ 
Mr. Austin. Thank you. Yes. 
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In the course of your duties, I would gather that you also have the 
responsibility for recommending new projects within your area. You 
said your duties included investigating and reporting and that sort 
of thing. 

Mr. Netson. Yes, sir. 

Mr. Austin. Do they also include the matter of recommendation of 
new projects for deve lopment within your area / 

Mr. Netson. Yes, sir. 

Mr. Austin. I wonder if you would go to your map over there. 1 
would like to express my appreciation for your having brought that 
map with you, Mr. Nelson. Itisa good one, and big enough so that 
everyone can see it. 

Would you give us a picture of the Bureau's facilities in the southern 
Idaho area? 

Mr. Nexson. I do not know that this map is exactly suited to what 
you had in mind, but we were able to have 1t mailed in over the week- 
end. It is a map that has been used for other purposes. 

However, for the benefit of the committee, you were meeting in 
Idaho Falls, and that is located about here in eastern Idaho. This 
is the State of Idaho. This map, incidentally, is the Columbia River 
drainage and the coastal drainages in the Northwest. So this part is 
in Wyoming; this part is in Utah; this part is in Nevada. This is 
the State of Oregon and this is the State of Washington. This is 
western Montana. 

The brown is intended to show in a graphical way the mountain 
ranges, and, of course, the dominant feature of the map is the Columbia 
River, which runs between the States of Oregon and Washington, and 
then on up into Canada. 

The Snake River is the principal tributary of the Columbia River 
and enters in the vicinity of Pasco, Wash. This is the Snake River, 
some 1,200 miles long. 

Now, in south Idaho, the Snake River forms a boundary between 
Oregon and Idaho, and then breaks out into what is called the Snake 
River Plain. 

Now, the areas in green are the areas that are presently being irri- 
gated in the Northwest. You will notice that they predominantly 
occur in the river basin and usually in rather narrow localities. 

The yellow areas are additional lands that are suitable for future 
irrigation development. 

Now, getting down to the Snake River itself, the principal projects 
of the Bureau of Reclamation in south Idaho are the Boise project 
and the Owyhee project in Oregon and Idaho, and the Minidoka 
project in eastern Idaho. 

Now, probably the simplest thing to do would be to start at the head 
= of the river and work downstream, explaining just where the ex- 

Ing powerpl: ints fit into the irrigation picture. 

St iting in the extreme he ~ end, there is a reservoir known as 
Jackson Lake Reservoir in the Jackson Hole c ountry, which is a stor- 
age reservoir of about some 600.000 acre-feet, but no power. That 
was built and entirely paid for by the irrigators 
_ Just below the Wyoming line is the Palisades Reservoir, which again 
S a storage reservoir. It will have an installed capacity of 114,000 
kilowatts. The first power will go on the line in December 1956, and 
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all of the firm output of this project has been sold to preference 
tomers; namely, to the city of Idaho Falls and three REA’s in the 
vicinity of Idaho Falls. 

Now, moving downstream we come to Burley, Idaho, which is +) 
heart of the Minidoka project. 

It is rather interesting to note that there the very first Fede: 
powerplant in the entire Northwest was built in 1909, and that play 
at that time had a capacity of about 4,800 kilowatts and was by 
solely for the purpose of furnishing summer energy for irigatio 
pumping. However, it made a be autiful setup. The summer energ 
was needed for irrigation pumping, and that left the winter energy, 
which was usable for domestic loads, available. 

So that probably was the start, way back in 1910 or LOLL, of 1 
first use of power by preference customers. At least some of ow 
contracts go back that far, with the city of Rupert and the city o! 
Burley 

That plant, through the years, was enlarged to the capacity of 
13,400. The enlargement in every case was authorized in connect) 
with more irrigation pumping. 

Now, that is the only powerplant on the Minidoka project— 

Mr. Avustrx. Mr. Nelson, could I interrupt with one furt 
question ? 

Mr. Netson. Yes. 

Mr. Austin. Since irrigation pumping has come to be thought | 
wells bringing underground water to the surface, is that what | vo 
mean, or do you mean elevation of water to a higher level for su 
irrigation / 

Mr. Netson. No. In those days of 1910 and 1911, sprinkler ir 
gation was unheard of, and the primary use was pumping out of Snal 
River onto the land. But since about 1915, there has been a tr 
mendous development of underground pumping. And it is an inte: 
esting thing to note that here the peak is in the summer and not tli: 
winter, which is usual for most power systems. 

This is a summer peak, and the shortage that is facing this pa 
ticular area right now is a summer shortage and not a winter shortage. 

Getting now to the Boise project, in about 1911, the first plant 
there was built to furnish energy for the construction of Arrow Ro 
Dam, which is on the Boise River, a tributary of the Snake River. 

Now, that in its day was the highest arch dam in the world. [i 
had a capacity of 1,800 kilowatts, and after the completion of Arro 
Rock Reservoir, it has been used for various purposes, but there aga 
that powerplant is primarily a summer plant. There is very litt) 
water. In fact, it is not operated at all in the winter. 

The next plant to be built on the Payette River has a capacity 
8,000 kilowatts. That is a tributary of the Snake River, and the 
again the entire summer output was underwritten by the pmo, 
or respective water users, to furnish pumping power on the Owy! 
project in the State of Oregon. 

So there again, we had a plant with an 8,000 capacity that had 
summer energy available, but a considerable amount of winter energy. 

Mr. Fasceitn. Mr. Nelson, excuse me. 

Mr. Netson. Yes, sir. 

Mr. Fascety. What is the present capacity of the Boise?  \ 

said it was originally 1,800. What is it now ? 
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Mr. Netson. No. That is still the capacity of one plant only, Boise 
diversion. The Boise project has three plants. 

Mr. Fasceiu. I see. 

Mr. Netson. The second plant I am describing is the Black Can 
von. 8.000. The third I am about to come to is Anderson Ranch, with 
°7.000. 

Mr. Fasceuu. I see. 

Mr. Netson. Now then, in 1951, the Anderson Ranch Dam powe! 
plant was brought on the line in connection with a storage reservoir 
Ol = upper Boise River of some 470,000 acre-feet. 

Incidentally, that is probably the first truly multiple-purpose pro) 
ect that was developed in this system, because it has flood control 
and power benefit as well as, of course, an irrigation benefit. But 
there again, the project was authorized primarily to furnish water 
for the irrigation of land, and the revenues from all of these plants 
have, through the years, helped to pay the cost of the irrigation 
development. 

So that rounds out the power development. 

Now then, the Boise plants, as you see, are operated entirely inde 
pendently of the Minidoka plant insofar as water is concerned. We 
must release water from mies age reservoirs in accordance with irriga 
tion requirements under water rights that have been established | 
the irrigators under the laws of the State of Idaho. 

Mr. Avustrix. While you are there, Mr. Nelson, would you give 

little bit of the picture of how the power from these Federal 
veneration projects reaches the customers that are served unde youl 
region 1 ¢ 

Mr. Netson. Yes,sir. Starting out in 1911, insofar as the Minidoka 
project was concerned, for many years that was a self-contained 
project. That is, there was enough energy developed through each 

successive enlargement of the Minidoka plant to take care of the local 
load in the area. 

So transmission lines were built from Minidoka Dam to the several 
pumping plants and to several municipalities, namely, Rupert, Burley, 
Paul, and 2 or 3 others, but there never has been a transmission line 
connecting this 15,400 kilowatt plant with the Boise project. 

Now, going over to the Boise project, the Boise diversion, which 
is only 1,800 kilowatts, incidentally—the only line there extends up 
from that plant to Arrow Rock Dam. That is all. 

Now, on the Payette River, the 8,000 Black Canyon plant, there is 
i transmission line from there to the o of Emmett, Idaho, and to 
the major pumping load on the Black Canyon project. But there 
gain, that plant is not connected by a F a ‘ral transmission line with 
the next plant, Anderson Ranch Dana. 

However, through the years, by contractual relationship, these 
plants have been integr: ated by wheeling contracts. The first of these 
really antedated the present contract with Idaho Power Co. There 
as been a series of 29 contracts in something like 40 vears that have 

omplished that purpose. , 

I -robably the most in nportant one now is a contract entered into in 
N50. Tere we had a perfect case for integration, in this manner. 

he Black Canyon plant of 8,000 kilowatts had no summer energy 
ivailable, but quite a lot of winter energy. It could be run, in fact, 
at full capacity during the winter. Now, the Anderson Ranch plant, 
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on the other hand, was above Arrow Rock Reservoir and you could 
release water in the summer and reregulate it in Arrow Rock. So it 
was very logical to take the summer production of Anderson and put 
it together with the winter production of Black Canyon and create, 
by the process of integration, some 11,000 kilowatts of firm that we 
otherwise would not have had. And, of course, we brought the Boise 
project in there, too. 

Then at that same time—— 

Mr. Jonas. Mr. Chairman, before he leaves that, may I ask 
question ¢ 

Mr. Cuuporr. Mr. Nelson—— 

Mr. Austin. Mr. Nelson, Congressman Jonas wishes to ask a ques- 
tion. 

Mr. Netson. Yes. 

Mr. Jonas. You have explained the tie-in between Anderson Ranch 
and Black Canyon. But I thought you had predicated that on a con- 
tract you said was signed. 

Mr. Netson. Yes, sir; in 1950. 

Mr. Jonas. Isn’t the Boise project a Bureau of Reclamation one/ 

Mr. Netson. Yes, sir. 

Mr. Jonas. And isn’t the Anderson Ranch one, too? 

Mr. Netson. Yes, sir. 

Mr. Jonas. You do not need a contract with yourself, do yous 

Mr. Netson. We signed a contract with the utility to effect the 
interconnection to the lines of the power companies. 

Mr. Jonas. What utility? 

Mr. Netson. The Idaho Power Co. 

Mr. Jonas. You mean, the Idaho Power Co. built the connecting 
transmission line between the two dams? 

Mr. Netson. They did not build it. They had transmission lines 
in the area. 

Mr. Jonas. They had one already / 

Mr. Ne.tson. We build out to those lines. 

Mr. Jonas. From each of the projects / 

Mr. Netson. That is right. 

Mr. Jonas. I see. Thank you. 

Mr. Austin. Would you like to have the reporter tell you where 
you were? 

Mr. Nerson. I think I have covered the situation other than to 

say that we must at all times, of course, operate these plants in the 
interests of releasing water for irrigation. Irrigation comes first. 
And, of course, we are required to do that by the laws of the State of 
Idaho. 

As a matter of fact, we do not operate either of these rivers. There 
is a State water master that does that. There are sort of three major 
crimes out in the sagebrush country. One might be killing some- 
body; another one might be stealing someone's wife, and a third 
one might be stealing water, of which probably stealing water comes 
first. 

Mr. Austin. I wonder, while you are still there, if you would 
show us just a little bit of how Minidoka is tied into this Black Canyon 
up there by integration; if at all. 

Mr. Newson. Well, Minidoka is tied into the lines of the Idaho 
Power Co. through these several wheeling contracts that have gone 
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k to about the vear 1921, somewhere in that period of time. It was 
out that time that the load of the Minidoka area exceeded the 
pra 1t\ of the Minidoka project. Assistance was possible to the 
extent that winter energy was available, first from Boise diversion 

im, Which was not being operated any longer for construction power, 

nd then finally Black Canyon; and, of course, when Anderson Ranch 

ime on the line, from Anderson Ranch. But the connection is e1 
tirely through the system of the Idaho Power Co. 

Mr. Austin. And Anderson Ranch is even disconnected from the 
other parts of the Boise project, except through lines of the Idaho 
Power Co. ¢ 

Mr. Netson. That is correct. 

Mr. Austin. So that you have actually three segments of your 
system there that are connected through the lines of the Idaho 
Power Co. ¢ 

Mir. Neutson. Yes, sir. 

Mr. Austin. And Anderson Ranch came on the line in what year, 
Mir. Nelson @ 

\ir. Netson. In 1951, I believe, or 1952; right in there—1952, IJ 
believe. 

Mr. Austin. The contract that vou referred to as going back to 
1921. then. referred to the interconnection generally of the Boise 
project with Minidoka ? 
~ Mr. Netson. Yes, sir. 

Mr. Austin. And then new contracts were established for taking 

ie of the Anderson Raneh power ¢ 

Mr. Netson. Yes, sir. 

Mr. Avstixn. While you are still standing, L might ask you if you 
would give us a little bit of an idea of the Idaho Power Co.’s system 
in southern Idaho. Is it largely steam/ Is it largely hydro? And 
where are the main plants? 

Mr. Netson. The Idaho power system, as well, of course, as the 
ederal power system, is entirely hydro. There are interconnections, 
however. There has long been a connection between the Idaho power 
system and the Montana power system called the Grace-Anaconda 
line, that comes down in this direction. ‘Then, the extreme southeast 
part of the State of Idaho is in the territory of the Utah Power & 
Light Co. The Bureau has never had any contractual relationships 
with the Utah Power Co. But the Idaho Power Co. does have an 
interconnection in the vicinity of Idaho Falls—incidentally, that area 
is in the territory of Utah—with the Utah system. 

Now, the Utah system does have a considerable amount of steam in 
the vicinity of Salt Lake that uses byproducts from the petroleum in- 
dustry, pitch and oil and so on. There are no other interconnections, 
is far as I know of, except that I should remark that the Bonneville 
system ends at La Grande 

Mr. Austrx. Could I interrupt vou, Mr. Nelson 4 

Mr. Nretson. Yes. 

Mr. AUSTIN. Without stopping your testimony, could I Say that 
we might come to that a little later when it might more clearly fit into 

e picture 4 

Mr. Netson. I think Dr. Pearl would be much better qualified to dis- 
uss that, anyway. 
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Mr. Austin. Thank you. It will enter into the discussion in some 
detail. 

Then there is no question at all about the integration of steam with 
hydro in this area; it is integration of hydro with hydro ¢ 

Mr. Netson. That has been the problem. That is exactly right. 

Mr. Austin. You have explained that there is an interconnection 
with the Idaho Power Co. in this area, and told us a little bit about 
their plants. Does the Idaho Power Co. have quite a bit of excess 
capacity there over their needs at the present time ? 

Mr. Nextson. I am not, frankly, too familiar with the operating 
characteristics of the Idaho Power Co. system. I suspect, however, 
that they must have, because of the runoff characteristics of those 
streams. 

For instance, Anderson Ranch has a peaking capability far in ex- 
cess of the firm that we are able to use. 

For inst ance, at Palisades, we are building a 114,000 plant with 
only about 25,000 of that firm. So I suspect that that must be the 
case for their system, but I cannot give you an accurate answer on that. 

Mr. Austin. You mentioned the Anderson Ranch peaking capacity 
being quite a bit in excess of its firm. Did you mean to imply that 
they get the use of that peaking capacity—the Idaho Power Co. gets it / 

Mr. Netson. We do have an arr angement to do some 5-hour peaking 
for the Idaho Power Co., in the 1950 contract, yes. 

Mr. Austin. Does the Idaho Power Co. have much storage behind 
its powerplants in that area ? 

Mr. Netson. I would say not. 

Mr. Austin. They are pretty much run-of-the-river plants? 

Mr. Netson. Pondage and run-of-the-river. 

Mr. Austin. Now, you have mentioned the power that you have 
available in the system that runs from Minidoka over to the Boise 
project, tied by the Idaho Power Co. lines. Who gets that power, Mr. 
Nelson? To whom do you sell it? 

Mr. Netson. The Federal plants, really, have three customers. 

We have, of course, the Federal loads themselves, which, of course, 
we consider to be our primary load, and they take up the bulk of the 
summer output. Then all of the firm that we have available on the 
combined system—that is, the Boise project and the Minidoka proj- 
ect—is being sold to preference customers on the Minidoka project, 
and one preference customer connects directly to the Anderson Ranch 
Dam, and there may be 1 or 2 small ones that take off of the Boise 
system. But predominantly, that is the situation. 

Then the balance—there is a varying amount of secondary energy— 
is sold to the Idaho Power Co. from the combined system. 

Mr. Austin. What is your firm rate for those preference customers, 
the little municipalities and the coope ‘atives in the Minidoka area’ 

Mr. Nerson. It runs from about 414 to 6 mills, depending on, you 
see, combination of capacity and energy. About 6 mills, I would 
say. 

Mr. Austrx. About 6 mills. And what is your rate to the Idaho 
Power Co. for the peaking power that they get from the dams? 

Mr. Nextson. We have 2,000 kilowatts of peaking power for which 
we receive 8 mills. 

Mr. Austin. And the Idaho Power Co. takes all of that; is that 
right ? 
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Netson. Yes; 5-hour peaking period. It is Just 5-hour peak- 


Austix. Do you have any secondary or dump energy at 


\Iv. Newson. Yes; we do. 

Mr. Austin. What do you get for that / 

Mr. Necson. The rate for that varies depending on whether it is 

enerated by high runotf—you see, during the snowmelt period, from 
about April to June, there is a rather high runoff, and that starts at 
| mill and goes up to a mill and three-quarters. 

Now, the last year, our average return from the company for all 

nergy sold from the Boise project was 2.1 mills, and the average will 
$c tuate depending on how much of this what we call flood runoff 
dump is in the system. 

Mr. Austin. Two point what / 

Mr. Netson. 2.1 mills. 

Mr. Austin. Does that include the peaking power ? 

Mr. Netson. Yes; that includes it. 

Mr. Austin. So that with the peaking power that they bought 
for as high as 8 mills, the average that they paid you for peaking 
and dump and everything was 2.1 mills? 

Mr. Netson. Yes, sir; that is right. 

Mr. Austin. In other words, they bought a lot of power—— 

Mr. Netson. The peaking was a very, very small component of the 
total, of course. 

Mr. Austin. Can you give us the figures on how much peaking 
power and how much dump power was purchased from this proj- 
ect by the Idaho Power Co. in the last year or two? 

Mr. Netson. Yes. I can probably take one typical operating year. 
1 did not know just what would be required. So I brought one of 
cur typical operating reports for June of 1955, and I believe I can 
give vou that figure from that report. 

Mr. Austin. Very well. 

Mr. Netson. Bear in mind, of course, the report that I am read- 
ing from is June of 1955, and the figures that I will give you will 
be for the preceding 12 months and, of course, that was the year in 
which the total energy from the system ran in excess of 300 mil- 
lion kilowatt-hours, whereas in a median year it is about 284 mil- 
lion. In other words, it was a year of an above average runoff. 

Mr. Austin. Could I clarify one thing? Just what year would 
this be? Would this be the middle of 1954? 

Mr. Netson. This would be from June of 1954 to June of 1955. 

Mr. Austin. Thank you. 

Mr. Netson. Now, in this particular year we show a sale to the 

urie Rural Electric Power Co-op directly from Anderson Ranch 
Dam of about 1,352,000 kilowatt-hours firm. That was all firm, 
nd the return is 4.86 mills for that. Then the peaking energy pre- 
viously referred to to the Idaho Power Co. was 3,650,000 kilowatt- 

us at 8 mills. Then we had 96 million kilowatt-hours of dump 
1.1 mill. 

Phen to a series of pumping plants on the Owyhee project for which 

pumping rate is 3 mills, we used 19,489,000 kilowatt-hours. 
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Now, for certain public authorities, that is, namely, irrigation dis. 
tricts, we sold another 12,766,000 kilowatt-hours at the 3-mill pumping 
rate. Now, that is all considered to be firm pumping energy. 

Then to the Black Canyon Irrigation District, which is a Federal 
project, operated, however, by the water users, we sold anothe 
6,107,000 kilowatt-hours at 3 mills; to the Emmett Irrigation District, 
which is likewise a preference customer, 600,000 kilowatt-hours, and 4 
rural load of 40,000 kilowatt-hours, for a total of 5.79 mills. 

Mr. Austin. Skipping any of those other—there are quite a nun 
ber of those that are preference customers—do you have 

Mr. Netson. And I can give you the deliveries to the Minidoka 
project for that year. They were 51 million 

Mr. Austin. Is this the group of 16 municipals and preference cus 
tomers ¢ 

Mr. Neuson. Yes, sil 

Mr. Austin. Right. 

Mr. Netson. They received 51,954,000 kilowatt-hours of firm. 

Mr. Austin. Did they receive any nonfirm / 

Mr. Netson. Yes. Part of their delivery is predicated on receiving 
energy during the summer months, and I would need to refer you to ai 
exhibit that is attached to our contract of 1950. I believe I furnished 
the committee a copy of that contract. It is called exhibit A, and 
there we have delineated the energy delivery by months based on 
median year. 

Mr. Austin. Now, you can lose me rather easily, Mr. Nelson, 
these things, but maybe I do not quite understand you. Did you te 
me that you would need to look at these papers to te Hus how mucl 
nonfirm power these 16 preference customers in the Minidoka system 
are taking? 

Mr. Netson. Yes. That spells out just exactly what they get. | 
am referring to a revision of May 1953 in which we picked up all ot 
the energy that we had available during the summer months, and if 

vou are interested, I can tell you how that varies. 

Mr. Austin. May I back up again to be sure that I understand / 

Mr. Newson. Yes. 

Mr. Austin. Here is the sheet that I think you were asking about 

Mr. Netson. Be sure you have the date of May 1, 1953, on the uppe1 
right-hand corner. 

Mr. Austin. Would it be possible for you just to summarize it! 
There would not be enough of these to go around, anyway. 

Mr. Netson. I think so. 

Mr. Austin. Would you tell us for this year that you are using tli 
figures on here—could you tell us how many nonfirm kilowatt- hours 
these Minidoka preference customers got / 

Mr. Netson. They got 51 million kilowatt-hours. 

Mr. Austin. Firm ? 

Mr. Nevson. Yes, sir. 

Mr. Austry. How many nonfirm that year? 

Mr. Netson. We class that all as firm, sir. 

Mr. Austin. They got no nonfirm power / 

Mr. Netson. No, sir. 

Mr. Ausrrn. That was the question I had in mind. 

Mr. Netson. But actually it is distributed during the year, s 
that by the ordinary definition of “firm,” it is energy that is availabli 
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percent of the time certain months, but it is far in excess of the 
energy that would be available for the low months. 

Mr, Austiyn. Yes. But as far as they were concerned, it fitted 

r load requirements, so that it was firm as far as your contract 
with them was concerned ? 

Mr. Netson. Yes, sir. 

Mr. Austry. And that went to them at roughly 6 mills, without 
holding you to an actual mathematical comput: ition ? 

Mr. Neutson. Yes. That counts wheeling. you see, that we have 
to pay 7 get it over there. It is 414 plus whee ling. 

Mr. Austin. And you think that would be about 6 mills. their 
total cost? 

Mr. Nevson. A mill and a half wheeling and 4 mills; yes, sir. 

Mr. Austin. Now, let me be sure I have these rough figures down, 
hat of the 300 million kilowatt-hours produced that year by your 
eae there—— 

Mr. Netson. Three hundred million produced. 

Mr. Austry. I beg your pardon. I had written “300 million.” 
suppose so. 

Mr. Netson. Yes. They received about 51 million kilowatt-hours 
on the Minidoka project. 

Mr. Austin. Yes. And at the same time the Idaho Power Co. 
received 3,650,000 kilowatt-hours of peaking power ? 

Mr. Netson. That is right. 

Mr. Austin. And 96 million kilowatt-hours of dump power? 

Mr. Netson. That is right. 

Mr. Austin. The rest of the total output of the project went to 
the irrigation district and pumping loads of the preference cus- 
tomers and governmental agencies ? 

Mr Netson. That is right. 

Mr. Austin. Let us review just quickly the history of this group 
of preference customers. Did you have a chance to look at the 
testimony that was given or to see the record of what testimony was 
civen ? 

Mr. Nextson. No, sir; I did not. 

Mr. Austin. You knew that it was available to the Department 
of the Interior? 

Mr. Netson. I came in, you see, on very short notice. I received 
a call Friday evening and arrived here the following Monday rather 
late in the day, and I have not read the testimony. However, I did 
read the newspaper accounts of the hearings at Idaho Falls. 

Mr. Avstry. I am sure that you are so completely familiar with 
the situation that there would be nothing new in it. But just review- 
ng very briefly, in the welcoming address that the mayor, Mayor 
Fanning of Id: tho Falls, ; gave to this committee, he told the committee 
this, that their municipal light plant was started in 1901 by very early 
settlers out there, and he said, and I am quoting the record here: 

These gentlemen never heard of the word “communism.” They certainly 
uld not be accused of socialism. They were rugged individualists that found 
they had no source of electric power in this area, and they were tired of the 

udgery that their families had to go through every day. And so they set up 


+} 


their own powerplant and then later when they needed some extra power, the 
tracted with the Utah Power & Light Co 
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which you said has lines in that general area, the Idaho Falls area of 
the State of Idaho? 

Mr. NELSon. Yes. 

Mr. Austin. Is the city of Idaho Falls at the present time a cus 
tomer of the Bureau / 

Mr. Nevson. They are a potential customer. They have boug 
practically all of the firm output of Palisades Dam. “As a matter of 
fact, the city of Idaho Falls worked very hard in the authorization of 
Palisades, I should say, and Mayor Fanning is a very fine gentlen 
and certainly a rugged individualist. I have to agree with you o) 
that. 

Mr. Austin. Then they will become customers of the Bureau 
the first time when Palisades power is available to them / 

Mr. Netson. Yes, sir. 

Mr. Austin. And you say that that would be available, I believ: 
you said, next year, did you not / 

Mr. Nenson. December of 1956. 

Mr. Austin. Now, the mayor of Burley, which is one of the toy 
in the Minidoka area down there underneath that little sign on 1 
map that says “Minidoka”—the mayor of Burley told us that th 
had made a lot of effort in the early days to persu: ade a private utili! 
to serve their town, and had not succeeded in getting it done, and <0 
they set up a municipal operation, and then they contracted with the 
Bureau of Reclamation in 1910, I believe he told us, and that they 
have been customers of the Bureau ever since that date. That is 
correct, so far as you know. is it not ? 

Mr. Netson. That is correct. There is this one difference. Thie 
city of Burley has no generation of its own. The city of Idaho Falls 
has both hydro and diesel. 

Mr. Austin. But they are running short of capacity and are going 
to have to have some more from some place else ? 

Mr. Netson. Yes, sir: that is right. 

Mr. Austin. Mr. Salmon and others in that general Minidoka 
project area told us that in the early days the Bureau was very, very 
anxious to sell the power and ac tively promoted the most widespread 1, 
logicial use of electricity in that area, so much so that the commu 
ties up there and the people i in those communities were urged to use 
electricity for house heating, space heating, and the heating of thei 
stores, and business places. That is all correct, too, is it not, Mr. 
Nelson? 

Mr. Netson. Yes. I think back in those days it could be said that 
the domestic load followed the irrigation load, and the hotel in Burley 
is still, to my knowledge, the only hotel heated by space heating. How- 
ever, the time was sure to come when, of course, the general growth of 
the area was going to outrun the capacity of the Minidoka project 
powerplant. And that is ex xactly what has happened. 

Mr. Austin. But in all the years since that first electric project— 
did you say 1906? 

Mr. Netson. 1909. 

Mr. Austin. 1909? 

Mr. Netson. Yes, sir. 

Mr. Austin. The first Federal power project in the Nation ? 
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\Mir. Netson. One of the first. There might have been one earlier 
down in the Southwest. 

Vir. Austin. All right. 

Vir. NELSON. This is the first in the Northwest. 

Mr. Austex. All right. But from that time until very recently, the 
bureau of Reclamation was urging these people in the frontier in the 

ce of electricity for every feasible use, by actual direction, were you 
ot / 

Mir. Nevson. I do not think I could quite agree with that. I think 
naturally we endeavored to market what we had available, but I do 
not think, as a matter of fact, we could urge the use of something 
heyond our capability of supplying. 

Mr. Austin. Well, you are familiar with the contract with those 
cooperatives and municipals down there, Incidentally, those coopera- 
tives down there, are they rural electric, REA-financed cooperatives ; 

io vou happen to knew. Mr. Nelson / 

Mr. Nerson. They are predominantly rural electric cooperatives. 
Incidentally, there is a lot of agric ultural load, pumping load, that 
goes to municipalities. Iam not sure how many of them actually have 
REA financing. IT cannot answer that question. 

Mr. Austrx. But are vou familiar with the fact that most of them 
were in existence long before REA came into existence / 

Mr. Netson. Oh, ves. Yes, sir: that is right. 

Mr. Austin. I have a few words here before me that came out of the 
contract with Burley, and I presume that this same wording is in 
most of the contracts in that area. In fact, the witnesses who testified 
in Idaho Falls testified, several of them, that they had this clause. 
This comes back to the Bureau encouraging the widest possible spread 
in the use of electricity. This is section 9 (a) from your contract 
with the city of Burley, or the town of Burley: 

The contractor, the town, will cooperate with the United States in promoting 
the widespread and abundant use of electric power and energy and in order 

encourage greater use of electric power by domestic consumers and promote 
increased commercial and industrial uses, it will be the primary objective of the 
parties hereto to make electric service available to the consumers at the lowest 
possible rates consistent with sound business principles. 

Mr. Netson. Yes. That clause is in the contract. 

Mr. Austin. That clause is in all these contracts down there, is it 
not / 

Mr. Netson. Yes. 

Mr. Austin. What was the purpose of inserting that clause, Mr. 
Nelson ? 

Mr, Netson, That is a piece of standard boilerplate. It was fur- 
nished us by the W ashington office, and I believe you would need to 
ask the Commissioner’s office that question. We have had that in all 
contracts for many years. I have observed that very clause. 

Mr. Avstry. But actually it was good business, was it not? You 

ane power to sell up there, and you were anxious under the laws of 

he Nation that that power be made available to just as many people 
< podenee There was nothing inconsistent with that cause in the 
eral operation of your projects, was there? 

a. Netson. The sale of that power certainly helped pay otf the 
project, to the extent that we had it to sell, yes. 
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Mr. Austin. It did contribute heavily to your total revenues there, 
to have that power sold, did it not / 

Mr. Netson. Oh, yes. 

Mr. Austin. And that meant that the pay-out schedule on the 
Minidoka project was met, so that that was not a subsidized project / 
[t was a paid-out project, was it not? 

Mr. Nevson. That is right. I think it has been, up to the present 
shortage, which is unfortunate, a very fine, harmonious working rela- 
tionship for a good many years. 

Mr. Austin. That was actually part of the basic resource principle 
that was used up there by all of your people in those Pacific Northwest 
States and many other areas too, to make the resources as they were 
developed by the Bureau of Reclamation available to as many people 
as possible; is that not right ? 

Mr. Nenson. Insofar is an irrigation project is concerned, to the 
project beneficiaries, | would have to say yes. 

Mr. Avstix. Do you recall in 1952, when you would have ~_ 
director of the region at that time, I believe, that Mayor Salmon, « 
the city of Burley- —I am not certain whether it was Mayor Sateose 
or someone else at that time—but someone for the city of Bur ley came 
to the Department, the Bureau of Reclamation, your office, and asked 
for a contract for 10,000 kilowatt-hours. Are you familiar with that? 

Mr. Netson, There are so many contractual relationships dow: 
there that it is rather difficult for me to pinpoint dates and places, 
But that could be true. I will take your word that that is so. 

Mr. Austin. I am quoting his testimony. 

Mr. Netson. He would have no reason to misstate it, I am sure. 

Mr. Austin. Now, what was done about that’ Was the city given 
the contract for the 10,000 kilowatt-hours ? 

Mr. Netson. The last time the city asked for an increase in its con- 
tract amount we did increase their contract demand, but I recall the 
figure as being 5,000, and as of this moment they have not exceeded it 

Mr. Austtx. I beheve that is what Mr. Salmon testified, that they 
weren't given the 10,000, they were given 5,000 only. 

Mr. Netson. I think that is about all we had to sell. 

Mr. Austin. What else were they told at that time by the Bureau? 

Mr. Netson. I can’t recall that. I am not familiar with it. 

Mr. Austry. Mayor Salmon testified that they told them that the 
10,000 would be available as they needed it, but there was no reason to 
contract for 10,000 at that point, that their power would be increased 
as the loads increased. Was that your understanding as to what was 
told the preference customers in 1952 as to additional power ? 

Mr. NELSON, No, sir: l don't believe that it is. There was general 
knowledge, however, that Palisades had been authorized in 1950. and 
American Falls, it was hoped, would be constructed. And I prestune 
that the thought was if and when those plants came into being tha 
they would then be able to get power from those. But certainly we 
have never oversold what we had a capacity to serve. 

Now then, in 1952. a request for funds was made for both of thos 
projects, and there was something about not being able to get criti 
vener: iting equi oo ht, or some thing, anyway, we were unsuccs ssful 
vetti hye either on st: irted. Sin ce then. P alisades has oon start 
and as a matter of fact. the Minidoka project will get 4.000 kilowat 
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from Palisades, though unfortunately that will not be available until 
December 1956. 

Mr. Austin. We will come to that in a moment. But do you recall 
what the substation facilities situation was in 1950 in Burley? Did 
you have substation facilities to have enlarged the service to them? 

Mr. Netson. It seems to me we had to enlarge. I can’t give you an 
accurate answer on that. 

Mr. Austin. Without having Mr. Salmon’s testimony before me to 
quote word for word, I am sure you will find that his testimony was 
that the city of Burley was told that you didn’t have adequate substa- 
tion facilities to go to ‘10,000 at that time, and there would be no reason 
for them to contract for the 10,000 at that time, because when they 
needed it, the substation facilities would be provided and the power 
would be available to them. 

That is the gist of his testimony. 

Mr. Netson. Never in my experience have we ever signed a firm 
contract for anything exceeding our available supply. Now, in the 
case of the Palisades project, with the preference customers that are 
there, we did sign future delivery contracts on a when-and-if basis. 
We could not commit Congress, you see, as to when Congress might 
appropriate funds. We have no control over either the authorization 
or the appropriation process. 

So I don’t see how we could get into that kind of a contractual situa- 
tion. And Iam sure that we did not. There must be a misunderstand- 
ing there some place. 

Mr. Austin. Concerning the city of Rupert, another one of the 
towns in the Minidoka area, one of these preference customers you are 
speaking of, are you famiilar with the fact that ever since they began 
using electricity, their sole source of electricity has been the Bureau 
of Reclamation / 

Mr. Netson. That is right. 

Mr. Austin. And their contracts contain this power-use clause that 
| read a few moments ago; don’t they ? 

Mr. Netson. I presume that they do; yes, sir. 

Mr. Austin. Do you know what their situation is as to requesting 
power from the Bureau of Reclamation / 

Mr. Netson. Yes; the city—in fact, I would say practically all of 
the 16 customers are going to—either have exceeded within the last 
year, or will within the next year exceed their present contract demand. 

Mr. Austin. Does your office prepare load forecasts for the area SO 
that you have a pretty good idea how much electric power is going 
to be needed by the preference customers in the area in general, years 
ahead ? 

Mr. NeLson. Not on a too formal basis. We are primarily an irri- 
vation agency, we have a very small staff, in fact I only have three men 
in the power division. And I doubt if we are ever in a position to 
make very much of a forecast, but we have endeavored to keep track of 
What is going to happen. 

Mr. Austin. You have actually sent out questionnaires, or sought 
information from these preference customers as to their thoughts on 
their power needs as much as 15 years ago; haven't you? 

Mr. Netson. Yes; I think that is in connection with the Bonneville 
nd the Columbia Basin reporting requirements it was desired to have 
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some idea in connection with the Columbia River Basin report, which 
was prepared in 1949, and I think in connection with that we did do 
that. 

Mr. Austin. When did it first become apparent to you that yo 
were going to run out of power down there ¢ 

Mr. Netson. We discussed the situation a year ago in 1954 with the 
preference customers in the Minidoka area, calling attention to the 
fact—you see, the load growth prior to that time had been very sloy 
and very moderate, and had been rather, I would say, in step with our 
irrigation developments. In other words, as more irrigation caine 
along which usually involved addition to the powerplant, then th 
domestic load went along with it. But, using Mr. Wright’s term . a 
couple of days ago, there has been a kind of explosion in the last 2 
years, but it has been a different kind of an explosion. It hasn’t ‘vi 
so much the growth of their industrial load, but all of a sudden we 
have had the development of underground water for agricultura 
purposes, and some of the REA co-ops or rural co-ops have bee: 
hooking on a lot of underground wells. And prices have been good. 
And that is, I would say, the thing that has accounted for the big 
jump in demand, the large irrigation pumping load that none of us 
could anticipate. 

Asa matter of fact, the Bureau itself, I might say, was caught short. 
We are buying right now from the Idaho Power Co. because we have 
no energy of our own available, no energy to supply wells on the nort! 
side pumping division, which will be supplied by Palisades in 1956 
But the rate of development has been such that public lands, that it is 
good business to put them into production, and we have been doing 
that. 

Mr. Austin. Mr. Nelson, from these studies that you were making. 
when did you personally first become aware of the fact from your 
forecasts that you were going to have a power shortage in years to 
come? What year did you decide that ? 

Mr. Nevson. We felt that our Palisades and our American Falls 
programs ought to take care of the situation until Palisades, which 
would be up in the 1960’s—but I will have to admit, when we didn't 
vet either one of those started, we realized we were going to be short. 
Better than a year ago we could see it coming. 

Mr. Avsttn. Quite a bit better than a year ago, as a matter of fact. 

Mr. Netson. Yes. In 1950 when we negoti: ated the contract there 
to protect ourselves we uae the sy stems were all interconnected, 
that we had better have some means—we didn’t want to pull any 
switches on anybody—of being able to. I would say somewhere in the 
period from 1950 to 1954, right in there ; yes. 

Mr. Austin. You realized that you were running up against the 
ceilmg on what power vou had. 

Mr. Netson. Actually we did. 

Mr. Austin. Actually in 1953 you took some steps, did you not, to 
increase some of the power there ? 

Mr. Netson. Yes; we did. 

Mr. Austin. What steps did you take? 

Mr. Netson. We had a w ithdraw al clause in the 1950 contract, and 
we got them to waive the 2 years’ withdrawal, and withdrew. 


Mr. Austin. Who is the “they”? 


EA 


which 


lid do 
it You 


th the 
to the 
y slow 
th our 
Came 
n the 
n ofa 
Z2or3 
t been 
Pl We 
Itura] 
bee 
good, 
1e big 
of us 


short. 
have 
north 
1956. 
t it is 
loing 


king, 
your 
I's to 


Falls 
thich 
idn't 
hort. 


fact. 
there 
cted, 

any 
ithe 


, the 


t, to 


and 





\CTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1501 


Mr. Netson. The Idaho Power Co. And we withdrew the rest of 
the firm that we had available. 

Mr. Austin. And also some peaking; did you not ‘ 

Mr. Newson. Yes. 

Mr. Austin. So that by 1953 you began to bring that power back 
so you would have it available for the preference customers ¢ 

\ir. Nevson. That is right. 

Mr. AUSTIN. Did you meet all of your preference customers’ require- 
ments In 1953 ¢ 

Mr. Netson. I believe we did—no; we did not. I will have to think 
back. I believe that we probably did that year. I know we did not 
in 1954, and I know we are not this year, I am not sure about 1953, it 
might have been a small deficiency. 

Mr. Austin. It was pretty close ¢ 

Mr. Netson. Yes. 

Mr, Austix. Did you take any other steps than that im 1953 

Mr. Netson. I am not aware that we did. I don’t know what we 
could have done. 

Mr. Austin. I was asking for information. That was no catch 
question. 

Mr. Netson. I believe we put in our usual appropriation request for 
both the American Falls and Palisades. 

Mr. Austin. What was done with those? Were they authorized? 

Mr. Netson. Palisades finally got started. And it is a good thing 
it did, because that energy is now going to be available for 1956. You 
see, we would have had to have started something in 1952 in order to 
have had anything this year. This is the year we are short, the next 
year. 

Mr. Austin. You mentioned that you put in both American Falls 

ind Palisades, and Palisades you testified will be in operation within 
relatively a few months, less than a year. 

Mr. Netson. Yes. 

Mr. Austin. Now, American Falls we would jike to discuss at some 
length a little bit later on. But you said you put in for American 
Fallsthat year. What h: appened to that ? 

Mr. Neuson. I believe that the request got as far as the Senate, and 
was disallowed. 

Mr. Austin. Isn’t it true that the request was withdrawn in the 
levised budget of that year? 

7 member, we had two budgets up before Congress that year, it 

ts In the first one, and then withdrawn in the second one. 

i Netson. Aren’t you talking about 1954 ¢ 

Mr. Ausrry. Fiscal 1954, but that was in the spring of 1953. 

Mr. Netson. That would be fiscal 1954. 

Mr. Austin. Yes, sir. 

Mr. Netson. I believe—I am not sure what did happen—lI believe 
vou would have to ascertain that at this end. 

Mr. Austin. In any event we could agree on this, couldn’t we, that 
you put it in and it was in originally, the request was in, but it didn’t 
vo through ? 

Mr. Netson. For 3 years running; yes. 

Mr. Austin. All aaa that is American Falls? 

Mr. Netson. Yes, sir. 
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Mr. Austin. Palisades was authorized. Now, in 1954, what was 
your situation for these preference customers ? 

Mr. Netson. In 1954 we had a deficiency, which under the terms 
of our 1950 contract was required to be funded from revenues that 
would normally have accrued to the Boise project, and we had an 
operating deficit of about $15,000; that is, the energy cost us $15,000 
more than our contracts with the preference customers allowed 
to collect, so we were short. 

Mr. Austin. What steps did you take that year to alleviate the 
shortage as much as possible for the future? Did you do anything 
further in connection with the contract with the Idaho Power Co.’ 

Mr. Netson. There was nothing that we could do after we had 
withdrawn the remaining firm that we had. 

Mr. Austin. You did, however, did you not, make an amendment 
to the contract with the Idaho Power Co. which may not have had 
much to do with the power, and it had an interesting clause in the 
preamble—this is correct, isn’t it, that as a preamble to that amend- 
ment which you put to the—— 

Mr. Netson. Yes; I think I know what you are referring to. You 
are referring to the charges for energy that we had. Yes. We 
changed the—we felt that the amount of defici lency was going to 
be so large we couldn’t do anything about it. We felt that “the cost 
for that energy would be reaching unreasonable proportions. And 
it was amended from something like $2 a kilowatt to 30 cents a kilo- 
watt and 5 mills a kilowatt- hour; that is right. 

Mr. Austin. In other words, the cost of this excess energy was 
reduced quite a bit by your negotiation and renegotiation with the 
power company, and you made an amendment to the contract. 

Mr. Netson. That is right. 

Mr. Austin. And in the preamble to that amendment I believe 
there was this clause; was there not: 

Whereas the customers of the United States, particularly of the Minidoka 
project, but not limited thereto, require more power and energy during the 
irrigation season of each year than is presently available under the 1952 
contract— 
and so on. 

In other words, setting forth clearly that you were short of power 
in that year? 

Mr. Netson. That is right. 

Mr. Austin. You had a contract with a penalty clause in it. How 
did it happen that the _ Idaho Power Co. was willing to waive that 
penalty clause? What were you able to use to talk them out of 
that ? 

Mr. Netson. I don’t consider that to be a penalty clause. You 
see, We have this situation. Normally, for the Federal Government to 
vo out and purchase anything, in this case energy, we would have to 
go to Congress and we would have to secure an appropriation for it. 
And we do just that for energy that we purchase, for instance, for 
our own use. Now, it happens that in negotiating this contract back 
in 1950—now, that, of course is quite a while ago, and it is ver y difficult 
to forecast what is going to hi appen, you might have a bre akdown of 
a unit—that has h: appened to us In the past—we might have an outage 
for some reason or other, and then, too, we might have no way of 
controlling the taking, since the systems are interconnected. So | 
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think that both sides realized that you can’t, when you reach contract 
limits, you just can’t pull a swite h on some ‘body, you can’t knock the 
* off. 

.to guard against that contingency, and until something im the 
way a additional power came on the line. it was necessary to have 
some way of paying for excess takings, if you had to do it. 

Now, that is the situation where you are talking about purchasing 
and not selling, and what you are pureh: ising is usually out of peak, 
and you get into all kinds ‘of technical arguments and discussions on 
what ths at cost you. And it usually is a rather high cost, because, 
since the whole area is hydro, if you get an unsuspected short require- 
ment, it would probably have to come from steam, and it would prob- 
ibly have to come from Salt Lake and have to be wheeled up. So, 
logically, the cost would be more than ordinary hydro, which you 
contract for over a long period of time. 

So that was the basis for putting provisions in there, so that we 
wouldn’t have to curtail somebody’s load. And I think that was 
thought to be at best a short-term situation. 

And that is how the original figures were arrived at. 

Ilowever, when the renegotiation was entered into, we were able 
to figure what steam costs, of course, laid down just as well as they 
were, and that is the reason why we got the amount reduced. 

Mr. Austr. Is it possible, too, that—you said that this wasn’t to 
he called a penalty clause, the rate was pretty high, and they did slice 
quite a lot off that cost of the power that you would have purchased. 
Is it possible that they would have rather cut it down than have an 
all-out move for more Federal generation up there / 

Mr. Netson. I couldn’t answer that. 

Mr. Austin. You wouldn’t say it was impossible 

Mr. Netson. No. 

Mr. Austin. You have stated that it is your responsibility to study 
the area and recommend new projects up in that area, and you have 
also testified that some projects are under construction at the present 
time, some that are all irrigation, and Palisades which would have 
quite a bit of power, too. According to the testimony of Mayor Salmon 
the Bureau also has plans to bring 61,451 acres there under irrigation 
cultivation in the next 2 years, adding 550 new farms to the area. Are 
those figures about right ? 

Mr. Netson. Yes, sir; that is right. 

Mr. Austin. And according again to the testimony that he and 
others gave, the past experience is for about every 250 acreas of irri- 
gated land there will be a new business in the surrounding towns, and 
there will be approximately 11 people brought into the area, and that 
for each person on a farm there will be 2 additional people in the 
nearby towns and villages, and all in all his testimony was that the 
bringing of this area under irrigation by the Bureau of Reclamation 
would brine some 4,000 more people into that area within the next 
relatively few years, 1965, something like that. 

Mr. Nrzson. I think that is a reasonable estimate: ves, I do. 

Mr. Ausrin. Now, in the normal load growth of these preference 
customers down there, they are going to have to figure also on these 
hew people moving into the area; aren't the 

Mr. Netson. Yes. 
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Mr. Austin. What do you feel about the Bureau’s responsibility fo; 
helping those people take care of the power needs of these people that 
are being brought into the area by the activities of the Bureau of 
Reclamation? 

Mr. Newson. We are probably getting into the same situation that 
we were in 5 years ago. The Palisades project, which is furnishing 
the water and the pumping power for this 60,000 acres, will likewise 
furnish enough energy to take care of that area until 1960. 

Now, I can’t say what will happen after 1960 unless some—if the 
growth continues at its present rate. But there again it is a question of 
how much this growth is going to be additional underground pumping g, 
That is a difficult thing to estimate. 

Mr. Austin. I would like to ask you what you think the Bureaus 
responsibility is in taking care of the power needs of these new people 
that you are bringing in? 

Mr. Netson.Well, sir, our primary responsibility turns, of course, 
on the development of the irrigation projects, and to the extent that we 
can develop power with them, we have endeavored to make that avail- 
able. But we hs ave not up to now developed any pure power projects 

Mr. Austin. Are you familiar with the letter that Mr. Tillery, whe 
is the super intendent of the Minidoka project, wrote on July 9 to the 
preference customery in the Minidoka area in which he told them of 
your problems in obtaining power ? 

Mr. Newson. Yes. 

Mr. Austin. And do you remeber what suggestion he gave to them 
as to what they were going to have to do about their power needs 

Mr. Nerson. Yes. I think he asked that they get together and 
undertake to negotiate for an interim supply of power until Palisades 
could come on the line. 

Mr. Austin. Where would they go to negotiate ? 

Mr. Nretson. They would need to go to the Idaho Power Co. Ob- 
viously, there is no other place they could go, unless they found it 
possible. to develop some generation of their own, which is highly 
unlikely. 

Mr. Austin. Almost an impossibility ; isn’t it ? 

Mr. Nerson. That is right. 

Mr. Austin. Wasn’t there also a little spur to their doing this 
rather rapidly by your suggesting that their summer power “needs 
would be billed . a little increase in rates until such time—— 

Mr. Nexson. I don’t construe that as a spur, I construe that as a 
hard fact of life. We were selling energy to them at less than cost, and 
we would like to break even on the transaction. That is just simply a 
matter of sound business. 

Mr. Austin. But the increase was to be 15 percent, wasn’t it ? 

Mr. Newson. The increases at that time, at the rate they were going 
would be 15 percent over just their summer taking, not their whole 
year’s supply, please understand that. It would be only about 15 
percent of their summer taking. 

Now, perhaps that has been misunderstood. Actually now that the 
season is over, I think our figures indicate that the deficit is going to 
be somewhat less than that. That was a conservative figure. And 
it would be just whatever it takes to make the Government whole on 
the transaction. 
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Mr. Austin. That would mean, then, that when you buy power 
from the Idaho Power Co. to serve these people, no matter how much 
they are buying from you—you said that this last year Idaho Power 
Co. got 96 million kilowatt-hours from you at 1149 mills—— 

\r. Necson, That was dump energy. 

Mr. Austi~. That was dump energy. But when you have to get 
+ back from them to serve those preference customers down there, 

heir rate is already 6 mills, but anything over that you have got to 
pay quite a bit more, because you are paying evidently quite a bit 
more to the Idaho Power Co. when you get those kilow: att-hours back, 
isn’t that right ? 

Mr. Nevson. We are not getting the same kilowatt-hours back, we 
ire buying firm. 

Mr. Austin. But it is still the same kilowatt-hours, and it is still 
pretty much in the same season, isn’t it 4 
~ Mr. Netson. No, not entirely. The bulk of the-—— 

Mr. Austin. But not exclusively 4 

\r. Netson. Not exclusively, that is right. You probably can tell 
from the analysis you have made that a lot of the dump occurs during 
the runoff before the irrigation season starts, and of course that isn’t 
exactly comparable at all. 

Mr. Austin. Your letter also recommended that these 16 customers 
tried to arrange a joint purchase from the Idaho Power—I mean Mr. 
Tillery’s letter, but it was written in consultation with your office—— 

Mr. Netson. Yes; I will take full responsibility with Mr. Tillery 
for that letter. 

Mr. Austin. And you suggested that they jointly get together and 
make this contract. Are you aware of the fact that they brought out 
in their testimony that there are a number of those preference cus- 
tomers and that the Idaho constitution completely prohibits them 
from joining with one another ? 

Mr. Netson, I was not aware of that. 

Mr. Austin. You have been aware of that ever since the letter came 
out, haven't vou? 

Mr. Netson. We have had a number of meetings with them, and 
[ might add we are continuing to meet with them. It is a tough prob- 
lem. We are giving them all the technical help, aid and advice that 
Wwe can, 

That was merely a suggestion on our part, thinking that the bar- 
caining position of 16 entities together was far superior to what it 
would have been if they had gone separately 16 different ways, es- 
oe ially since some of the loads are very small—I think some of them 

ire only a matter of 18 kilowatts, I think is probably the smallest, 

something like that. 

Mr. Austin. With the transmission system as it is, wouldn’t it be 
almost impossible for the power company to send in power for an) 
individual cooperative or municipal ? 

Mr. Netson. That is right. 

Mr. Austin, And your suggestion of buying together ran into a 
complete dead end, as far as the Idaho law is concerned, and put 
them into a situation where they couldn’t possibly do it as you sug- 
vested; isn’t that correct ? 

Mr. Netson. I am not sure that it is, but it could be. We didn’t ex- 
pect them to do anything that was constitutionally impossible, . of 
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course. What we thought was a constructive suggestion to solve 4 
rather diflicult problem ; that is what we were trying to do. 

Mr. Austry. And, of course, you had suggested that they join i 
their purchasing, which would probably indicate that you are aware of 
the fact that according to their studies, if they were ak to buy 
capacity separately, because of their difference of load peaks, the 
would have to buy 17.000 kilowatts 2 

Mr. Netson. That is right. 

Mr. Austin. But by joining together, 7,000 kilowatts would do it? 

Mr. Netson. We wanted them to take the advantage of their systen 
peak and diversification of their loads. And that is the logical thing 
for them to do from a technical standpoint ; that is right. 

Mr. Austin. Which comes right back to only one logical conclusior 
for the solution of that problem, according to the witnesses that we 
heard in Idaho Falls. And that was—— 

Mr. Cuvuporr. We will take a 5-minute recess. 

(Short recess. ) 

Mr. Cuvuporr. The subcommittee will be in order. 

gees Mr. Austin. 

Mr. Austin. Mr. Nelson, the question we were building—may I in- 
terr upt just to say that I have been admonished from this side of the 
table that we are going to have to hurry up. I will try to ask the 
questions as suecine ctly as I can, and I will ask you to answer them as 
succinctly as possible. 

Mr. NELson. I will try to cooperate. 

Mr. Austin. This preference customer group out there feels that 
there is only one possible solution to their problem, and you, of course, 
are fully aware what that is. They feel that it is up to the Bureau 
to make the purchases in some manner that the power can then be made 
available to them, and they feel that that responsibility is clearly on 
the shoulders of the Bureau of Reclamation, because of the actions of 
the Bureau in years gone by. And yet Mr. Tillery’s letter states: 
The United States is not in a position to negotiate the purchase of supplementa 
power for you or other distributors— 
and refers them to the Idaho Power Co. 

Now, is this poli; y yours, did you determine that policy ? 

Mr. Netson. That is a departmental policy, that the Government 
will not act as a purchaser of energy for resale- 

Mr. Austin. Now, you realize, of course — 

Mr. Netson. Beyond firming up. 

Mr. Austin. You realize that isn’t a power policy that is used every 
place by the Bureau of Reclamation to the extent that there would be 
no help given to groups like this other places? 

Mr. Nerson. I am not sure that I understand that. 

do know it is a policy question. 

Mr. Austin. In this partic ‘ul ar matter the policy came to you fron 
the Washington office of the Bureau of Reclamation ? 

Mr. Newson. Yes, sir. 

Mr. Austin. You don’t know just exactly who originated the policy / 

Mr. Netson. No, sir. 

Mr. Austin. What is your feeling in the matter? Would it be 
possible for you to, in some manner, obtain this power from the powe! 
company in order that the preference customers might have power ? 
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Mr. NeLson, Speaking to you honestly—and I think I have told 

jose gentlemen also in a very straightforward manner—they are plae- 

¢ a lot of confidence in me as an individual to do a better job than 2 
or 3} mayors of communities. 

In other words, I think their bargaining power is better than mine. 
But that is just a personal opinion. 

Mr. Austry. But they are up against the fact that they have no 
feasible way of bargaining individually with the power company. 

Mr. Nerson. If that is so, that is a ‘tough situation; I would have 
to agree with that. 

Mr. Acstin. In that case, it almost comes back to this solution sug- 
vested by you as being the only feasible one. 

Mr. Netson. But it is only a situation that will prevail for a year 
x two. I think all of us realize that until Palisades gets on to the 
line, one or the other of us has got to get by on interim energy, that is 
the whole picture. 

Mr. Austin. One or the other? 

Mr. Netson. Yes. There is no argument about paying for it, as I 
understand it. 

Mr. Austin. Now, isn’t it true that you expect another shortage in 
this same area by 1958 or 1959? 

Mr. Netson. 1960. I was thinking in terms of 1960. Yes, we do, 
if the growth continues at the rate it has had for the past 5 years. We 
would be unable to go beyond what we have coming out of Palisades. 

Mr. Austrn. Are you familiar with the letter from Assistant Secre- 
tary Aandahl to Congresswoman Pfost, in which he states that the 
shortage will occur again possibly in 1958 or 1959? 

Mr. Netson. There have been‘a number of ple ces of correspondence 
on that subject. I don’t remember that particular one, but that could 
well be. 

Mr. Austin. You are familiar with the situation, but IT might just 
quote from what Mayor Salmon said in his testimony, that: 

The moral and physical factors, coupled with the express provisions of the 
written contract, clearly spell out a utility obligation and responsibility to the 
public power distributors— 


he is speaking of all 16 of these in the Minidoka area, 

Now, I have here a a from Commissioner Dexheimer to Senator 
Dworshak dated May 4, 1955, on the Minidoka situation. Have you 
seen that ? 

Mr. Nenson. There again—it may be difficult to recall it exactly, 
but there again—I think they are all along the same gener: e ii 

Mr. Austin. In this letter it states: 


The Bureau will normally firm up the hydroelectric power supply only to the 
mount of hydro energy which will be available during the average water year. 

Mr. Netson. Yes, that is right. 

Mr. Austixn. Now, as an engineer, is that the utmost in feasibility 
for firming up a hydro project ? 

Mr. Newson. I am not an electrical engineer, but I will have to say 
this: 

On the system we have, there is not much rae between, for 
9 months of the year between, any kind of a year, whether it is a 
critical year or a high run of water side the bulk of the runoff 
comes during the snowmelt, for about 3 months in the spring. 
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So, for all practical purposes, what we have available is what we 
have available in median or critical years, it doesn’t make much differ- 
ence in our system, a hydro system. It is controlled by storage for 
irrigation. 

Mr. Austin. What about the firming up to an average water year. 
has that always been the policy of the Bureau to set the average Water 
year as the firm-up date ? 

Mr. Netson. I believe that I have noticed that in connection with 
some Missouri Basin criteria for the last 2 or 3 years. 

Mr. Austin. But you do not know that that was the policy before 
then; it could have been to a higher level than the average water year, 
then, could it ? 

Mr. Netson. It might have been. 

Mr. Austin. You don’t know 4 

Mr. Neuson. No. 

Mr. Austin. Could the preference customers in this area use non- 
firm power to advantage / 

Mr. Nevson. No—that is, it would be impossible for us to guarantee 
that that energy would always be available to them. 

Now, it is true there are certain months of certain years that hind 
sight demonstrates that energy was there. But it is just impossible 
to ; predict what lies ahead. For instance, this year up to the time | 
left Boise, it was heading into one of the dryest years we have had. 
In fact, we have less water, of instance, in ( wy hee Reservoir than sinc 
it was built and first filled in 1937. And therefore, I would be very 
reluctant to get into any kind of an arrangement whereby on a hydro 
system of this kind when a critical year comes along and we have 
contract commitments, the people have made investments and installed 
pumping capacity or otherwise on the strength of it, and the energy 
isn’t there, without some means of being able to make good on that. 

Mr. Austin. What was the last summer, a wet or dry year? 

Mr. Netson. I would say this last year has been getting into a dry 
year. 

Mr. Austin. What about 1954? 

Mr. Netson. We have had a succession of 8 above normal years 
The whole system has produced better than 300 million kilowatt -hours, 
whereas the median is around 280, and the minimum around 260 to 
270, something like that. 

Mr. Avusttn. You would agree, wouldn't you, that that policy, as 
you speak of it, the decision of the Bureau of Reclamation to firm 
only to an aver: age water year, is something of an arbitrary decision? 

Mr. Netson. Yes. I think it is a conservative assumption. 

Mr. Austin. And it also is completely incompatible with the utility 
responsibility, isn’t it ? 

Mr. Netson. Oh, yes. 


Mr. Austin. In other words, you have just said, “We h: ave no utility 

responsibility to those preference customers in that area. 

Mr. Netson. We haven't said it in exactly those ca We have 
said, “We will sell you what we have and you are welcome to it,” and 
that is about as far as you can go. 

Mr. Austin. But you won’t buy any power in order to take then 
over this next shortage year? Unless Palisades comes in, you have 
just 1 shortage year; that is next year, isn’t it? 
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Mr. Netson. That is right. 

Mr. Austin. Do you know whether the Idaho Power Co. will con- 
tract with them for just that 1 year, or not ¢ 

Mr. Netson. I didn’t know up until a couple of weeks ago, but I 
understand that the 16 people did appoint themselves a 5-man steer- 
ing committee, and finally had a meeting on that point. And I 
understand that—I was not there, but we did have an engineer present, 
and I understand that—a quotation was made for 1 year’s energy. 

Mr. Austin. That is very recent, then; is it not ¢ 

Mr. Netson. Very recent. 

I think it is something like 314 mills, with a $2 a month capacity 
_ urge. And, you see, based on load factor, the delivery price will 
be based on load factor, and about. 60- percent load factor would run 
about 7 mills, just as a calculation. 

Mr. Austin. You are aware of the fact that when the hearings 
were held in Idaho Falls they testified that the only contracts they 
could get were long-term contracts with the Idaho Power Co., that 
would keep them from going back to the Bureau when American Falls 
came in with additional power 4 

Mr. Netson. I don’t know about the years that may have been 
discussed. 

Mr. Austin. In this letter there is an admission that the contracts 
made during the last 8 or 10 months contain a provision, as follows: 

Nothing in this contract contained shall obligate or be construed to obligate 
the United States to increase any contract rate of delivery thereunder; if 
additional power is not available from the United States, the responsibility for 
securing additional power shall rest wholly with the contractor. 

Mr. Nenson. Yes. 

Mr. Austin. That is the guiding principle now, but that has only 
been in the contracts and in effect for how long—within the last 2 
years, anyway / 

Mr. Nevson. I expect that is right: yes. 

Mr. Austin. What other sources of power are there available to 
them? You mentioned that the only place they could go was to the 
Idaho Power Co., but from where else, at the moment, does your 
power come into that area? Isn’t there ¢ any other possibility at all? 

Mr, Netson. The only possibility that I know of would be through 
the interconnection with Utah—I doubt if the line to Montana has 
enough capacity, | have understood that is pretty tight. 

Mr. Austry. We would like to ask you just a little bit about the 
marketing arrangement with the Prairie Co-op; that is the one that 
you spoke of as getting power directly from Anderson Ranch, I 
believe. 

Mr. Netson. Yes. 

Mr. Austin. You also sell power to the Idaho Power Co. for resale 
to the co-op; do you not? Do you have them on a double basis of 
selling? 

Mr. Netson. I am not aware of it, if we do. I am aware that they 
come to Anderson Ranch, and have a contract commitment with us 
for delivery at that point through their own facilities. 

Mr. Austin. Could I ask, Mr. Chairman, that Mr. Nelson be asked 
to check that for us and give us a report on that, if he finds that he 
‘loes sell power to the Idaho Power Co. for the co-op, as well as give 
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us the rates that the Idaho Power Co. pays for its power and the 
rate it gets for its power from the Ferry Cooperative, and also the 
rate that the Prairie Cooperative pays you for the power that it buys 
from you directly. 

Mr. Netson. Would you type those out for me? 

Mr. Aust1n. It will be available. 

Mr. Newson. Fine. 

Mr. Austin. You stated that you didn’t know that you were com- 
pletely familiar with this letter from Secretary Aandahl to Mrs, 
P fost ? 

Mr. Nesson. I think I am familiar with the letter, but probably 
not down to the last figures and dates. 

Mr. Austin. It was undoubtedly cleared with you, wasn’t it? You 
have a copy of it in front of you. 

Mr. Netson. Yes. The letter I have here is the one from Dexheimer 
to Dworshak, but we received a copy of all that correspondence, and 
I am sure we have a copy of that letter in my files in Boise. 

Mr. Austin. But you didn’t originate this letter in your office? 

Mr. Newson. We might have, at that. We are occasionally asked 
to furnish material or data on questions of fact, but we rarely draft 
letters in this exact form, we merely send in a report on the matter. 

Mr. Austin. This letter refers to transmission limitation which 
would permit Palisades power to flow to Minidoka only during the 
irrigation season. Now, what does that mean? What is it about? 

Mr. Nurson. Where is that? 

Mr. Austin. That is in the last paragraph on the bottom of page 1, 
about the beginning of the third line, second line. 

Mr. Netson. Oh, I think that probably the term “transmission 
limitation” is a misnomer there. Actually, the Palisades project is 
operated as an irrigation reservoir. There is a large flow during the 
summer months. There is no transmission limitation on moving that 
energy out. But during the winter months the flow is restricted to 
conform to what we can regulate downstream, and all of that energy 
has been sold to preference customers in the vicinity of Idaho Falls. 

In other words, I think what is intended there is that the only 
energy that is available for sale to the Minidoka project is summer 
energy in connection with these large releases of water at Palisades, 
and not the capacity of the transmission line- 

Mr. Austin. Now, this projeect—— 

Mr. NeLson (continuing). Because I am sure that is not the bottle- 
neck ; I think it is the type of energy that the Minidoka project wants, 
which is aready committed to the city of Idaho Falls and the four 
preference customers there. 

Asa matter of fact, they would like to have more than we have avail- 
able. And their contract is prior to this late, new requirement on 
the Minidoka project. 

Mr. Austin. Now, you have a contract with the Idaho Power Co.— 
or is it the Utah Co.—for the wheeling of this power—or both? 

Mr. Netson. We at the present time do not have a contract with 
either one. But we are in the process of trying to work that arrange- 
ment out. We are building two transmission lines now from Pali- 
sades out to Goshen substation. We have a transmission line inter- 
connection authorized from Goshen down to American Falls. How- 
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ever, the Appropriation Committee for the—well, every year, as far 
as I know—has written into the appropriation language the require 
ment that we not construct the transmission line if we can work out 
a wheeling contract at the same or less cost to the Government, and so 
that has been the basis of our discussions. 

Mr. Austin. Now, didn’t you testify before the House Public 
bok Committee this year that the w heeling agreement had been 

evotiated and was on the Secretary’s desk for approval 

Mr. Netson. I thought I said it was in the process of negotiation. 
It is not now, it was not then, and it is not now on the Secretary’s 
desk for approval, but a proposal is on the Commissioner's desk. 

Mr. Austtn. .\ proposal is on the © onunissioner’s desk now ¢ 

Mr. Netson. Yes, sir. 

Mr. Austin. Now, is that to be a firming contract ? 

Mr. Netson. That is a wheeling contract. 

Mr. Austin. Wheeling only ¢ 

Mr. Netson. A wheeling contract, and I think the rate that has 
been worked out is 1.12 mills for something like 135 miles, which is 
based on what the line would have cost us to build. In other words, 
it is 1.12 mills for 135 miles, and also we tried to work out a market- 
ing arrangement for any dump or secondary that we have available. 

Ilowever, that dump energy will have a 24-hour withdrawal priv- 
ilege connected with it. So, if any use can be made of it by a prefer- 
ence customer, they will be in a position to apply for it. 

Mr. Austin. But the contract itself has no firming provision in it 
whatsoever. 

Mr. Netson. No, sir. There is nothing there that can be firmed up. 

Mr. Austin. I believe at one time you requested Federal construc- 
tion of these lines to take that power out of there, didn’t you? 

Mr. Netson. Yes, we did. We requested Federal authorization 
and construction, so that we could be sure of our bargaining position 
in the matter. 

Mr. Austin. And what developed on that ¢ 

Mr. Netson. As far as I know, the Appropriations Committee, the 
first time that we got down to making a request for funds for any one 
of the lines—and in this case, the only lines that we have requested 
specific funds for that I can recall are from Goshen to the dam, and 
we are building those lines. 

Mr. Austin. Now, Goshen—will you show us on the map—Goshen 
isa substation point, is it not ? 

Mr. Newson. Yes, it is. 

Mr. Austin. And at Goshen, who picks it up ? 

Mr. Netson. Goshen is a rather large substation located in the 
desert, about 16 miles out of Idaho Falls, and is a terminal point of 
the main transmission of the Utah Power, and an interconnection with 
the Idaho Power, and an interconnection of the Grace-Anaconda line. 
And we are building some 60 miles from the dam out to that point. 

Mr. Austin. You are going to be building out there. At one time 
didn’t the Utah Power & Light Co. agree to build that — 

Mr. Nexson. I don’t think they agreed to build it, I think they 
indicated that they would be intereste din building it. 

Mr. Austin. But you decided that you would build that part of it 


yourself ; is that right ? 
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Mr. Netson. Yes. There are no other facilities there, and it wil] 
be used solely for transmitting the — of the Palisades project, 
and I think we were able to make a “ase that we could build it as 
reasonably as they could. 

Mr. Austin. Then the Utah Power & Light takes it from Goshen, 
and they will wheel the power then to the city of Idaho Falls; js 
that right ? 

Mr. Netson. The city of Idaho Falls, since it is only 16 miles, | 
think would have the option of going either way. They could build 
their own line for that length, or they could make an arrangement 
with the Utah Power. And I am not certain as to whether or not 
they have perfected an arrangement, but they have indicated to us 
that that isa satisfactory setup. 

Mr. Austin. That the Utah Power & Light wheel the power? 

Mr. Netson. No; that we deliver to them at Goshen. 

Mr. Austin. But the Utah Power & Light Co. has no line at Goshen, 
How are they going to get the power to Idaho Falls ? 

Mr. Nevson. What T am saying is that the city of Idaho Falls indi 
cated to us that it was satisfactory to them to deliver their energy for 
their account at Goshen, and they would make the arrangements from 
that point on. 

Mr. Austin. Did you make this suggestion in accordance with thy 
right—the obligation, almost—of the “Bure au of Reclamation, that 
vou could build to the load center at Idaho Falls? 

Mr. Netson. No, we did not, but studied the possibility of routing— 
you see, there are two transmission lines out to Goshen, and we studied 
the possibility of routing one of the lines around by way of Idaho 
Falls, but the cost was far more, due to the rugged terrain and the 
60 miles of line involved, than to go as straight as possible to Goshen 
and for them to make whatever arrangement necessary for the other 
18 miles. 

Mr. Austin. But you didn’t consider the possibility of building 
directly to their load center? 

Mr. Netson. No, we did not. 

Mr. Austin. Actually, in this Utah Power & Light Co. line from 
the Palisades Dam to Goshen, you are really building a line almost 
on their system, are you not, to take the power from “Palisades over 
to Goshen ? 

Mr. Netson. No. We are building terminal facilities that will be 
owned by the United States. 

Mr. Austin. But is it not on their right-of-way! Is it along thei 
system ‘ 

Mr. Nenson. Yes: that is correct. 

Mr. Austin. And so you cleared all that with the Utah Power & 
Light Co. so that you could build on their right-of-way and their sy-- 
tem, this line of the United States Government ? 

Mr. Nentson. No; the line of the United States Government will be 
on right-of-way it has acquired, and the title will be held by the 
United States. Now, the physical interconnection at the end of the 
line will be within the existing substation of the Utah Power Co., = 
the equipment down to the circuit breakers will be owned by the 
United States, and we will have an easement for that purpose. 

Mr. Austin. Now, we spoke a moment ago of the shortage referred 
to,even after Palisades, to those preference customers in the Minidoka 
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aver. You suggested that it might be 1960, but Secretary Aandahl’s 
letter, Which you think may even have originated in your office, actu- 
ally says 1958 and 1959. 

~ \fv, Netson. I think that is a possibility; yes. 

Mr. Austin. Do you have any plans or recommendations to make 
for other power development in that area that could come to the aid 
those preference customers by that time ¢ : er 

Mr. Netson. Yes. We have as a part of our general investigation 
program this year, starting at the upper end of the river, 5 substan- 
tial possible power projects—2, I should say. 

Mr. Austin. Would American Falls be one of those ? 

Mr. Netson. American Falls is not substantial, but it could be; 
ves: it could be. 

* [Do you want me to show you the three locations? 

Mr. Austex. Could you show us those briefly, and we will go to a 
discussion of American Falls. Just point them out. 

Mr. Netson. We are investigating the Narrows project in the State 
of Wyoming, which will have 180,000 kilowatts. Now, you see it is 
between Jackson Reservoir and Palisades Reservoir, and we have a 
beautiful opportunity to develop energy in the wintertime when we 
need it most. 

Then immediately downstream from Palisades we are now process- 
ing a report on the Palisades reregulating reservoir that will have an 
ustalled capacity of about 45,000 kilowatts. And there again, you 
see that is below Palisades and above American Falls. So any water 
we cut loose in the winter we could recapture in American Falls. 

Now, that could be built very rapidly, possibly, since there is no 
storage involved; it is just the run of the river, it could be built 
within possibly 2 or 3 years. 

The next one—American Falls is authorized; I will go down the 
river. 

Immediately below American Falls Reservoir the United States 
has water rights for a plant of 30,000 kilowatts capacity, which is 
largely, however, a summer flow plant, because, you see, any water 
that is released from American Falls during the winter is permanently 
lost for irrigation, because there is no more storage on Snake River 
below. 

Now, the other one we are investigating and will have a report on 
this year is in the Mountain Home area. It is called Guffey dam site, 
and will have an installed—could have an installed capacity of 90,000 
kilowatts. 

Mr, Austin. How soon will vou be ready to make recommendation 
tor the authorization of those projects? 

Mr. Netson. We expect to have reports on the Palisades reregulat- 
ng and the Guffey by the end of this fiscal year, some time during this 
fiscal year. 

Mr. Austin. If they should be authorized immediately, how soon 
could power be on the lines # ; 

Mr. Netson. I would say that it would take a minimum of 4 vears, 
probably, for any plants, due to the time it takes to place orders for 
venerating and electrical equipment. Now, the construction of the 

egulating reservoir actually could be accomplished in something like 
» years. I don’t know whether we could get generating equipment 
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orders placed with the manufacturers in anything approaching that 
or not. 

Mr. Austin. If you were to say 4 vears for construction it would be 
in the next fiscal year, authorization would probably be toward the end 
of the year, that would be almost 6 years from now, would it not, at 
least it would be 6 years from the year 1955, which would put it into 
1961? 

Mr. Netson. 1960 or 1961, ves, that is right. 

Mr. Avsrrx. So that if this power shortage that is referred to here— 
you say 1960, this letter savs 1958 or 19! 59—that is going to come on 
after another ver y acute power shortage in the Minidoka ar “a, isn’t it? 

Mr. Nerson. Yes, we are heading into another shortage of a year 
or two or longer, depending on when and if anything further is built. 

Mr. Austin. So there is going to be another period of time when 
these co-ops are going to be ina very bad shape for power, in addition 
to this next vear before Palisades come on ? 

Mr. Netson. Yes, and that was another reason why we suggested 
that they attempt to work out some kind of an arr angement to take 

care of situations like that which had never occurred before in the his- 
tory of our relationship. 

Mr. Austin, You suggested that they do it, and they are suggesting 
that under the responsibility that they think you have you should es 
the power for those short periods of time for them, that is pretty mucl 
the situation, isn’t it ? 

Mr. Netson. That is right. 

Mr. Austin. Let’s talk about American Falls for a minute. How 
long would it take to get power from American Falls from the time 
construction was started ? 

Mr. Netson. It would be 4 vears. 

Mr. Austin. Four years. You have the dam there with penstocks 
in it, is that right ? 

Mr. Netson. We have the dam with openings, ves, but the bottle 
neck would not be the construction of the plant so much as the time 
it would take to get the turbines and generator equipment. 

Mr. Austin. You think it would take 4 years for that? 

Mr. Nerson. That has been our construction schedule that we have 
submitted to the Congress every time we have requested funds, ves. 

Mr. Avsrix. What is the present situation as to American Falls as 
to your power rights there? Do you have a rather unusual contract 
there? 

Mr. Nerson. Yes. American Falls has been in the picture all the 
way back to 1923. And when American Falls Reservoir was first au 
thorized and built it was necessary at that time to ae quire water rights 
for not only—well, primarily, let me put it that way—primarily for 
the right to store w ater in American falls, whic hi is 1, 100, OOO acre- feet 
of capacity. So water rights at that time were acquired, irrigation 
water rights, and in addition at that time half of the American Falls 
space was earmarked for the Minidoka north side pumping division. 

So as long as the storage was being provided, which would need 
to be pumped from Sn: ake River, it was also nec essary to work out 
a source of pumping power. And that is the reason why American 
Falls powerplant was conceived at that time. ‘ 

Now, that was before Palisades was ever thought of, it just had not 
been conceived of. Of course, since then you realize the Minidoka 
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north side has gone forward as an underground water development. 

{nd the reason for that was that in 1923, when the space was built 

nto American Falls, it was prior to the driest period in the history of 

the Snake River Valley. And from about 1934 to 1955 the existing 

deve lopments were so short of water it became necessary to sell them 

the water in American Falls that had been linked with the American 
ils power for use on north side. 

So now that frees American Falls power for possible use elsewhere. 

Mr. AUSTIN. But you still do have same commitments under the 
terms of an agreement with the Idaho Power Co. from whom that site 
was originally acquired—there are some obstacles to it, but have you 
made any’ attempt to wipe out those obstacles by purchase of rights, 
or some other way by which you could have unlimited use of that site 
for generation of power / 

Mr. Netson. We could not have unlimited use of the site, because 
¢ would interfere with irrigation. 

Mr. Ausrrex. Subject to the general irrigation rights. 

Mr. Nevson. We have all the rights that we require to build a powe1 

plant at American Falls. 
~ Mr. Austin. And that has been actually authorized for a good many 
vears, hasn't it ( 
’ Mr. Netson. I would say that it has been authorized only since 
the Palisades reauthorization in—it was either 1949 or 1950. Now, 
| think an actual appropriation was made as far back as 1927 to build 
American Falls, which imphes that there must have been some kind 
of authorization at the time which I think would have been of the 
order of one of these secretarial findings, but not a congressional 
iuthorization. 

Mr. Avsrix. But in any event, you have had it under study, you 
have requested funds that it be built, authorization has been there, and 
it Was actually—the constructions funds were in the budget for fiscal 
104, were they not ? 

Mr. Nerson. 1952, 1953, and 1954, yes, sir. 

Mr. Austin. But then they were removed in the revised budget, 
or at least you did not get the funds to build it. I vou had been able 
to build that with the authorization and funds given you at your re 
quest for fiseal 1954, when could you have had it on the line? 

Mr. Netson. It would have been in 1958. 

Mr. Austrx. Perhaps even before, wouldn't it / 

Mr. Netson. It would have been the same—it would have come in 
the same year that Palisades is coming in. Now, we should have 
started it in 1952 in order to have had it for this year, just as we should 
have started the Palisades. But the two would have been coming on 
together. You see, Palisades is coming on in 1956. So I would say 
that coupled with Palisades—Palisades is the important one. 

Mr. Austrir~. The current panes that you are operating under gives 
you some $9,700 there for study, I be lieve. What are you study ing? 

Mr. Netson. We are inde ‘xing up the—you see, the authorization in 

(N50 contained a limitation upon the cost of the plant of $6,800,000, 
and the current prices indexed up to date are $8,800,000 for the plant. 

Mr. Austriy. Could I clarify my question in order to save time 

Mr. Netson, We are going to submit a report bringing the amount 


ip to date on costs. 
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Mr. Austin. It is merely studying the design and the cost of it? 
Mr. Newtson, Yes, sir. 

Mr. Austin. Are you studying any partnership plan up there at 

all? 

Mr. Newson. No, sir. 

Mr. Austin. There is nothing like that at all involved? 

Mr. Netson. We are not. 

Mr. Cuuporr. The subcommittee will recess for lunch until 2 o’eclock. 
(Whereupon, at 12:30 p. m., the subcommittee recessed, to resume 
t 2 p.m., the same cay.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 
Mr. Nelson, would you resume the witness chair, please ? 


FURTHER STATEMENT OF HAROLD T. NELSON, REGIONAL 
DIRECTOR, BUREAU OF RECLAMATION, BOISE, IDAHO 


Mr. Austix. Mr. Nelson, just to go back for just a couple of very 
quick clearances on things that we talked about, but maybe did not 
finish our discussion on, concerning the possibilities of firming to a 
median water year there, if next year should be a good year, and you 
would have quite a bit of extra water there, would it be possible for 
you to make some of the power available from your hydro-electric 

capacity to the preference customers on the Minidoka systems? 

Mr. Netson. [f it fits their load pattern, I think such could be done. 

Mr. Austin. Now, concerning the Guffey Dam, which you men 
tioned just briefly as one of the possibilities, can you just tell me, 
would that be a run-of-the-river, or a storage project ? 

Mr. Nerson. That would be run-of-the-river. 

Mr. Austin. So that there would be no pool of any kind at all? 

Mr. Netson. It would be just pondage. 

Mr. Austrx. Now, is it true that the Idaho Power Co. already has 
some rights and has applied for a Federal Power Commission license 
for Guffey ¢ 

Mr. Netson. No,sir. Iam not aware of any application for Guffey. 

Mr. Austin. Mr. Chairman, so that the witness could be quite cor- 
rect, without having time to check at noon—— 

Mr. Netson. I believe that they did some preliminary work on it 
in the way of a preliminary permit some years ago for a lower dam. 
Now, we are looking at a higher dam. 

Mr. Austin. I see. 

Mr. Netson. And I do not believe there is a license application out- 
standing on that site at the present time. 

Mr. Austin. Would it be possible that we leave it that we will 
check with the Federal Power Commission, and if we find anything 
to the contrary, anything that would be of further importance, it be 
placed in the record ? 

Mr. CHuporr. Yes. 

Mr. Netson. To the best of my knowledge and belief, there is not. 

Mr. Austin. You may be quite 1 right. 

Mr. Cuvporr. The Federal Power Commission would have the 
information, though? 
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Mr. Netson. Oh, they surely would; yes. 

Mr. Austin. We did not have time to get it. We were speaking of 
\merican Falls. It is true, is it not, that the Government paid the 
idaho Power Co. $1 million for rights at American Falls ¢ 

Mr. Neztson. Yes. 

Mr. Austin. And that that investment of $1 million paid out by the 
Government is being repaid by the irrigators there and the power 
users, and will be paid by power users if there is power developed there / 

Mr. Neuson. Yes; that is right. 

Mr. Austin. So that it all fits into the rate schedule of either water 
or power ¢ 

Mr. Netson. Yes: that is right. 

Mr. Austin. And is it not also true that the Idaho Power Co., even 
after having received the $1 million for their rights there, has consist- 
ently opposed Federal construction of an American Falls powerplant ? 

Mr. Netson. That is a kind of difficult question to answer, to give 
youa forthright answer on. I do know this, that the American Falls 
Dam has come up for construction several times, and whenever it has, 
some arrangements have been made that have made the construction 
of the plant unnecessary. [also know that when it was before Congress 
the last time there was some local opposition to the plant. 

Mr. Austin. Hasn't the Idaho Power Co. appeared in opposition 
to the plant each time it has been discussed by Congress / 

Mr. Netson. They did appear in the Senate hearings. I remember 
that; yes. 

Mr. Austin. Now, under the contract you have, that would limit 
winter power generation from both the Minidoka and American Falls 
if it were to be built; that would limit that to 10,000 kilowatts; would 
that be any handicap to your getting enough power in that area for 
the preference customers that you have, and foresee within the reason- 
able future their loads ¢ 

Mr. Netson. No: I would say not, because, you see, the preference 
customers are usually, most of them, dual customers. They are also 
irrigators. One of the features of that limitation, insofar as winter 
power is concerned, was to conserve water for irrigation use, and there 
has never been a suggestion made on the part of either the irrigators 
or the power users that any water be wasted past the American Falls 
Dam for power purposes. 

As a matter of fact, as a part of the Palisades contracts, one group 
of irrigators purchased the right in a critical year to restrict winter 
water past American Falls, and reimburse the beneficiaries from the 
Minidoka powerplant, to wit, another group of irrigators, namely, 
the Burley and the Minidoka districts. 

Mr. Austin. But 1 do not believe I got quite the idea across that I 
intended to question you on. Is the 10,000 kilowatts, which would be 
the limit of your possible generation in wintertime, from both ee 
doka and American Falls under the present Idaho Power contrac 
there, would that winter firm give you enough capacity that you coul 
take care of the additional power needs ? 

Mr. Netson. No: it would not. 

Mr. Austix. Now, if it would not, what do you have in mind for 
tak ee are of the winter needs of those preference customers 7 

Mr. Netson. The other plant that I mentioned. the reregulating, 
which would have a large amount of winter firm. The immediate 
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possibility is a reregulating reservoir below Palisades. You see, that 
is between two reservoirs, and it would have a large amount of 
winter firm. 

Mr. Austin. All right. In other words, you would continue to 
press for more generation in the area / 

Mr. Nevson. Oh, ves. 

Mr. Austin. Now, I believe in 1952 you testified in favor of th 
Federal construction of Hells Canyon Dam. I presume that testi- 
mony was based on the premise that you were going to need a lot more 
power in this area—is that right—among other things? 

Mr. NeLson. Ye es: and also on the premise that we needed financia! 
assistance to Irrigation. 

Mr. Austin. You are familiar with the projects known as Mountain 
Sheep and Pleasant Valley ¢ 

Mr. Netson. Yes. 

Mr. Austin. I presume they have been developed under your guid- 
ance up there / 

Mr. Netson. We did the technical work on those two. 

Mr. Austin. Are you planning on pushing ahead for authoriza 
tion and construction of those 4 

Mr. Netson. Our reports on the feasibility of those 2 projects 
were transmitted through channels to the Commissioner approx! 
mately 2 years ago, and they are now in the Washington oflice, and 
I do not believe that any further action—it has not been processed. 

Mr. Austin. You are aware of the fact, are you not, that a new 
power group up there, called the Pacific Northwest Power Co., has 
recently filed applications for their own private development of those 
two sites ¢ 

Mr. Netson. Yes, Lam. 

Mr. Austin. And, of course, it goes without saying that if they 
should develop those sites, you would not have them for power at 
Minidoka or any place else where your customers there need it? 

Mr. Netson. That is right. 

Mr. Austin. Scriver Creek; that is another project. I do not recall 
whether you mentioned it or not, but—— 

Mr. Netson. No; | forgot to mention that one. But that was an 
oversight on my part. That has the possibility of 130,000 kilowatts. 
Storage is already built into Cascade Reservoir that would be a part 
of the water supply for that project, and there again, we have com 
pleted an engineering report on that particular project. 

Mr. Austin. The Scriver Creek project would be roughly four 
times current supply for the Minidoka preference group, would it 
not ¢ 

Mr. Nevson. It would be—there could be an installed capacity 
of about 150,000 kilowatts. Yes; that could be operated without in- 
terference to any irrigation water rights and would supply a large 
amount, in the order of four times; yes. 

Mr. Avsrix. In other words, what you have been saying here is 
that there is a lot of potential that could be developed there that would 
bring power into that whole area to take care of all of the needs 
of the aren ¢ 

Mr. Newson. Yes, there is. 

Mr. Austin. What has been the attitude of the Idaho Power Co. 
on the Scriver Creek project ¢ 
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Mr. Nevson. I would have to say this. I have not detected any 
pposition, nor have I noted any support. There has not been any 

ndication of an attitude there. 

Mr. Austin. Thank you. I did not mean to cut you off. Were 
you through ? 

“ Mr. Netson. I say, there has not been any indication of an attitude 
on that one. 

Mr. Austin. No indication at all / 

Mr. Netson. No. 

Mr. Austin. Now, earlier this morning you started to draw a line, 
in imaginary line on the map about an intertie, and I stopped you, 
suggesting that we hold that discussion, and if we could talk about 
that just for a minute, will you tell us what is now the situation as 
to the possibility of a power intertie between the Bonneville system 
and the Idaho Power Co. system ‘ 

Mr. Netson. The line that I was starting to draw was the limits 
of the marketing area as between the Bonneville Power Administra- 
tion and our office of the Bureau of Reclamation. I have not had 
anything to do with the intertie negotiations, I believe you will have 
to question Dr. Pearl on that. I was pointing out that the Bonneville 
system terminated at La Grande and that the western extent of the 
Idaho Power system was Baker. That is what I was endeavoring to 
show. 

Mr. Avstin. But the Idaho Power system that will be intertied 
with Bonneville is the Idaho Power Co. system which is all tied to- 
vether, that runs the length of the Snake Valley ? 

Mr. Netson. That is right, which we have been speaking about 
this morning, between the Boise project and the Minidoka project, 
That is right. 

Mr. Austin. Yes. So that whole system will then be tied into the 
Bonneville system by this Baker-La Grande intertie line? Am I cor- 
rect in that? 

Mr. Netson. It could be intertied. I am not aware of any of the 
sizes or capacities or the kind of intertie that is being proposed. 

Mr. Austin. Yes. Mr. Pearl, I am sure, will discuss that matter 
with us. 

Mr. Newtson. Yes. 

Mr. Austin. But when is the peak season of need for the preference 
cus — in the Minidoka area? 

Mr. Netson. It appears for the next 2 or 3 years to be in the period 
from June to September, but we can forese e beyond that a need on 
the part of the municipalities—I mean by that, the cities of Burley and 
Rupert—of winter power. They will have a winter peak. But the 
svstem peak now is in the summer, and we appear, for instance, to have 
enough capacity and energy both to carry them this winter, and I 
believe next winter. 

Mr. Avustrx. The peak is the summer? The peak problem is the 
summer for the next two summers ? 

Mr. Netson. That is right. 

xe Avstrn. Mr. Nelson, when did you first know about this inter- 

/ arrangement between Idaho Power Co. and Bonneville? 

“Me Nerson. I think when I read it in the paper, sir. 

Mr. Avsrrx. You mean you had no part whatsoever ? 

Mr. Newson. No. 
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Mr. Austin. And you personally knew nothing about it while it was 
in the negotiating stage ? 

Mr. Netson. Not athing. 

Mr. Austin. So even though you are the director of this region, and 
you are intertied in many, many places, and have many contacts with 
the Idaho Power Co., you had no knowledge of this contract what 
soever / 

Mr. Netson. No, sir. 

Mr. Austin. It would be fruitless, then, to ask you the question of 
whether you tried to get any provisions in there for the wheeling of 
power over the Idaho Power Co.’s system into the Minidoka area; 
would it not ¢ 

Mr. Netson. I think that is right. 

Mr. Fascenu. I would like to ask a question right there. 

Mr. Netson. Yes, sir. 

Mr. Fascenti. Do you not think you ought to be interested in trying 
to make some arrangements when you know that tie-ins are being made 
to get power down there when you need it ? 

Mr. Netson. Sir, that gets back to the question of primary interest, 
and I tried to bring out at the outset that my primary responsibility, 
as I understand it, has been one of irrigation de ‘velopme nt, and in the 
process we have gotten into quite a considerable power operation, but 
only to the extent as a marketing agent for the power that we have. | 
have never had any kind of directive or indication that I should go 
beyond that point. 

Mr. Fascetn. Even though there might be other Federal powe1 
which would be available to help your region, you are going to close 
your eyes because of a policy which has been enunciated and handed 
down to you’ 

Mr. Nerson. If there were power that we needed for irrigation pur- 
poses, I am sure we would have an interest, sir, but not for loads of 
that kind that are not connected with any of our irrigation projects. 

Mr. Fasceny. In other words, you are announcing again your pe) 
sonal policy ? 

Mr. Nerson. No. That is the policy under which the Bureau of 
Reclamation operates, as I understand it. 

Mr. Fasceiy. The departmental policy ? 

Mr. Netson. Yes, sir. 

Mr. Cuvporr. Mr. Fascell, the Department never wants to let its 
right hand know what its left hand is doing, and vice versa. 

Mr. Fascenx. I do not know. 

Mr. Netson. That is not a personal policy. That is—— 

Mr. Fasceni. Do I understand correctly, then, by what your test 
mony is right now, that you are prec luded as the regional manage: 
from going beyond the power that is actually developed in your ow: 
region to supply the edad the preference customers 

Mr. Netson. I am not sure that I could agree with the language 
“precluded.” I will put it this way, that—— 

Mr. Fasceit. The point is, you are not doing it ? 

Mr. Netson. We are not doing it; that is correct. Our respons 
bility ends short of that ; yes, sir. 

Mr. Fasceny. Your responsibility as enunciated, then, precludes yo 
from doing what you are not doing ? 

Mr. Nerson. Those are the facts. We are not doing it. 
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Mr. Cuuporr. Are you through, Mr. Fascell ? 

Mr. Fascenn. Yes. 

Mr. Cuuporr. Mr. Nelson, I would like to ask you just one question. 
It is quite lengthy, and I would like you to listen to it. 

Mr. Netson. All right. 

Mr. Cuvuporr. It is ‘something that occurred to me as this question 

as going on. 

"Kon, as regional director of region No. 1, you have a certain res aed 
sibility as to the conservation and development of those natural 1 
sources which are under the Bureau's jurisdiction. In your aikion 
you recommend development of reclamation projects. You supervise 
and distribute water and power from the Bureau’s projects. But there 
seems to be some kind of problem of what we call synchronization. 
You are developing more land, which will bring more people; there- 
fore, you will need more power, but you are not even providing ade- 
quate supplies of power for those people whom the Bureau of Recla- 
mation’s projects have brought to the land as long as 40 or 50 years 
ago. You are not moving a finger when the waterpower sites under 
your administration in your territory are being usurped by private 
utilities, which will produce a far lesser amount of power for anybody 
and no power at all for the Bureau’s customers. 

Now, in view of this situation, I would like you to answer this ques- 
tion: How will the Bureau develop other fertile but arid lands in the 
Snake River Basin when there will be no power project which could 
contribute power revenues to the development of reclamation projects 

Do you want me to repeat the question / 

Mr. Netson. No, sir. I followed you very closely. I believe I 
understand the question as you asked it. 

I will merely say this: That the Bureau has always developed irriga- 
tion projects concentrating on the irrigation aspects, realizing that 
there are a number of alternate ways of securing the corollary develop- 
ments. 

It not only applies to power, but municipal water, roads, schools, 
and I will cite the million-acre Columbia Basin project. There the 
Bureau of Reclamation is developing each year 40,000 to 60,000 acres, 
which is more land than we have developed down in the Snake River 
in 50 years—that is, the million acres—and there the Bureau of Recla- 
mation did not undertake the responsibility for the distribution of 
power, or the furnishing of munic ipal and community facilities. 

They have been undertaken by a number of other agencies. 

In other words, it is a joint responsibility of the State, the Federal 
Government, and other agencies. And the same applies to credit. 
And we have not gotten to that point yet, wherein the Bureau puts 
together all of the implications of a project and takes charge of all of 
them. We stop within our legal and delegated authority. 

That isthe best answer I can give you, sir. 

Mr. Cuuporr. Mr. Fascell ¢ 

Mr. Fascert. Mr. Nelson, will you tell me what you think of 
policy which announces to the preference customers in your area that a 
they have got to go out and look some place else for their power, and 
at the same time makes it possible for Federal power in another area 
to be delivered to a private company that is going to have to sell the 
power to the preference customers / 

Will you show what is sound and equitable about that? 
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Mr. Netson. I presume, on the advice of counsel, that is a question 
of opinion that I had better not answer. 

Mr. Fasceti. You mean, you have no opinion on it, or you prefe: 
not to answer? 

Mr. Netson. It would depend on the facts. That is one of those 
broad general questions to which I would obviously have to say, if 
there is power available one place and somebody needs it in another, 
why shouldn’t they have it? 

But in the question as you phrase it, it is difficult for me to give 
you an honest opinion, and I mean that. 

Mr. Fascenzt. Is it not true, also, that assuming the policy as 
enunciated under which you have got to operate is fair and reason- 
able, it cannot be inflexible ¢ 

Mr. Neuson. No, no policy is inflexible. 

Mr. Fascein. And it would be manifestly further unfair if these 
same preference customers who, by the enunciation of this policy 
in your region, are going to have to go out and buy primary power 
at 8 mills when they should be getting it at a lower figure and other 
power, cheaper power, is available? That is manifestly unfair to 
those customers, regardless of the policy enunciated ? 

Mr. Nerson. I hope that they do not have to buy primary trp 
at an exorbitant rate. I feel that they have had all the benefits of : 
very fine relationship in the past, and I see no reason why hit 
cannot expect that in the future, except for some of these temporary 
difficulties. 

Now, I would like to bring out one point that has not been brought 
out here: the advantage that those folks have there that is not even 
available on the Bonneville system, and by that I mean this, that 
when we commit the power on the Minidoka project, as we have 
committed it, to all of these people—they have contracts: that energy 
is theirs at that rate for all time to come. 

Now, when we bring another project into the system, as was the 
case on Palisades, or a higher cost project, we do not average in 
for ratemaking purposes, the new project with the old projects and 
then raise the rate. 

It is true, though, that any additional power we will bring in, 
we will price that to them at the cost of amortizing the new project. 

Now, in the rest of the Northwest, the preference customers do 
not have that intimate relationship with projects that have been 
developed. 

In other words, right now, as higher cost projects come in the 
Columbia River system, the time is going to come when the rate 
structure is going to have to be raised undoubtedly, because of the 
new higher cost projects, and it means that the people, regardless 
of how many years they had contracts with Coulee power, are going 
to have to pay the new rates, 

Now, these Minidoka people have the benefits of that Minidoka 
contractual amount, as long as they choose to keep it that way, and 
the only change in cost will be if the operation and maintenance 
goes up. But the capital investment. is fixed. They have a fixed 
stake in that project based on the contract commitments, and that 
is why we have not undertaken to sell them more than we could 
produce, because we have sold that to them at a fixed rate. And that 
rate has not varied, 
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Mr. Fascetn. But the additional power would not have to be sold 
to them at the contract rate you have now got ¢ 

Mr. Netson. No. The additional power would have to be sold 
at what its cost would be, yes; that is, cost plus wheeling. Yes, that 
is right. 

Mr. Cuupor¥. Are you finished, Mr. Fascell ? 

Mr. Fascety. Yes. 

Mr. Cuuporr. Mr. Dawson, did you have questions? 

Mr. Dawson. There is one question that has been interesting me, 
and that is about that 96 million kilowatt-hours that go to the power 
company at the dumping rate. That is more power than is used by 
the preferred customers; is it not? I thought you said 51 million 
kilowatts went to prefer red customers. 

Mr. Netson. No. They are receiving 51 million from the Boise 
project, but, of course, they are using a considerably larger amount 
from their direct purchases from the Minidoka project. But I still 
understand your question. 

Mr. Dawson. That is ight. 

Mr. Netson. And if you just talk in terms of kilowatts, without 
discussing what kind of kilowatts you are talking about, a kilowatt 
of dump energy is not the same as a kilowatt of firm energy, and 
di 

Mr. Dawson. What would it take, then, to make that 96 million 
dump into firm—how much firming would it take? What would you 
need to firm it ¢ 

Mr. Netson. There are 8,760 hours in a year, and you would have 
to spread that energy, instead of over a 2- or a 3-month period, you 
would have to spread it over a 12-month period; and not only that, 
but you would have to spread it over the lowest runoff year of record, 
firmed up, however, to a median year. 

Now, we feel that we are right now selling the preference custom- 
ers all the firm power that is available to them from the combined 
Boise and Minidoka projects. And I want to point out this: That 
when the 1950 contract was worked out, we almost doubled the suppl) 
of firm power that was available to those people by tying the Boise 
project together with them. 

In other words, they are now getting 11,000 kilowatts plus some 
9,000 that we are getting from the Minidoka project, and the 11,000 
will yield up to 80 million kilowatt-hours of energy to them. 

Now I think that—— 

Mr. Dawson. What would it cost to make that 96 million kilowatts 
usable to them? It is usable to the power company because you sell 
it to them for little or nothing ? 

Mr. Netson. Yes. 

Mr. Dawson. Now, what would it cost you to make that 96 million 
available to the preference customers ? 

Mr. Netson. Well, sir, we would have to go out and buy energy 
from some other source. In this case, it would be nonhydro. It 
would be steam. And then we would have to wheel that energy in. 
if we had the authority to do it, you understand—— 

Mr. Dawson. I understand that. 

Mr. Netson. It would probably come from Salt Lake, and it would 
probably lay down somewhere in the vicinity of 7 to 8 mills, I would 
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Now, I want to mention this right here and now, and that is this: 

‘That we have been discussing this problem with most people techni- 
cally, and as late as, I believe it was, August 13—that was the first 

opportunity I have had to sit down with them for a ‘ouple of months 
and one of their people, Mr. Shane, is an engineer for one of those 
cooperatives, and I asked him, “If there is anything in this available 
from the Boise project that you could use, underst: ‘anding the power 
game as you understand it, please apply for it, and we would be glad 
to see what we could do.” 

And he took a look. I have already in the past furnished him a 
copy of the contract. We furnished him all of the operating charac 
teristics of the two systems, and he advised me later, “I agree. There 
isn’t anything there that we can use.” 

You see, what they need is power that they can depend upon through 
thick and thin, through a bad water year as well as a good water 
year. 

Mr. Dawson. What would it cost to make this 96 million kilowatts 
available to the preference customers, because if the company cai 
use it, certainly some use can be made of it ? 

Mr. Netson. Oh, yes. 

Mr. Dawson. They are not just taking it—— 

Mr. Netson. That is right. 

Now, I would say that we would probably—this is just a horseback 
guess now, realizing the months that this is available—that we would 
probably have to firm that up over 9, in other words, we would have 
to buy 3 times that much, which is a tremendous amount of firm to 
be buying it, that is, peak energy, to buy it to firm up a small amount 
of secondary. 

Mr. Dawson. Could you not produce it as well as buy it, if it were 
the policy to produce it? How would you go about producing it 
yourself instead of buying it? 

Mr. Netson. That is right. It would be more economical to build 
another hydro project. 

Now, what this dump is worth—you may ask this, now. What does 
the company do with it, or what does anybody do with dump ? 

That is generally used, where it is pure dump, to back off fuel some- 
place. That is, that dump would be wheeled all the way down to 
Salt Lake, and if it can be laid down there cheaper than it cost. to 
generate kilowatts by fuel, then they will use this hydro, and they 
will shut down a fuel plant and save the cost of fuel. So that is all 
that dump is worth. It is the cost of backing off fuel, and the tra 
ditional rate in the industry is about somewhere between 1 and 2 mills 
for straight dump energy. 

Mr. Dawson. If the Government builds a dam at Hells Canyon, you 
could firm it up with that; could you not ? 

Mr. Netson. There would be a great deal of firm from Hells Canyon, 
and conversely, every time you build a hydro project, there is addi- 
tional dump on the market. 

Mr. Cuvporr. Mr. Dawson, will you yield at that point? 

Mr. Dawson. Yes. 

Mr. Cuuporr. T am trying to get something straight in my mind. 

As a matter of fact, the Government does not even have to produce 
it. Ifthey would take the power that Bonneville is selling to the Idaho 
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Power Co. at dump rates and bring it down into your district, it is 
ivailable; they do not even have to produe e it; is that not true? 

Mr. Netson. If it is the kind of energy that will fit the Minidoka 
ioad pattern. Tam not sure what kind of energy that is, whether it 
- firm or what it is, if it would fit the load pattern; yes. 

Mr. Cuvporr. Mr. Nelson, as a matter of fact, when the Bonneville 
Power Administration entered into the contract with Idaho Power 
to sell them power at dump rates, instead of keeping it a secret from 
you, if they had called you in and tried to integrate this thing and 
synchronize it, you would have been able to find out what type of 
energy Was being produced, and you would know whether you could 
se it, and you ‘would say, “Well, you can’t sell it to Idaho Power 
Co. at dump rates, because we could use it down at Minidoka and at 
other projects”; is that not true / 

Mr. Netson. That could be. 

Mr. Fascetit. Mr. Chairman- 

Mr. Cuuporr. Mr. Dawson had a question. 

Mr. Dawson. I yield. 

Mr. Fascern. Mr. Nelson, isn’t all of Idaho part of the BPA area / 

Mr. Newson. No; it is not. 

Mr. Fasceiu. It is not ? 

Mr. Netsen. No, sir. 

Mr. Fascern. How is the service area designated ? 

Mr. Netson. Shall I point it out on the map? 

Mr. Fasceti. No, sir. I mean, how is it designated? By admin- 
istrative order ¢ 

Mr. Netson. Yes. 

Mr. Fascett. And when was the last administrative order, to your 
knowledge, that designates that service area ? 

Mr. Netson. It never has been otherwise. There has never been an 
order that altered the original pattern. In other words, there is some 
history connected with this, and I am not sure that I am entirely in- 
formed on it, but you will recall that the Bonneville Administration 
was created at the time of the authorization of the Bonneville and 
Coulee Dam projects back in something like 1934, and I believe the 
language of that act mentions that it is intended to be an interim 
marketing arrangement. 

Now, this situation that we have been speaking of in south Idaho 
has been going on since 1911, and I think Congress itself, as projects 
have been brought into the original Coulee-Bonneville axis—we are 
talking about dams, now—as Hungr vy Horse came in, the acts author- 
izing Hungry Horse spelled out that Bonneville would be a market- 
ing agent, put the situation is this, that regardless of who is the mar- 
keting agent, I think the reason in south Idaho the situation is as it 
is, IS because those projects must be operated primarily for irrigation 
purposes. That is, you do not have the authority to operate those 
strietly for power purposes. 

Mr. Fasceiti. Mr. Nelson, excuse me. 

Mr. Netson. Yes. 

Mr. Fasceti. Let me get back to the question. 

Mr. Netson. Yes. 

Mr. Fascetu. Is it your testimony that the area down there in 
south Idaho, known as the Bureau of Reclamation, is a separate serv- 
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ice area for which the Bureau of Reclamation is a marketing agent’ 

Mr. Netson. That is right. 

Mr. Fasceiti. And the BPA is not the marketing agent in thi 
area ? 

Mr. Netson. That is right, and it has never been otherwise. 

Mr. Fascenn. Is it your opinion that two marketing agents so 
closely situated should be completely independent of eac h other wit! 
net to the secondary purposes, of making power available? 

Mr. Netson. No; I think that we do a great deal of technical inte: 
change of information, particularly—— 

Mr. Fasceny. I am talking about delivery of power, now, and not 
scientific information. 

Mr. Netson. Yes. I think that you cannot have two agents 
the same market representing the F edeval Government. I would be 
sure of that. I think that is why the Department of the Interio1 
represents the Department of the Army. In fact, I think it could 
be said that the Department of the Interior is the marketing agent 
for all Federal power, and we happen to be one bureau of the Depart- 
ment of the Interior. 

So I think you do have one marketing agent of Federal power, 
that is the Secretary of the Interior. 

Mr. Fascett. Do you think it is good business for two service agents, 
so closely related to be completely independent with respect to the inter- 
change of power’ It is either good business or it is not, in you 
opinion. That is all I am asking. 

Mr. Netson. I am not aware of any bad business, but I think a1 
coordination is, of course, desirable. 

Mr. Fascett. Why? 

Mr. Netson. Just as we coordinate powerplants to get the best us 
of the facilities you have. 

Mr. Fasceix. It would be a better use and more economical, woul 
it not? 

Mr. Netson. That is right. Now, there may be other factors that 
neither you nor I have touched upon and that I do not know about. 

Mr. Fascetn. Furthermore, would it not be more consistent with the 
principles of the law of the delivery of the most power at the cheapest 
possible price ? 

Mr. Netson. I think that is the objective of the Department’s ma 
keting policy, sir. 

Mr. Fasceii. If you excluded departmental policy ? 

Mr. Netson. Yes. 

Mr. Fasceiy. Thank you. 

Mr. Dawson. Why can’t they establish a partnership between thes 
two? There is supposed to be a partnership I hear so much about, 
partnership between the Federal Government and this, and a partner- 
ship between the Federal Government and that power company! 
Why can’t there be a partnership established between these two 
projects so as to firm up your 96 million kilowatt-hours down there 
at your installation? It would be a kind of nice partnership, would 
it not # 

Mr. Netson. There would have to be a kind of three-way deal there. 
I suppose we would have to have some means of getting it in, too. 

Mr. Dawson. And they are all under the Sec ret: ry of the Interior, 
are they not? 
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Mr. Netson. Oh, yes. 

Mr. Fascetn. Of course, you do have the problem, do you not, Mr. 
Nelson, that you pointed out? You have to wheel it over the lines 
of the Idaho Power or you have to build some lines / 

Mr. Netson. That is right. 

Mr. Dawson. Why did you withdraw your request for funds to 

build? You have been asking for appropriations right along up until 
, short while ago. Why did you stop asking for them? You said 
you stopped. 
“ Mr. Netson. No. I don’t believe I said that, sir. I said that there 
were three requests that were made along at the time when neither 
Palisades nor American Falls was started, and we were successful in 
vetting Palisades underway, and, in the meantime, we me run into 
the situation wherein the cost of American Falls exceeds the limita- 
tion that was placed in the authorizing bill, and I think I said we were 
bringing a report in this year on American Falls that will index that 
up to the present-day prices and will demonstrate how the project 
will be paid out, and it can be paid out. 

Mr. Dawson. It can be paid out? 

Mr. Netson. That is right. 

Mr. Cuvuporr. Is that all? 

Mr. Dawson. That is all. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Mr. Nelson, did you say that currently all of the firm 
power that is available in the region is going to the preference 
customers 4 

Mr. Netson. Yes,sir. That is my belief. 

Mr. Jonas. And the only power that is not going to the preference 
stomers is the type power that they cannot use? It is the dump 
power that is not suitable for their purposes ? 

Mr. Netson. It is the dump power that cannot be guaranteed in a 
critical year. 

Mr. Jonas. Obviously a munic ipality would, in looking for a source 
f power, wish to have power that is uninterruptible and is continuous, 
so that it can count on it throughout the year; that is true, is it not? 

Mr. Netson. Yes. 

Mr. Jonas. The 16 groups that are together, are all of them munici- 
ilities or are some of them rural cooperatives 4 

Mr. Netson. No. They comprise a combination of municipalities, 
ome rural cooperatives whose load is primarily, I would say, on the 

rider of well pumping and, of course, some rural domestic loads, and 
| believe there is a cooperative creamery in the list, too. It has been 
on fora long time. But there are loads of that kind, predominantly 
ariable loads, but who use the bulk of the energy during the summer. 

Mr. Jonas. How many of them are municipalities? 

Mr. Netson. I can tell you exactly, sir, but just from memory there 
s the city of Burley and Rupert and Acequia and Paul. There are 

ibout 4 or 5. 

Mr. Jonas. You do not include Idaho Falls in that ‘ 

Mr. Netson. The city of Idaho Falls does have a future delivery 
ontract from Palisades. 

Mr. Jonas. From Palisades ? 

Mr. Netson. But they are not a customer now. 

Mr. Jonas. You do not include Idaho Falls among the 16? 
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Mr. Netson. No, we do not include them among the 16. 

Mr. Jonas. Did I understand you to say that “the only source of 
power for future needs of this group of the 16—that is, under present 
conditions—is from a private utility either with a direct contract o, 
through the Bureau ? 

Mr. Netson. I think I also stated, unless they developed a source of 
theirown. That is right. 

Mr. Jonas. I was going to ask you that. 

Mr. Newson. Yes. 

Mr. Jonas. The city of Idaho Falls and the city of Burley, I believe, 
have developed municipal power systems of their own. They havi 
steam or diesel generation; do they not ? 

Mr. Netson. The ¢ ity of Idaho Falls has diesel, yes. 

Mr. Jonas. And they have—— 

Mr. Nerson. The city of Burley does not. 

Mr. Jonas. And the city of Idaho Falls has supplied its power 1 
quirements itself for many, many years—is that true plus What sup- 
plemental or secondary power it buys from the Utah Power Co. 

Mr. Netson. That is right. 

Mr. Jonas. And Burley, I believe, has a source of power of its ow: 
creation ¢ 

Mr. Netson. No, sir. Burley owns its distribution system, but Bu: 
ley has always acquired its full supply from Minidoka Dam. 

Mr. Jonas. It owns its distributien system, though ? 

Mr. Nextson. It owns its distribution system; yes. 

Mr. Jonas. What is there to prevent Burley, for example, from d 
ing what Idaho Falls did—put in a supplemental power unit and 
supply some of its power from diesel or put in a steam plant? 

Mr. Netson. They could do that. I think it is a question of eco- 
nomics with them 

Mr. Jonas. It is a question of whether they want to do that, and 
they are not going to want to do that if they can persuade the 
Bureau of Reclamation and the Federal Government to provide it for 
them? Isn’t that the answer to that question? 

Mr. Netson. I think they would prefer to—it is a question of 
economics, 

Mr. Jonas. They would prefer to get their power from the Federa! 
Government rather than to build a steam plant of their own ? 

Mr. Netson. That appears to be the situation up to now. 

Mr. Jonas. And that is true with respect to the other municipal! 
ties; is that not true? 

Mr. Netson. Yes, except, remember, the loads are small. You get 
down to the point where it is probably rather difficult to put in a 
independent system. 

Mr. Jonas. Because of the light load, the comparatively light 
load ? 

Mr. Netson. That, and they are really small villages. For 1 
stance, the village of Paul is, I think, something like 800 kilowatts. 
or something like that. It is small. 

Mr. Jonas. What is the lowest kilowatt use you would say would 
be feasible for a steam plant or diesel supply ? 

Mr. Netson. Oh, diesel units can go down to just a matter of 5 
or 100 kilowatts when you get right ‘down to it. Mining companie- 
very frequently have to develop loads of very small magnitude 
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There is probably no lower limit if you have to haveit. It is a 


urce of iestion of economics again, and cost. The cost for a diesel system 

present up in the cents per kilowatt-hours, and not the mills. 

ract 0; “Mr. Jonas. If they cannot get it from a Government ae or the 
Bureau of Reclamation or the Department of the Interior or a pri- 

urce of rate utility, there is the possibility that they could generate it them- 


selves with a diesel plant ? 
Mr. Netson. Yes, sir. 
Mr. Jonas. I understood you to say that one of the reasons for 


relieve. the prospective or the immediate growth that is just ahead of us is 
vy have the desire on the part of somebody to bring into production 61,000 


cres of land. Where is that, Mr. Nelson? 

Mr. Netson. Shall I point it out on the map? 

Mr. Jonas. Yes. Is that called the Westside project ? 

Mr. Netson. No, the 60,000 acres referred to this morning is a 
Federal project north of Burley, and it is all public lands and taps a 
large underground flow of water that is being developed by pumping 
nd I think the statement w as coupled with the fact that the settleme nt 

those lands in turn would increase the population of the adjoining 
project towns, aside from the population out here in the 60,000 acres 
tself. 

Mr. Jonas. Is that public-domain land? 

Mr. Netson. That is public-domain land, and it is being opened 
for settlement by veterans of World War IT. 

Mr. Jonas. For agricultural purposes? 

Mr. Newson. For strictly agricultural purposes. 

Mr. Jonas. None of the land has in the past been used for agri- 
ulture ? 

Mr. Netson. No, sir. It is sagebrush of the rankest kind. It is 
being opened on farms that average about 100 acres apiece. So there 
is where you get your 550 units. There will be 550 new farms that 


, and 
7 e vil come into this area, and I might add that all of the costs of that 
t for e being repaid by those settlers. 


"ie Jonas. Over a long period of time? 
ail Mr. Netson. Yes, sir, over a long period of time. 
Mr. Jonas. Now, how many of those projects do we have in your 

region ¢ 

Mr. Netson. Oh, we have about 27 that have been developed since 
1904. The major ones here are the Minidoka project, of which the 
Northside section is a part ; the Boise project ; and the Owyhee project. 
In other words, there are three major projects. This one covers about 

million acres; the Boise project about 350,000; and the Owyhee 
project about 75,000 acres. 

Mr. Jonas. You mean, in southern Idaho? 

Mr. Netson. Yes. 

Mr. Jonas. You mean that many acres are being brought into 
production now or have been during the last few years? 

Mr. Netson. No; that many acres have been brought into produc- 
tion in the last 50 years. 

Mr. Jonas. Yes. Well, I meant, just, say, since 1950. 

_Mr. Netson. Oh, since 1950, there is only the 60,000-acre project 

- are speaking of. 

“Mr. Jonas. The one that is in process of being opened now ? 
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Mr. Netson. Yes; and 1 more was authorized about 2 years ago. 
That was the Michaud Flats, which comprises about 11,000 acres, 

Now, there is a great deal of private development of lands - 
are not in the public domain, that are privately owned lands, 
ground-water pumping. That is resulting in the big jump in the loa 
of the preference customers in the Burley area. That is why it is a 
summer peak and not a winter peak. 

Mr. Jonas. Do you have any way to estimate how many new acres 
have been brought into cultivation in southern Idaho, say, in the last 
2 or 5 years ¢ 

Mr. Netson. Yes, we do have figures that cover that. 

Mr. Jonas. What would those figures disclose / 

Mr. Newson. I believe that we have a figure that shows about 
30,000 acres a year over the past 5 years, something on about that 
order. 

Mr. Jonas. Wasthat land formerly used for grazing ? 

Mr. Netson. That is predominantly sagebrush land, and in some 
cases it would be dry farmland on which they now sprinkle to increase 
the productivity. 

Mr. Jonas. Isee. Ido not think I have any other questions. 

Mr. Cuuporr. Do you have any further questions, Mr. Fascell ? 

Mr. Fasceti. No, 

Mr. Crruporr. Mr. Dawson ? 

Mr. Dawson. No; I do not. 

Mr. Ciruporr. I just want to ask you one question. 

Mr. Jonas said to you that there would be nothing to stop these 
various communities who have municipal electrics from building either 
diesel or steam generating plants to supply their own power. Of 
course, there would be nothing to stop them. But since Palisades, 
for instance, is under authorization or under construction and will 
be producing by the end of next year or the beginning of the following 
year, certainly it would be very bad government, that is, municipal 
government, to build a generating plant when Federal power will be 
= ailable under the law, and then if they did do that, then there would 
be dump power available from the Palisades Dam which could onl) 
go to one place, the Idaho Power Co. ; is that right ? 

Mr. Netson. The requirement now is for a short-term source of 
power. I think you are saying that you would have to amortize a 
municipal plant over a longer period of years, longer than this 
requirement. 

Now, I still must emphasize that we have not had an application 
for any secondary or dump energy, and I furthermore believe that 
it has been a matter of policy for some time that dump energy is onl) 
sold where the customer has an opportunity to support that energ) 
by generation of his own or a supply of his own, contractual or othe 
wise, during the period that the dump is not available. Otherwise 
you would be getting in deeper all the time, by creating a situatior 
and an implied obligation, and then when you did not. have the power, 
energy or capacity, or both, to supply that load during the critical 
period, there is vour load and you cannot supply it. 

What are you going to do? We would all be holding the bag. 

Mr. Cuvporr. Let me ask you this. Maybe I do not understand the 
problem. I am far from a power expert. 
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\s I understand it. Idaho Falls, Idaho, is now producing its ow! 
power, either by steam generation, diesel generation, or hydro, and 
they are running short of power. In the very near foreseeable future. 
they are going to need additional power, 

Mir. Netson. And they are also purchasing from Utah. 

Mr. Cucporr. Now, Palisades has been authorized and is under 
construction, SO that the additional power that they need, the city of 
Idah » Falls. Idaho. would be able to vet that from Palisades whe 
the dam starts producing: is that not right? 

Mr. Necson. That is right. 

Mir. Cuvporr. Now, if the 2V increased their steam veneration plant 
oO) thelr own personal cliesel plant at this time, they would 1 st be 
throwing their money away, ae ause all the power that they could 
need in the future will come from Palisades, at least for the next 5 or 
Hor 7 vears ¢ 

Mr. Netson. That is right. 

Mr. Cuuporr. And then what would happen to the power availabl 
at Palisades when it got under production? They would either have 
to sell that as dump power to the [Idaho Power Co. or the city of Idaho 
Falls would have to junk their plant or let their plant lie idle, and 
f they ever needed it, they would have to bring it * to produce tion 
again. which would cost almost as much as it does to build it: is that 
right / 

Mr. Netson. Yes; they would have standby capacity in which they 
would have an investment. That is a decision that they themselves 
would need to make. 

Mr. Cuvuporr. So that perhi ips the better way to operate would be 
for them to wait until such time as Palisades starts produci ing / 

Mr. Netson. That is exactly what they are doing, and in the mean 
time they are filling out their needs by buying from the Utah Power 
Co. 

Mr. CuvuporFr. That is right. Now, where does Utah Power Co. get 
Its power ¢ 

Mr. Netson. Tl hey have run out of hydro down there, and the ‘Vv have 
been using steam plants that use a byproduct from the refineries down 
there. I understand that they are set up so that they can burn gas; 
they can burn pitch; they can burn oil; and they ean burn coal. And 
ap parently that has been as low cost a fuel fire setup as we have 
W ithin reasohit able tr ansmissi 1lOn list: unice. There is ho fuel generation 
at all in the Northwest, that is. in south Idaho. Now, there is some 
On the coast and, of course, there are some cliese] units, as Idaho 
Falls has. 

Mr. ( Cuvporr. Then it would be your opinion that it wou ld be bet 

r for these municipal electrics to wait until they got this hydro powe1 
aa Palisades Dam before building their own steam generating 
plants or diesel generating plants ¢ 

Mr. Netson. I think that that situation is 
Hy lro is still more eco! nomic al th: ali fue l. alt 
When we are going to run out of hydro possibi lities. and then, of course, 
we will have to turn to other generation. But there are still enough 
hydro possibilities to take care of those needs, regardless of who de 
velops them. 

Mr. Cuvuporr. Are there any other questions, Mr. Aust 
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Mr. Austin. I would like to clear up 2 or 3 items that have developed 
in the past few minutes. But first may I ask that the three documents 
we have here entitled “Exhibit A,” “Exhibit B,” and “Exhibit C” to 
be put in the record, unless they are already in ¢ 

Mr. Cuvporr. Without objection, they will be admitted. 

(The documents referred to are as follows :) 


ExHIBiIr A 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
MINIDOKA PROJECT OFFICE, 
Burley, Idaho, July 9, 1955 


GENTLEMEN: On March 31, 1955, there was an informal meeting in Burley, 
Idaho, among a number of the companies who distribute power on the Minidoka 
project and representatives of the Bureau of Reclamation to discuss the prospec 
tive power supply for the project area. Your organization may, or may not, 
have been represented at this meeting. 

The significant points discussed at the above meeting were: (1) The Palisades 
powerplant, now being constructed by the Bureau of Reclamation, on the upper 
Snake River, will provide an additional 14,000 kilowatts of power for the Min 
doka power system during the irrigation season, but such power will not be 
available until the spring of 1957; and (2) there is not sufficient power available 
to the Minidoka power system from the combined Federal powerplants of the 
Minidoka and Boise projects to supply the system loads during the irrigation 
seasons of 1955 and 1956. Thus the immediate problem is to arrange for an 
adequate power supply for 1955 and 1956. 

As you know, the Minidoka power system is interconnected with the Idaho 
Power Co. system at Minidoka Dam. The power which flows through that inte: 
connection cannot be regulated so as to distinguish between Federal power and 

company power, so when excessive amounts of power are demanded by Minidoka 
system loads, the excess power is drawn from the company system. The United 
States incurs additional costs by reason of such excesses, and it is not in a posi 
tion to purchase supplemental power for resale. The United States, therefore, 
requests your organization and the 15 other power distributors to make direct 
purchase of supplemental power for your load requirements as soon as the neces 
sary arrangements can be effected. 

Pending completion of arrangements to purchase supplemental power and 
energy from other sources, it is necessary that you pay charges to offset the 
ubove-mentioned additional out-of-pocket costs incurred by the United States 
Such charges will be determined by apportioning among the 16 distributors the 
amount of additional cost incurred by the United States on the basis of the total 
power bills. To collect your apportionment of the additional costs, we propose 
to estimate, from time to time, an appropriate percentage increase to apply to the 
monthly electric service bills of all of the distributors, beginning with the billing 
for the month of July. When the actual amount of additional cost incurred by 
the United States is determined, after October 31, an appropriate adjustmen 
will be made to correct for any discrepancies between the charges made under 
the above estimates and the actual costs incurred by the United States after 
April 30, 1955. Our preliminary estimate indicates that power billings for the 
entire period May 1, 1955, to October 81, 1955, would be increased about 15 
percent under the above arrangement, although by beginning in July the per 
centage increase will be larger. 

We wish to emphasize that the proposal in the preceding paragraph is a tem 
porary measure for the purpose of recovering out-of-pocket Costs incurred by the 
United States during the period needed by you and the other distributors to nego 
tiate arrangements to purchase supplemental power from another source. It is 
not intended to be a substitute for such purchase arrangements. 

With respect to the matter of purchase of supplemental power, we believe there 
are certain inherent advantages which will accrue to you and the other distribu 
tors if all 16 distributors will arrange to make a single purchase contract wil 
another supplier and distribute the costs of purchases under the contract among 
the 16 distributors in proportion to loads. Although we cannot assure you thal 
supplemental power will be available in amount and at times when it may | 
required, it is our understanding that the Idaho Power Co. is willing to s¢ 
supplemental power to the power users connected to the Minidoka power syste! 
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fhe United States is not in a position to negotiate the purchase of supple 
tal power for you or the other distributors. It is, however, willing to assist 


ie . . - . . 
i} advise you in such negotiations, and to provide technical data from the Mini- 
, poWer system records to aid you in your deliberations. 

in order that you may have the opportunity of discussing these matters more 


with representatives of the Bureau of Reclamation and with the other 
affected distributors, we suggest that a meeting be held in the Elks’ Lodge in 
Hurley, Idaho, at S p. m., on July 14, 1955. It will facilitate prompt action if 
ou can come to the meeting with authority to vote on the selection of a working 
omumittee Which will represent the 16 distributors in formulating a plan for the 
chase of supplemental power. 

rhis letter is being sent to the addressees named on the enclosed list. 


Very truly yours, 


M. L. TiLiery, Superintendent. 


ExHIsBit B 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D. C., May 4, 19355. 
Hon. HENRY D)WoRSHAK, 
lnited States Senate, 
Washington 25. DOC 

My Dear SENATOR DWoRSHAK: Your letter of April 27, 1955, enclosing a letter 
ated April 22, 1955, which you received from Mr. Ora E. Beasley, president, 
Northwest Public Power Association, Inc., pertaining to a shortage of power fo 
additional coutracting on the Minidoka project, has been received. 

On December 15, 1950, the Bureau entered into a contract with the Idaho 
Power Co, covering electric service. That was at the time of the Anderson 
Ranch Dam was completed and additional power was available to the Bureau. 
in the absence of apprepriations for the construction of a transmission line from 
Anderson Ranch to the Minidoka project, the Bureau was faced with the neces- 
sity of entering into a wheeling contract with the company. As a part of that 
contract the Bureau agreed, in addition, to the payment of a wheeling fee, to 
sell a small amount of peaking power to the company. As the contract now 
stands the Bureau is obligated to supply each year the company 3,650,000 Kilo- 
Watt-hours of energy out of a total of 126,142,500 kilowatt-hours of primary 
nergy available each year. This energy was determined on the basis of 5-hour 
vernge daily peaking of 2.000 kilowntts. You can readily see that the amount 
svi to the coinpany is very small. 

As vet there is no direct connection between the transmission facilities of 
southern Idaho and the transmission facilities of the Bonneville Power Admin- 
stration, although we understand that the Idaho Power Co. is undertaking 
the construction of a connection between its system at Baker and the BPA 
system at LaGrande, Oreg. However, in accordance with the policy of the 
Department, the Bureau will normally firm up a hydroelectric power supply 
only to the amount of hydro energy which will be available during an average 
Water year. This has already been done under the 1950 contract with the Idaho 
Power Co. It is thus not possible for the Bureau to purchase additional power 
from BPA to sell to Bureau customers on the Minidoka project. This would 
ace the Bureau in a power brokerage business which we wish to avoid. 

With reference to the inability of the Bureau to contract with its Minidoka 
istoluers for their additional needs, conferences have been held between these 
cistomers and representatives of the Bureau's Boise regional office. We under 
stand that these customers have organized for the purpose of purchasing their 
additional supply as a unit instead of each customer attempting to arrange for 
his own supply. Should this group reach an agreement with the Idaho Power 
{o.. power could be purchased from the company and wheeled over Bureau of 
Reclamation lines to the extent that transmission and substation capacity is 


lable, 


y 


\ll power sales contracts which the Bureau has made during the past § or 
I) months contain a provision as follows: “Nothing in this contract contained 
Shall obligate or be construed to obligate the United States to increase any con- 
tract rate of delivery hereunder. If additional power is not available from the 
United States, the responsibility for securing additional power shall rest wholly 
‘ith the contractor.” Although this provision was not included in the olde 
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contracts in the Minidoka area, nevertheless, it is the guiding principle now 
in effect throughout the Bureau system. 
We appreciate this opportunity to supply you with the basic policies of the 
Department and the Bureau with respect to additional power supplies. 
Mr. Beasley’s letter is being returned to you. 
Sincerely yours, 
(Signed) W. A. BoxHEIMER, Commissioner. 


ExHIpbir C 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D.C., August 17, 1955 
Hon. GRACIE PFost, 
House of Representatives, 
Washington 25, D.C. 

My Dear Mrs. Prost: Your letter of July 29, 1955, pertaining to the power 
shortage on the Minidoka project of the Bureau of Reclamation, has been 
received. 

For several months representatives of the Bureau of Reclamation have been 
conferring with the 16 commercial customers of the Bureau's Minidoka project 
in an endeavor to work out an arrangement whereby the customers would make 
their own arrangement for the purchase of power to take care of their load 
growth. In order to assist you we are outlining briefly the difficulties involved 

Jecause of the load growth of the Minidoka project customers, the total load 
of these customers has not only considerably exceeded the sum of their contract 
rates of delivery for power, but has now grown beyond the Bureau's ability to 
supply such power. The capacity of the Minidoka project is limited. In 1950 
the Bureau entered into a contract with the Idaho Power Co. to transmit power 
to the Minidoka area from the Boise project (principally from the Anderson 
Ranch powerplant). Under this contract the company agreed to deliver cer- 
tain definite amounts of power for these loads and any excess above these 
amounts would be supplied by the company and paid for by the Bureau of Rec- 
lamation. Unfortunately, the Bureau has no way at present of limiting the 
amount of power taken by its customers since the customers are served fron 
the interconnected power systems of the Bureau and the Idaho Power Co. The 
result is the customers are taking more than the combined amount of power 
which can be supplied by the Minidoka project and by transmission from the 
Boise project. This results in the Bureau having to pay the Idaho Power Co 
for the excess power at a rate which is in excess of that which it receives fro! 
its customers. Obviously, it is not good business to continue such an arrange 
ment. 

It is anticipated that the Palisades project will begin commercial operation 
about the first of 1957. However, because of the characteristics of that project 
and the transmission limitations involved, Palisades will supply Minidoka with 
power only during the irrigation season, namely, from April to October, in 
elusive, and will not be able to supply any power during the winter months 
While this will offer temporary relief during the irrigation season of 1957, it 
is anticipated that the loads of the customers on the Minidoka project w 
continue to grow so that a further shortage would develop during the summer 
months, possibly in 1958 or in 1959. Although a winter shortage is not presentl) 
occurring on the Minidoka project, a winter shortage may be anticipated 
customer loads continue to grow in the future as they have in the past. 

From the above you can readily appreciate that our problem on the Minidoka 
project is serious and, at best, Palisades would offer only temporary relief 
beginning in 1957. It is essential that a solution to this problem be worked out 
by all parties concerned. The Bureau cannot continue to purchase power whic! 
it sells at a loss to customers who are overrunning their contract rates 
delivery 

We appreciate the opportunity to furnish vou with this information. 

Sincerely yours, 
Frep G. AANDAHL, 
Lssistant Secretary of the Interis 


Mr. Austin. On this matter of the towns being able to build then 
own small plants to take care of their own individual needs, I believ: 
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you almost went ahead and said something else about t] ie towns like 
Burley and those places, the feasibility of their putting in their own 
plants. You are enough of an engineer in electricity, even though you 
said your training was civil, to have a pretty good idea on the feasibil 
ty, and I think you said it in terms of the cost of power being in 
mills, the cost of power would be in cents / 

Mr. Netson. It is for diesel: ves. 

Mr. Austin. Now, what would be the feasibility of the town of 
Burley—that is the largest of those 16 users there, is it not, of the pref- 
erence users in the Minidoka area ? 

Mr. Netson. Well, that gets right back to the discussions that we 
have been having, that I think for the next few years, it is more feasible 
for them to buy it, whether we buy it or they buy it. 

Mr. Austix. Yes. But I just did not want to leave it that they 
could— —— 

Mr. Netson. It can be bought. It is available, I am sure. 

Mr. Austin. Putting in their own plant would be quite a luxury, 
would it not, as far as cost of power that they would produce in this 
unit ? 

Mr. Netsonxn. You would have to evaluate all those situations indi 
vidually. Now, there are certainly times when fuel and — are a 

very great advantage for peaking purposes even though they are high 

cost, and that is what the city of Idaho Falls does. They ‘* ave some 
hvdro, and then they use their diesel for peaking. But of course, Bur- 
ley does not have any hydro. They could not have any hydro because 
there is no water in the river for them. and there are no sites within 
reach. So their situation is different from that of Idaho Falls. 

Mr. Austin. All right. Now, the city of Idaho Falls in their cor 
tract for Palisades actually has contracted for quite a sizable percent- 

ve of the total firm output, he ve they not / 

hee NELSON, Thev and the t hree othe I's have contra ted for t 
tire firm output. 

Mr. Austin. But the city of Idaho Falls has contracted fon 

hare of it. has it not? 

Mr. Ny LSON, Yes. It is proportioned qanong them on the 
need, and I do not think any of them are going to get all that 
would like to have. 

Mr. Acstix~. One further question about this Bonnevi ille 
area. It is true. is it not. that even though the Bureau of Recla 
tion has always been the marketing agent for power ther ; the 

| the Minidoka projects, that it has, from the d Lvs th 
Wits born, heen considered one large area from the 
plan ning of transmission lines and plant ing of powel 
that 1S. the whole arena that you have listed up there h: 
of as one unit. has it not ? 

Mr. Nenson. The whole Pacific Northwest. 

Basin. Let us put it that way. Ona river } 
right. The use of water is still qu ite a p roble 

have right now, of course. a question of upstreat 
irrigation as against dow nstre am uses for powel 

Austin. We will stick to the power end of 1 
Mr. Nevson. Allright. But that is a real prob! 


he 
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Mr. Austin. I was getting particularly to the answer that you gave 
to Congressman Fascell a little while ago, that the Bonneville power 
area did not come over into your area at all. 

Mr. Nextson. That is right. 

Mr. Avsttn. That is true in a technical sense, is it not, as to the 
marketing of power, but it is not true as to the overall planning sense 
of the Pacific Northwest ¢ 

Mr. Netson. Oh, no, not at all. 

Mr. Austin. Now, is it not true that for many, many years—in fact, 
since the earliest plans were made for the regional development out 
there—there have been on the drawing boards of the Department of 
the Interior’s Bureau of Reclamation, whether in your office or whic! 
offices I don’t know, but I am sure you are familiar with them, the 
plans for transmission loops, that would tie all that area, including th: 
southern Idaho area, together with transmission lines / 

Mr. Netson. We have not had a loop of that kind in recent years. 

Mr. Austin. You have not built one, but—— 

Mr. Netson. There might have been some plans elsewhere but not at 
our level. 

Mr. Austin. But you are certainly familiar with the words “the 
southern loop” that was planned, which would be very largely the 
La Grande-Baker line, and from there up into the Snake River, called 
the southern loop You are familiar with the fact that there was a 
plan for a line like that in the dim distant future ? 

Mr. Nextson. Yes. I have seen ideas of interconnections that go 
beyond the Columbia River, and tie in the Missouri Basin and 
Colorado. 

Mr. Austin. I am speaking of the plans actually made in your 
power planning out there in the Pacific Northwest, serious planning 
of the Bonneville Power Administration. 

Mr. Netson. It could be that Bonneville did do such planning. 

Mr. Austin. Now, you are familiar, surely, with the BPA’s plan. 
which would have integrated the systems there to build that La 
Grande to Baker line is now being built by the Idaho Power Co.’ 
You are familiar with the fact that as late as 1953 Bonneville was ask- 
ing for that tie line across to Idaho Power Co.; are you not ? 

Mr. Nevson. Yes; I am familiar with that. 

Mr. Austin. And you are familiar with the fact that there has 
always been the dream and the plan that they will all be tied together 
for power usage there. Now, the power that is available from Bonne- 
ville is largely summer power; is it not? 

Mr. Netson. That is right, tied to the high runoff of the Columbia 
River. 

Mr. Austin. Yes. And that is exactly the time that you have testi- 
fied that those Minidoka people need power; is it not? — 

Mr. Netson. You have to break that down and check it month by 
month. Now, the month that is the tough one in all of these is the 
month of September, and the crop season is still on, and that is past 
the peak runoff, and that is when we are usually on draw-down at 
Coulee and Hungry Horse. 

Mr. Austin. There would be an overlapping at that point and per- 
haps a dropping down of the area of need and the area of the dropping 
off of the power available, but there would still be enough coordina- 
tion between the two of them so that Bonneville power could be brought 
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+» if wheeling arrangements had been arranged for, to do a lot of good 
io the preference customers in your area; is that not true? 

Mr. Newson. I believe it would take some firm power, and not dump 
power, to do that job. 

Mr. Acsrix. But the power would be available if vou had worked 
out some sort of wheeling arrangement, would it not ? 

Mr. Nevson. I have been under the impression that they have been 
pretty short in the Bonneville area, too. . . 

Mr. Avstix. We will perhaps get into that a little bit more with 
Dr. Pearl. 

Mr. NELSON. Yes. 

, Mr. Austin. Now, you stated that you were responsible for irriga- 
tion in your area there: that a good ne of that irrigation, either by 
pumping from one level to another, by ditches, o r from pumping out 
of the ground requires electricity ¢ 

Mr. Nevson. That is right. 

Mr. Austrx. So anything that you could do to get more power there 

the summertime would be right down the line of the aim of your 
department to increase irrigation water, would it not? 

Mr. Nevson. Yes: as long as it would not conflict with the operation 
of those irrigation projects. 

Mr. Austin. Yes, of course. 

Mr. Netson. Now, there again, please remember that in the Bonne- 
ville marketing area, Bonneville is also assuming the responsibility 
for pay-out. Now, there are all sorts of legal mg 3 in the 
Minidoka project. For instance, the water users of the Minidoka 
project actually have a contractual stake in the first six units. In 
other words, the Federal Government could not tie those to the Bonne- 
ville system entirely independent of those water users. They could 
not do it because of the nature of the authorizing act in the first 
place. 

Mr. Austin. Yes. There is no question about that. 

Mr. Netson. Yes. 

Mr. Austrx. But you do need more power there in the summertime 
primarily for the irrigation users? 

Mr. Netson. There is no question about that. 

Mr. Austin. Now, is it not true, Mr. Nelson, that you have actually 
had requests from these preference groups down here for some of this 
dump power, and you have actually had some of them say, “We will 
work " into our systems,” have you not 

Mr. Netson. I am not aware that we have. sir. The last time that 
I was together with them and offered to discuss that problem from a 
technical standpoint, I did not have any takers. But the offer is still 
there. I am willing to sit down, and I think we always come to the 
point of, “What are you going to do during the”—I can show him 
months of the eritical year when the energy is not there, and then we 
et down to the problem of, “Have you any way of filling in those 
aps, a you see. 

Mr. Austin. But how often is a critical year? 

Mr. Netson. The critical year is probably, of all time, 1931 to 1934, 
in possibly the last 40 vears. But over and above that, there are 
months of almost any year below a median year that the energy is 
not there, you see. You have got to do something about those months. 

Mr. Austin. That is right. But in a terrifically power-short year, 
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where you have a group of the preference customers—we refer par- 
ticularly to this Minidoka group—that are particularly out of power, 
in those years I believe you said a while ago that you could not give 
them power over and above their contract. 

Mr. Netson. Yes; that is right. 

Mr. Austin. I am saying this, that as Congressman Dawso; 
pointed out a little while ago, is it not possible to ‘unflex this system 
enough so that when you have a water year above median and you 
have a great need there, as you had this year, and as you may have next 
year- -is it not possible that you could in some w ay get some of that 
power and turn it over to them, and that they could use it ? 

Mr. Netson. We then get back down to the whole problem—we 
are not talking here about marketing of firm. We are talking about 
selling practices that on dump and ‘secondary which are not “only 
I not only have the problem—they are bureauwide, and I guess they 
are departmentwide. I remember a grizzled oldtimer in the power 
game who retired a few years ago, who used to shake his finger under 
my nose and say, “When you get down to selling dump power to help 
somebody piece out a firm load, you are skating on mighty thin ice 
because you are going to get yourself into a situation wherein if you 
do not have a positive arrangement to take you over the year whe 
no energy is there, then everybody is in trouble.’ 

And that is the serious problem, how to handle that. 

Mr. Austin. I have nothing further. 

Mr. Cuvuporr. Are there any further questions ? 

(No response. ) 

Mr. Cuvporr. Thank you, Mr. Nelson. 

Mr. Netson. Surely. 

Mr. Cuvporr. The next witness is Mr. Leavy of the Southeastern 
Power Administration. I want to recall him for just two or three 
questions. Will you take the chau, please, Mr. Leavy. 

Before I forget, is Mr. Aandahl in the room ? 

Mr. AANDAHL. Yes. 

Mr. Cruporr. Mr. Aandahl, you do not have to come up here. But 
in the first paragraph of the Attorney General’s opinion of July 15 
he sets forth in the last sentence: 


I also have your Department’s letters of February 14. 15, March 4, and March 
11, 1955, in regard to this matter. 


Now, I understand we have the letter of February 14, but we have 
not received as yet the letter of February 15 and the letters of March 4 
and March 11, 1955, which you said we would get today. Now, we 
do not have them up to the present time and it is very import: int that 
we get them right away. Are you going to have them tonight ? 

Mr. Aanpans. When I left the office this morning I thougl it they 
would be up here by noon today. When I was down at noon they 
had not left, and they still were not prepared and cleared to come 
[ am expecting that they will be up before closing time tonight. 

Mr. Cuvuporr. Then we will get them before we finish tonight ? 

Mr. Aanpaut. I hope that that will be the ease, although, as long 
as they were not cleared at noon, I cannot tell you definitely that they 
are going to be here, but we will do our best to get them up here. 

Mr. Cuvporr. Is there something classified in these letters so that 
they have to be cleared ? 
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Mr. Aanpanui. They are just in the normal process of preparation 
right now. I do not know just what the circle will be, but I am hope 
ful that they will be up here before closing time tonight, and I certainly 
want you to have them. 

Mr. Cuuporr. Thank you. 

Mi. AaNpAHL. May Laska question? This is off the record. 

( Discussion off the record. ) 

\ir. Cuvuporr. On the record. 


FURTHER STATEMENT OF CHARLES W. LEAVY, ADMINISTRATOR, 
SOUTHEASTERN POWER ADMINISTRATION 


Mr. Cuvuporr. Mr. Lanigan, I understand that you have some 
questions to ask Mr. Leavy. 
~ Mr. Lanican. Yes. 

There was mention. I believe in the testimony the other day, of a 
letter of September 29, 1955, which has been written by Mr. Leavy 
to various presidents of the Georgia cooperat ives, W ith which letter he 
transmitted the moditied wheeling agreement that was drafted at that 
time. And I just happen to have a copy. I will ask him to identify it. 

This is a letter dated September 29,1955, to Mr. L. C. Roland, presi- 
dent of the Jetterson Electric Membership Corp.. Louisville. Ga.. 
. ened by ( ‘harles W. Leavy 9 Administrator ot t he Southeaste! n Powel 
\dministration. 

| wonder if you could take a look at this letter, Mr. Leavy, and tell 
is Whether or not it is a letter which you sent. 

Mr. Leavy. Surely. Yes; that isthe letter. 

Mr. Lanigan. Did vou send a letter of this nature to persons othe 
than Mr. L. C. Roland 4 

Mr. Leavy. The letter was sent to all of the cooperatives and muni- 
( palities that had either directly or, in the case of the cooperatives, 
through GEMC, expressed an interest in getting Clark Hill power. 

Mr. Lanigan. Was this letter cleared with Assistant Secretary 
Aandahl before it was sent out / 

Mr. Leavy. Yes.sir. 

Mir. LANIGAN. So he was aware of its contents / 

Mr. Leavy. Yes, sir. 

Mr. LANIGAN. ] notice the first paragraph reads as follows. ind we 

1] put the whole letter in the record: 

There is enclosed for your consideration a preliminary draft contract betwee 
the Government and the Georgia Power Co. for the wheeling of 
rhis proposal has been developed as an alternative to the tricontract proposal 


Lis still available ( but not the two in combi! 


> 


At the time vou wrote this letter. did you know that the Attorney 
(reneral had rendered his opinion of July 15.1955? 

Mr. Leavy. No: I did not know that he had rendered such an 
opinion. I had. I believe. prior to that time, read the press report, 
Which Was somewhat ambiguous, 1f you r ‘ 

Mr. Cuuporr. What is the date of that letter. Mr. Lanigan / 

Mr. LANIGAN. The letter is September 29, 190. 

Mr. Cuvcporr. That would be 6 weeks after the Attornev General's 
op nion:is that right 7 

Mr. Lanican. The opinion was July 15. So it would be— 

Mr. Cuvporr. August 29 would be exactly — 
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Mr. Lanican. It would be about 10 weeks afterward. 

Mr. Cuvporr. Yes. 

Mr. Lanicgan. Had you made any inquiries of the Secretary’s Office 
as to whether or not there was such an Attorney General’s Opinio 
when you read rumors in the newspapers as to its possible existence’ 

Mr. Leavy. After the time I read the newspaper account, and o; 
some later occasion, I was in Washington, and I mentioned the matte; 
to Assistant Secretary Aandahl. I simply asked him if he had see 
this press report, and he said that he had, and that was the substance 
of the conversation that we had. 

Mr. Lanigan. And you did not ask him whether or not there was 
any merit to “~ press report / 

Mr. Leavy. I did not pursue the matter further, since it was m) 
then impression that the proposal was not and had not been active 
for some time. I do not recall whether that occasion was prior to the 
change in viewpoint on the part of Georgia Power Co. with respect 
to wheeling or not. 

Mr. Lanican. Did you know that on February 14, 1955, the Under 
Secretary of the Interior had asked the Attorney General for a 
opinion on the tricontract proposal ¢ 

Mr. Leavy. No, I did not. 

Mr. Lanican. You attended the meetings on September 20, 195), 
and September 22, 1955, in which Secretary Aandahl, and I believe 
yourself, met with me anbers of the Georgia Electric Membership Corp. 
did you not ? 

Mr. Leavy. I did not attend the meeting on the 20th, which was held 
in Washington. I was present at the meeting on the 22d. That meet 
ing was held in Elberton. 

Mr. Lanicgan. Was Assistant Secretary Aandah] at the meeting o 
September 22 ? 

Mr. Leavy. Yes, sir. 

Mr. Lanican. Do you recall whether or not on that date, then any 
representative of the Georgia Cooperative asked either of yourself or 
of the Assistant Secretary Aandahl or of anyone else that was there 
whether or not there was in existence an Attorney General’s opinio! 
discussing the tricontract ? 

Mr. Leavy. I do not recall any mention whatever of any such opinio1 
at that meeting. 

Mr. Lanican. That was the meeting on the—— 

Mr. Leavy. On the 22d. 

Mr. Lanican. On the 22d. 

Those are all of the questions I have, except—— 

Mr. Cuvuporr. When did you first learn that there was an Attorney 
General's opinion ¢ 

Mr. Leavy. I first learned of it definitely-—-I am leaving the press 
report out of it—during the course of Assistant Secretary Aandahl’s 
testimony here last week. 

Mr. Crrvporr. In other words, the Attorney General rendered a 
opinion July 15, 1955, While that opinion was in the hands of the 
Assistant Secretary, you were negotiating with the Georgia Co-ops 
and the Georgia Power Co. as though the opinion never existed: is 
that not right 7 

Mr. Leavy. Well, in my view the opinion does not cover or relate 
to the wheeling contract. 
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Mr. Cuvporr. Mr. Leavy, I did not ask you that. I asked you 
if your negotiation between the Georgia Co-ops and the Georgia 
Power Co. was going on as though the Attorney General’s opinion 
never existed, because you did not know about it and they did not 
know about it: is that not right ? 

Mr. Leavy. That is true. 

Mr. Cuvuporr. And if we had not had these hearings you would 
never have known about the Attorney General's opinion; is that not 
right ¢ 

Mr. Leavy. That I do not know. 

Mr. Cuvuporr. You do not know? 

Mr. Leavy. I don’t know. 

Mr. Cuvpoorr. That is all. 

Mr. Fascell 4 

Mr. Fasceti. No questions. 

Mr. Cuvuvorr. Mr. Dawson / 

Mr. Dawson. No questions. 

Mr. Cuvporr. Mr. Jonas? 

Mr. Jonas. During these negotiations to which the chairman has 
just referred. you were not still trying to promote the tricontract / 
That had been in the diseard for months: had itnot? Isthat not true? 

Mr. Leavy. That is right. The negotiations did not involve the 
tricontract proposal. 

Mr. Jonas. The negotiations were dealing with the subject of 
wheeling ? 

Mr. Leavy. Yes. 

Mr. Jonas. And other arrangements aside from the tricontract / 

Mr. Leavy. That is correct, sir. 

Mr. Jonas. Could you tell the committee when, if you know, the tri- 
contract Was put on the shelf, so to speak, so far as any effort was made 
to promote it or trying to get it executed / 

Mr. Leavy. Well, so far as I have been concerned, there has been 
no activity of which I have any knowledge with respect to it since 
either May or June of 1954. 

Mr. Jonas. During the year that intervened, up until the time of the 
opinion, — 15, 1955. there was no activity, so far as you were con- 
cerned, or so far as you were aware, on the part of the department 
officials concerning the tricontract / 

Mr. Leavy. Not that Iam aware of, 

Mr. Jonas. All right. 

Mr. Cuvuporr. Mr. Lanigan, do you have any more questions 4 

Mr. Lanican. I thing possib ly Mr. Fascell has. 

Mr. Cxuvuporr. Mr. Fascell / 

Mr. Fascett. Yes. I am just rereading this letter to be sure that 
| understood your testimony in the record. You just testified in re- 
sponse to a question by Congressman Jonas that negotiations at that 
time revolved only around the wheeling contract. Yet in your letter 
of September 29, you say: 

This proposal has been developed as an alternative to the tricontract proposal 
which is still available. 


Now, those two statements seem to conflict very definitely. I just 
wondered if you did not want to change your testimony. 
_ Mr. Leavy. The negotiations dealt solely with the proposed wheel- 
ing agreement. It was my understanding that the company wished 
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some expression of this kind, that the tricontract proposal was stil] 
available as an alternative to the wheeling proposal. But it was not 
the subject of the negotiations in which I participated. 

Mr. Fasce... It is hard for me to understand that statement. Isn't 
this letter a letter of negotiation with co-ops? You make them an 
offer; do you not ¢ 

Mr. Leavy. That is correct. 

Mr. Fasceii. In this offer it says that the tricontract proposal is 
still available, and yet you testified that within your knowledge it had 
been shelved. 

Mr. Leavy. My testimony at least was meant to say that duri 
this period from May or June of last year, so far as I know, hothing g 
was done on the tricontract proposal. I cannot properly say that 
during that period I had knowledge that it had been shelved or had 
not been shelved, but there was no activity of which I am aware dur 
ing that period. 

Mr. Fasceini, Did the co-ops know that it had been shelved 2 

Mr. Leavy. I could not tell you, sir. I donot know. 

Mr. Fasceti. Well, if I were a co-op and got this letter, I would 
find it very hard to believe that the contract had been shelved, par- 
ticularly in view of the fact that nobody knew anything about the 
Attorney General’s opinion, because it says in plain English that it is 
still available. 

Mr. Leavy. By the terms of this letter, it was still available, o: 
made available. 

Mr. Fascenn. That language would seem to put the SEPA, or 1 
iapeesenian of the Interior, through your office, in some type of 
barg raining position that actually did not exist. 

Mr. Cuvporr. Mr. Fascell, I cannot understand—I am trying to 
figure this thing out in my own mind—how something could be avail- 
able if it had already been shelved about 6 months before that. 1 
wonder if it really had been shelved. 

Mr. Lanigan had a couple of questions. 

Mr. Jonas. I had another one. Do you want me to finish before he 
does ¢ 

Mr. Cuuporr. Mr. Jonas. 

Mr. Jonas. Mr. Leavy, preceding the sending of this letter, which 
was a letter of transmittal—is that not correct ? 

Mr. Leavy. Yes, sir. 

Mr. Jonas. Had you had some negotiations with the representa 
tives of the Georgia Electric Membership Corp. ? 

Mr. Leavy. I do not know whether they could properly be termed 
“negotiations.” The two meetings to which we referred on the 20th 
and 22d had taken place, at which the proposal was the subject of 
discussion. 

Mr. Jonas. They were two meetings immediately prior to your let 
ter of transmittal to which reference has been made this afternoon 

Mr. Leavy. That is correct. 

Mr. Jonas. Now, in either one of those meetings, was any effort 
made on your part or anybody else representing the Department of 
the Interior to try to persu: ade the Georgia group to accept the t) 
contract 4 


Mr. Leavy. No,sir. 
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r. Jonas. The conversations dealt exclusively with your effort to 
tinte a new Wheeling—what do you eall it? A litied ] 
ngagreement/ That is correct: is it not / 

Mr. Leavy. That is correct, sir. 

Mr. Jonas. That is all. 

Mr. Dawson. You were not present at 

1: so vou could not answer for that. 

Mr. Leavy. I should amend my statem 

Mr. Dawson. That is right. 

Mr. Leavy. That applies to the meeting o 

Mr. Fasceitt. May I inquire, Mr. Chairm: 

Mr. Cuvcporr. Yes, Mr. Fascell. 

Mr: Fasc ELL. Is this tricontract still avail ible / This lette1 
, weeks ago. 

Mr. La AVY. I would presume that it would be pe ssible for 

gement to be entered into under the Attorney General's opi 
if the preferred agencies wished to do so. 

Mr. Fasceint. Would it be—I am sorry 

Mr. Leavy. I think only under that circumstance would it be 
sible to go ahead with it. 

Mr. Fasceitn. Would it be a correct interpretation of this lett 
subsequent events that the CcO-Ops would be In a position of bein: 
that. “You either take the modified wheeling agreement o1 

Mr. Leavy. I do not believe that is the case. There is certain! 
intention of that. 

Mr. Fascentni. Sir/ 

Mr. Leavy. There is no intention of that sort of thing. 


Mr. Fascern. There is no intention of that: vet there is no explan: 


tion for stating why in the letter vou advised the co-ops that th 


t 


contract or yroposal is still available. Is that your testimony ¢ 

Mr. Leavy. Mav I hear that question again, sir’ 

Mr. Fascenn. You sav there v as no intention to oive that 
sion to the CO-OPs : vet there is no other expla ation for in 
words In this letter that. “We are transmitt! g tO vou : 

tied wheeling contract as an alternative to t] 
rhich is still available” / 

Mr. Leavy. Well, the two—I am not sure th: 
question, but IT will try to answer and then vou can pl 
am not getting to the proper point. 

The tricontract proposal differs in some respects from the preli 
nary draft. at least of the modified wheeling agreement, and on 
basis it would be theoretically possible that the preferred agen 
would prefer that arrangement, and I 

Mr. Fascein. Let us put it another way, Mr. Leavy. Was this letter 
your idea or was It handed to vou! 

Mr. Leavy. I think that it was prepared jointly with Assistant 
Secretary Aandahl. 

Mr. CHUDOFF. Would you vield at that pol 

Mr. Leavy. Pardon ? 

Mr. Fascetn. Yes. 

Mr. Cuvcporr. Do you mean to tell me that Mr. Aandahl and you 
sot together on this letter and vou sent it oif to the Georgia co-ops 
saving that the tricontract was still available, and Mr. Aandahl had 


that Attorney General's opinion either in his drawer or in his desk 
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or in his safe somewhere, and you and he got together, and you as 
regional director, or director of ‘the Southeast Power Administr: ation, 
were not told about it? 

Mr. Leavy. I did not know about it. 

Mr. Cnuporr. You did not know about it at all / 

Mr. Leavy. No, sir. 

Mr. Dawson. I have a question there. 

Mr. Cuuporr. Yes, sir. 

Mr. Dawson. Now, in this modified wheeling contract the terms 
were more disadvantageous to the co-ops than had been the case in 
the tricontract; weren't they? In the tricontract you had no such 
limitation as in your modified wheeling agreement which, if I remem- 
ber correctly, the co-ops were limited to 150 miles, thereby constituting 
an additional club over their heads not to accept the wheeling contr act, 
and you said: “The other is still available if you don’t want this.” 

Then you handed them a contract worse than the tricontract, you 
handed them that, and then told them if they didn’t want it, thatthe 
other was still available ? 

Mr. Fasceit. They had some other proposal that had something to 
do with the generation of their own power. 

Mr. Dawson. They would lose any rights they had; it was a treble 
contract and a tricontract, and it was offered them for this purpose, 
it seems to me—this is my construction—it was an additional club 
over their heads to try to force them into this tricontract that you knew 
wasn’t any good. 

In other words, you went on the basis: “If we can get them to con- 
sent to that, it will make legal what the Attorney ‘General Says is 
illegal, so consequently we will draw them a worse offer, a tighter offer, 
and still give them the opportunity to consent.’ 

And if they consented to it, they would have to sign it, and if they 
signed it, it would be legal under the Attorney Gener al’ sopinion. That 
was your construction of the Attor ney General's opinion, if they agreed 
to sign it would therefore be made legal. Consequently you drew 
this proposed wheeling agreement on that basis ; you can’t get around it. 

Mr. Cuuporr. Mr. Fascell. 

Mr. Fasceui. Mr. Leavy, as a representative of the Government in 
this matter, is it your opinion that you deal at arm’s length with the 
power company, or that you are a papeiraton between the private 
power company for the benefit of the co-ops? 

Mr. Leavy. I am not certain—is there a distinction there? I think 
that we deal at arm’s length with the power companies, and the proper 
result of those dealings is for the benefit of the co-ops, since the pur- 
pose of the dealings is to carry out the preference provision. 

Mr. Fascenn. Then you would not personally or purposely mislead 
or withhold any facts which might be valuable to the co-ops in arriv- 
ing at a decision; is that right / 

Mr. Leavy. That is correct. 

Mr. Fasceti. And obviously, if they didn’t have all of the facts, o1 
they were misinformed either intentionally or unintentionally, it 
might prejudice their position; is that correct ? 

Mr. Leavy. I don’t know whether that is the case in this particular 
situation. It is a rather hypothetical question. 

Mr. Fasceuu. Let’s get back to the letter, then. Based on the letter 
as it was sent out, without any knowledge of the Attorney General's 
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opinion, or the fact that there was a good possibility that there was no 
alternative proposal which could be entered into at that time, or the tri- 
contract, would that fact, had it been known, have made any difference / 

Mr. Leavy. I presume that the fact, if it had been known, would 
have made a difference if the preferred agencies were seriously consid- 
ering the tricontract proposal as an alternative. As a matter of fact, 
they simply were not. ; 

Mr. Fascert. Well, would it have had any effect if they jumped at 
this other alternative and entered into immediately the modified 
wheeling arrangement ¢ 

Mr. Leavy. I don’t know, sir. 

Mr. Dawson. One other question. You knew that this letter was 
written with the knowledge and consent of Mr. Aandahl? 

Mr. Leavy. That is correct. 

Mr. Fascetnt. I would like to go a little further. As a matter of 
fact, I have got the inference—and I would like to be corrected if I 
am wrong—that this letter was done under his supervision and di- 
rection. 

Mr. Leavy. I don’t know precisely how to describe it. It was pre- 
pared on the 22d, when he was in E|berton for the meeting with the 
co-ops, and there were several of us who sat down with him and joint- 
ly prepared it. Of course, it does express the ideas that all of us 
contributed to it. 

Mr. Fasceiyi. In other words, I take it from that statement that 
you share in the responsibility of preparing the letter and the 





policy 

Mr. Cuuporr. You must remember this—— 

Mr. Fascett. Excuse me; let me get his answer. 

Mr. Leavy. I share the responsibility. 

Mr Cuvuporr. You must remember this, before you condemn Mr. 
Leavy—and I feel genuinely sorry for him—that he didn’t know any- 
thing about the Attorney General's opinion, and had he known about 
it 1 am sure he would have tried to convince Mr. Aandahl that he 
shouldn’t have prepared this letter, and he might not even have been 
a party to It. 

Mr. Lanigan / 

Mr. LantGan. The only thing that would have made some difference 
io the cooperatives in the way they thought about this original para- 
graph—if they had known the Attorney General had ruled that the 
Secretary must accept their offer to purchase all of the power in 
preference to the tricontract, would that knowledge have altered their 
bargaining position considerably / 

Mr. Leavy. I don’t know, sir. 

Mr. Lanicgan. You say the tricontract was shelved in May or June 
of 1954. Could you explain, in view of the shelving, why an Attorney 
(reneral’s opinion was requested as to its legality on February 14, 
L955 ¢ 

Mr. Leavy. No: I can’t answer that. I think that what I testi- 
tied to, or meant to testify to, was not that it had been shelved— 
that would simply be a conclusion on my part—so far as I know dur- 
ing that period there was no activity on it. 

Mr. Cuvcporr. Mr. Lanigan, Mr. Aandah] testified it had been 
shelved. I want to be fair to Mr. Leavy, I don’t think he can an- 
swer those questions, because he didn’t know; they didn’t tell him. 
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And you can’t pin the responsibility on him of something that the 
Under Secretary knew, kept secret, and even went as far as to have 
a conference with this man about sending out a letter to keep the ti 
contract alternative alive. 

Mr. Lanican. I didn’t have any intention of putting any respo 
sibility on him: I was just curious; I was just wondering if he could 
answer that question. 

On the meeting of Sepember 22, 1955, did you hear Mr. Aandah 
tell any representative of the cooperative that there was no Attorney 
General’s opinion on the subject 4 

Mr. Leavy. I heard no mention of it, of any nature. 

Mr. Lantean. Mr. Chairman, I wonder if we could put this lette: 
in the record at this point. 

Mr. Cuvuporr. If there is no objection. 

(The letter referred to is as follows :) 


DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., September 29, 1955 
Mr. L. C. ROLAND, 
President, Jefferson County Electric Membership Corp., 
Louisville, Ga. 

Dear Mr. RoLtanp: There is enclosed for your consideration a preliminary 
draft of contract between the Government and the Georgia Power Co. for the 
Wheeling of Clark Hill power. This proposal has been developed as an alter 
native to the tricontract proposal which is still available (but not the two i: 
combination ). 

Under the proposed contract the Government will contract with preferred 
agencies to supply a total of 80,000 kilowatts of Clark Hill project power whic! 
will be transmitted for the account of the Government over the facilities of 
the company. Energy when available will be supplied from the project at the 
customer’s individual points of delivery at a 45 percent load factor. During 
month that energy supplied from the project is less than the quantity associate 
with 80,000 kilowatts at a 45 percent load factor, the contract provides that 
the company will contract with the preferred agencies to supply during that 
month any difference between the energy available from the project and that 
required at a 45 percent load factor, at the project rate of 4 mills per kilowatt 
hour. The proposed contract further provides that the company will supply an) 
additional power and energy required by the preferred agency at its applicable 
rate schedule and under proper contract provisions. 

When you have had a reasonable time to consider this preliminary draft 
proposed basic contract a conference will be held at which time full considera- 
tion will be given the terms of this basic contract and the drafting of the other 
contracts that are necessary to complete the arrangement. It is understood that 
this preliminary draft will be the subject of full and open discussions and that 
neither party has committed itself finally to the exact provisions contained in 
the preliminary draft. 

Sincerely yours, 
(Signed) CnHas. W. Leavy, Administrator. 


DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., September 29, 1956 
Mr. L. C. Roranp, 
President, Jefferson County Electric Membership Corp., 
Louisville, Ga. 
Dear Mr. RoL_anp: There is enclosed for your consideration a preliminary 
draft of contract between the Government and the Georgia Power Co. for the 
wheeling of Clark Hill power. This proposal has been developed as an alter 
native to the tricontract proposal which is still available (but not the two in ) 
combination ). 
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der the proposed contract the Government will contract with preferred 
neies to supply a total of 80,000 kilowatts of Clark Hill project power which 
he transmitted for the account of the Governme nt over the facilities of the 
pany. Energy when available will be supplied from the project at the cus 
mer’s individual points of delivery at a 45 percent load factor. During months 
that energy supplied from the project is less than the quantity associated with 
su1KK) kilowatts at a 45 percent load factor, the contract provides that the com 
nauy Will contract with the preferred agencies to supply during that month an} 
Jifference between the energy available from the project and that required at 
{5-percent load factor, at the project rate of 4.00 mills per kilowatt-hour. The 
osed contract further provides that the a any will supply any additional 
power and energy required by the preferred agency at its applicable rate schedule 
| under proper Contract provisions, 
When you have had a reasonable time to consider this preliminary draft ot 
oposed basic contract a conference will be held at which time full consideration 
be given the terms of this basic contract and the drafting of the other con 
cts that are necessary to complete the arrangement. It is understood that 
s preliminary draft will be the subject of full and open discussions and that 
neither party has committed itself finally to the exact provisions contained in the 
preliminary draft. 
Sincerely yours, 


th 
i 


CuHas. W. Leavy, Administrator 


Mr. Fascert. Ihave one final question. Now,as applied to your dis 
trict or any place else, particularly in your district, do you know of 
univ reason why those matters of negotiation, conference, contracts on 
both sides, should not be fully disclosed to all parties during the course 
of the negotiation ¢ 

Mr. LEAvy. Last week I expressed some feelings on that matter. 
| don't regard the preferred agencies aus primary parties in the n ego- 
tiation, Now, I agree that there should be an appropriate pol nt in 
the course of negotiations, discussions with them as to what Is going 
on. I don’t believe that the course of negotiations is necessarily ad 
vanced by giving them a primary part in the negotiation. I agree 
= in the course of negotiations. before any conclusion is reached, 

is appropriate and desirable that they be informed. 

Mr. Fascetn. That is the reason I asked you about what you thought 
your position was with respect to negoti: itions on this type contract, 
whether or not you dealt at arm’s length with the private power com- 
pany; or whether vou were simp ly a negotiat or to get a contract for 
he ultimate benefit of the co- ops. And it makes a great deal of ditfe: 

as to the position you take. And the further ‘question would be 
us TO whether or not it ‘woul | be proper or improper to withho] ld any 
information from the private power company. Aren't the private 
power companies entitled to all of it too if you are dealing at arm’s 
length ? 

Mr. Leavy. Well, I think that there are some matters, probably, 
that need not or should not be disclosed to everyone involved. I am 
not thinking of any specific thing, I am just a little fearful of too 
broad a generalization. 

Mr. Fascern. You mean from the standpoint of good business 
t ities, In order to get the best possible contract ! 

Mr. Leavy. That is correct. 

Mr. Fascexy. I have no further questions, Mr. Chairman. 

Mr. Cuvuporr. Any further questions by anyone? If there are no 
further questions, thank you. 
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Dr. Pear] of the Bonneville Power Administration will be the next 
witness. 
Dr. Pearl, would you take the witness chair. 


STATEMENT OF WILLIAM A. PEARL, ADMINISTRATOR, BONNE. 
VILLE POWER ADMINISTRATION, PORTLAND, OREG. 


Mr. Cuuporr. I think before we start, Dr. Pearl, so that we don't 
have to interrupt your testimony, we will take a 5 minute recess. 

(Short recess taken.) 

Mr. Cuuporr. The subcommittee will be in order. 

Dr. Pearl, would you identify yourself for:the reporter and the 
subcommittee, please. 

Mr. Pearu. Yes. [am William A. Pearl, Administrator, Bonne- 
ville Power Administration, Portland, Oreg. 

Mr. Austin. Dr. Pearl, you have had a very interesting background, 
and I believe it would be in order for you to tell us a little about your 
experience, before as well as in this position. 

Mr. Peary. Well, when I was asked if I would consider this position 
at Bonneville I was told that they were looking for someone with 
administrative experience. And as a result of th: at I suppose if I just 
mention briefly my administrative experience it will be sufficient. If 
you want the complete record, of course, I could furnish that. 

Mr. Austin. We would be willing to have the record show that you 
have had some interesting experience that fitted you for that position. 

Mr. Prarv. Before going to Bonneville L was acting president of 
Washington State College. Previous to that I was director of thie 
Institute of Technology, director of industrial research, and head of 
engineering. 

Previous to that I was in the industrial world, where I held various 
positions with the Whiting Corp., starting in as chief engineer and 
becoming director of their development program. And then I became 
manager of the company. And when I left to go to the West I was 
vice president in charge of manufacture. 

I think that is just sufficient to cover the brief outline of my admin 
istrative experience, which extended over a period of about 25 years. 

Mr. Austin. How long have you been Administrator of Bonneville 
Power Administration ? 

Mr. Peart. Next January it will be 2 years. 

Mr. Austin. This question should be asked in a manner which 
would give you a long time to answer, because it can be answered 1) 
great detail. But could I ask it almost in this form: Is it youl 
opinion that the operation of the Federal Columbia River powe! 
system, generally known as the Bonneville Power Administration, 
with its marketing policies, has been of great benefit to the develop 
ment of the Pacific Northwest in gener al? 

Mr. Peart. Yes, there is no question about that. 

Mr. Austin. It has developed its resources, it has built an area 
in which a great many people live, it has brought it to a higher position 
in the total } percentage of its importance to the national ec onomy than 
it would otherwise have had? 

Mr. Prarw. I think very definitely. Previous to that the lumber 
industry had been developed and has been developing, but the devel- 
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opment of the river has brought about industrial development in th: 
Northwest. 
Mr. Austin. Dr. Pearl, since we have had before now other laws 
‘han the Bonneville Power Act, suppose we take just a minute and 
efresh your memory on the sections that have to do with the sale 
of power from the Bonneville Power Administration to preference 
eystomers. This is section 2 (b) of the Bonneville Act, which reads 
this way: 
In order to encourage the widest possible use of all electric energy that can 
he generated and marketed, and to provide reasonable outlets therefor, and 
prevent the monopolization thereof by limited groups, the Administrator is 
iithorized and directed to provide, construct, operate, and maintain and improve 
wh electric transmission lines and substations and facilities and structures 
appurtenant thereto as he finds necessary, desirable, or appropriate for the 
purpose of transmitting electric energy available for sale from the Bonneville 
project to existing and potential markets, and for the purpose of interchange 
of electric energy to interconnect the Bonneville project with other Federal 
projects and public-power systems now or hereafter constructed. 


And then section 4 

In order to insure that the facilities for the generation of electric energy at the 
Konneville project shall be operated for the benefit of the general public, and 
articularly of ere and rural consumers, the Administrator shall at all 

mes, in disposing of electric energy generated at said project, give preference 
nd priority to public bodies and cooperatives. 

Now, that is simply a preface for the general question that we 
would like to ask you, to outline quickly and in rather short detail 
the procedure by which you process a preference application for 
power. 

Mr. Peart. Of course, we always give the public groups priority. 
\nd I am sure that all of our contracts have that in mind when they 
are negotiated. There are other parts, of course, of the Bonneville 
Act that you didn’t read that perhaps ought to come out in the testi- 

iony instead of my going through them now, and I think they will 

me out during some of the questions that you might ask me during 
lis period. 

The contracts that we have with our public groups are 20-year 
ontracts. And if at any time they come in and ask for additional 
points of delivery or anything wherein the contract should be rewrit- 
ten, of course, the new contract is rewritten. Many of them are 
requests, of course, to have the contracts rewritten because that gives 
i new date. In other words, it advances the time that their contract 
storun. But, generally speaking, it is when they come in and ask 
for something that is a basic part of the contract that the contract 
s rewritten. There is never any question, of course, about their 
preference status as far as we are concerned in writing these contracts. 

Mr. Austin. Are you familiar with the Harney County Electric 
Cooperative situation, Dr. Pearl ? 

Mr. Peart. Yes; I am familiar. I have spent considerable time 
on that one, I might say, individually, when that group came in with 
their request for power 

Now, we have a requirement stipulation, and I mean by that a 
ininimum-requirement stipulation. And, of course, our processing 
department Just automatically takes these applications and applies 
the minimum requirements to them. The figures that they arrived 
it and which were based upon the estimate of the present load and 
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the load growth in that area—and I am talking about estimates 
made by the cooperative and their engineer—did not in anyway ap 
proximate our minimum requirement. As a result of that, of course, 
we made “pe known to them. And over a period of time, and having 
received a number of letters myself personally from Congressmen, 
Senators ae ially, I did put in quite a little effort myself to see it 
there was some way feasibility could be worked out. 

Now, their engineer stipulated that the load would start at abou 
1,500 kilowatts, and the growth would be up to about 5,000 kilowatt: 
at the end of 10 years. 

Mr. Austin. Could I interrupt you to ask you, you say they stip 
ulated that. Who stipulated that ? 

Mr. Peart. That was their estimate. 

Mr. Austin. Whose estimate, Harney Electric Cooperative’s o 
somebody else’s ¢ 

Mr. Pear.. No; it was the engineer that they retained. [ think 
he is a consultant, and I believe he was in The Dalles. 

Mr. Austin. Would his name be Welty ¢ 

Mr. Pear. Yes. 

Mr. Austin. Were the figures you are using figures supplied you 
by the Rural Electrification Administration in Washington, D. C./ 

Mr. Prart. They were from the co-op, or from Mr. Welty, as 
an indication of what he provided a co-op, was what I was told. I 
they came from somebody else, I didn’t know it. 

Mr. Austin. Are you familiar with the fact that there was a very 
grave dispute as to what the load would be in that area / 

Mr. Prearu. Yes. [ would like to complete the answer to you 
question, because that is what [ was waiting to bring out. 

There really is quite a difference of opinion. I would say that maybe 
some of the other sources that you are talking about came up with an 
estimate of under a thousand to start with, and with a growth of 
something like up to 2,500 kilowatts. 

Now, independent of that—of course, I did my work, and I did it 
for this reason. I received a letter from Senator Morse asking me 
if I would look into it. So I personally did some checking. The 
thing that I was particularly interested in was not so much the start 
ing load as what it might grow to be in 10 years. 

So I started to check to see what other loads there were that might 
come into that area which might justify a line. In so checking—! 
checked various places, including Oregon State College. They have 
made an elaborate study of that area, and they have published a 
little pamphlet on it. And in there they covered the question of irri 
gation, the question of growing season, the question of availability 
of water 

Now, in their report they stipulate that the growing period is Tz 
days, and that as a result the area is not suitable to most crops. They 
stipulate that the water in most of the area has an alklinity problem 
that would be questionable if it were used for eae: They also 
stipulate—and by the way, the United States Geological Survey 
stipulated that in ‘the area there was only suflicient water for irrigation 
to irrigate about—well, I think they said less than 1 percent of this 
area. In other words, I believe they stipulated something about 3,000 
acres, 
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Phat, of course, left me a little bit at a loss to know what to say as fai 
= the growth is concerned. That would seem to indicate that there 
V¢ ildn't be any erowth. In other words, it is an arid area suitable for 
ry izing mostly. 
Phen 1 asked one of my men to check to see if there was any other 
iniber an try, for I had heard = a place called Hines Lumber. 
ny they are not interested in conve rting over to the use of 

ectricity. That is not hard to “ae rstand, because I think in their 
area there 1s Se use for their wood waste, and I mean the sawdust, 
<0 to speak, and I imagine they are ie to use that. 

Phe one I was checking be fore I was called back here was t] le ques 
tion of whether there might be anv minerals or anything in that class. 
hut the answer to the question is just this: Based on our feasibility 
ind the highest estimate that we have received of load growth, regard 
less of where it came from, the 5,000 is the highest that anvone has 


provided us with. It would seem to indicate it does indicate that 
it is not at all feasible. it won't meet one-third of our annual cost for 
those facilities alone if we gave them the power. 

Mr. Austin. There is no question about Harney County’s being in 
your service aren é 

Mr. Peart. There is no question whatever. In fact, if there was any 
question about that I woul Int have spent the time on it. 

Mr. Austin. Then if it were found feasible you would be under the 
respons ibility, according to the Bonneville Act, of serving it / 

Mr. Pearv. If it were found to be feasible we could ask Congress for 
the money, but we can’t ask unless we can show feasibility. 

Mr. Ausrin. That is correct: there is no question about that in my 
mind, 

Now, may Task you, Who outside of BPA was consulted in any way 
on this other than the cooperative itself? Did you consult with Rur: ul 
, lectrification Administration, Washington, or any of the men in 

he field, their fieldmen, in working out your power study ? 

Mr. P EARL. I will Say that ! did not. If some of my men con tacted 

hem Iam not familiar with that fact. I don’t want to say that I 
know every one of my men did not, because I have vot over 2000 of 

em, vou ‘know, but I have to say that I knew nothing of any other 
contacts, 

Mr. Austrx. But I point that out merely because it has been tradi- 
tional, I believe, in the past, and probably is current practice now, 
sit not, to use the facilities a service that are available from anyone 
n that area—for instance, if is a rural electric cooperative, to use 

vhatever facilities REA in W aki veiad and its fieldmen can give you: 
= that correct ¢ 

Mr. Peart. Yes. I recall at one of the meetings my man who was 
n charge of operation and maintenance suggested that perhaps they 
could get the money from REA to build a line. In other words, we 

ve told them definitely, “You are a preference group. We have the 
power, but the line isn’t feasible.” 

Now, if they could get the money. that would be another quest 
of course. 

Mr. Austin. In other words, if they built to you? 

Mr. Peart. If they built to us. 
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Mr. Austin. The problem that is involved there is BPA building 
a line to take power from the present KPA system how far to serve 
them ? 

Mr. Pear... The line that we need to build is 124 miles, of course, plus 
the transformers and substations. 

Mr. Austin. That is what is actually at issue. 

Mr. Prearu. That is really the issue. 

Mr. Austin. Whether Bonneville can build that line for that load. 
Now, was there any discussion at all between Bonneville Administra- 
tion and any of the power companies in the area near this load ? 

Mr. Prar.t. When we first heard of this—and perhaps I should 
say when they first told us about it—we were told that they were 
negotiating with Idaho Power, and with Calpac, I believe. 

Mr. Austin. What is the connection with Idaho Power and Calpac/ 

Mr. Prarn. Of course, Idaho Power serves an area in southern 
Idaho, even over in the western part of it, and does come into 
Oregon. Calpac is rather a small operation that is in the proximity 
of Burns. If you are interested in more detail on these lines I do have 
2 map here that shows where Calpac operates and where Idaho 
Power- 

Mr. Austin. I would suggest that we withhold that. If the Con- 
gressmen Wish it, it could be provided. 1 believe at least the two 
gentlemen who are with us here now who heard the testimony in the 
field are fairly familiar with all those locations. 

[am not sure that I got a clear utterance, in my mind at least, as 
to whether or not you had auiied with the power companies, which 
would be ¢ Calpac and the Idaho Power Co., concerning the possibility 
of your serving Harney County Electric Cooperative. 

Mr. Pears. Person: lly, I did not. I think that Mr. Callard talked 
to Idaho Power about it. 

Mr. Austin. Mr. Callard ¢ 

Mr. Peart. He is director of operation and maintenance. 

Mr. Austin. One of yvour men’ QOne of your top assistants / 

Mr. Pear.. Yes. 

Mr. Austin. And you said he did talk to the power companies 
nbout Bonneville serving this load / 

Mr. Peart. 1 am not sure about Bonneville serving it, but about 
them serving it, because they have a line in the proximity—in other 
words, it wouldn't necessitate any lines for them. 

Mr. Austin. What are the possibilities of Bonneville serving this 
load with a line?’ May I shorten it this way: You could have built 
a line yourself, or, as far as they were concerned, they could have 
built the line and then leased it to Bonneville for operation. Did 
you consider both of those possibilities ? 

Mr. Peart. We considered both of them. You see, financially, 
as far as the Federal Government is concerned, so to speak, it comes 
out the same. You see, the lease, the cost of the lease, would run so 
much beyond any revenue that we could hope to gain that if one 
isn’t feasible the other isn’t. 

Mr. Austin. I understand that in any event the people who use 
the power pay for the line; that is right, isn’t it, that the line must 
be made feasible, that means that the cost of the line to the Govern- 
ment must be repaid by those who use it ¢ 
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ng Mr. Pearu. That is our theory. 
ive Mr. Austin. Have various routes been considered as possible routes 


of getting from your line to Burns, which is the main point for the 
Harney County Cooperative / 

Mr. Peart. No. The only thing that I know about that is—of 
course, | use our engineer’s estimate—I was told that their consulting 
engineer, Mr. Welty, made an estimate and came out with a figure 


lus 


cl. » little less than ours, I don’t recall just how much. But I don’t 
at believe it had anything to do with the route, because the route was 
almost a straight line. But I think it had more to do with the caliber 

Id of the structure than the line istelf. In other words, 1 think he de- 
re -igned a cheaper line than our men had. 

Mr. Austin. I would like to drop back one minute. You say the 
f Geological Survey had made a water study in the area and had found 
n that there was water for less than 1 percent of the land ¢ 
0 Mr. Pearu. I will tell you where I saw that. It was quoted in this 
y little pamphlet that the Oregon State Agricultural Experiment 
e Station put out. 
0 Mr. Austin. Could you furnish a copy of that for the record 4 

Mr. Pear. I would have to get one from Oregon State. Now, we 
F have one in Portland. I haven't got it with me. 
0 Mr. Austin. Of course not. But you have used that as one of the 
e bases upon which you have given a decision not to take power to 


Harney County, have you not ¢ 

Mr. Pearv. I used that as a basis to try to determine load growth. 
| was interested in seeing if there was a justification or an indication 
that the load growth would be, I mean, even more than they had 
indicated. 

Mr. Austin. Since you have used that asa part of the basis for your 
decision, Iwould like to ask that it be placed in the record. I think it 
should be subject to examination. 

Mr. Cuuporr. I think Dr. Pear] will get us a copy and send it to us. 
You don’t have to give it to us today. 

Mr. Pearu. I could get one, of course, and send it in. I haven’t any 
here with me. 

Mr. Cuuporr. We will put it in the appendix of the record. 

Mr. Austin. I would also like to ask that he furnish for us this 
report of the college. I am not sure whether that is the same as the 
report from the college as to the alkalinity and the short growing 
season, or not. Is that a separate document, or the same / 

Mr. Peart. This is all in the report. [I can’t remember the name of 
it. It isone of their regular agricultural experiment station bulletins. 

Mr. Austrx. Did you have any other outside bulletins or any other 
outside documents at. all before you in the making of this study ? 

Mr. Pearnt. No. I was trying to check on mineral aspects of it, but 
I have found nothing yet in that connection. 

Mr. Austin. If that all could be furnished for the record at your 
convenience, we would appreciate it. 

I wonder if, also, since there is no doubt in your mind as to who fur- 
nished the figures of load potential out there, if you could make avail- 
able for the record the figures upon which your feasibility study was 
based. 

Mr. Peart. Yes. The reason I felt a little positive in my statement 
there was because I asked that exact question : “Who provides these fig- 
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ures” And my power marketing group said, “These are the figures 
provided by the co-op.” And Iam talking about 1,500 and 5,000, 

Mr. Austin. Well, if those figures could be supplied for thy 
record 

Mr. Pearu. I will check that. 

Mr. Austin. Do you have a little leaflet with those calculations upo) 
which the feasibility was figured by your personnel? Could that by 
provided ¢ 

Mr. Peart. That can be provided. 

Mr. Austin. I would like to ask that that be put in the record. 

Mr. Pearu. Yes. Do you want a complete statement, or do you jus 
want the figure of our annual cost for the next 10 years, and thy 
revenues, based upon this estimate / 

Mr. Austin. I would say that it should be the complete statement 
that you had before you, upon which you made the final decision for o1 
against the feasibility. 

Mr. Jonas. Wouldn't it be better to have Mr. Austin prepare ; 
memorandum and send it to Dr. Pearl] 4 

Mr. Cuvuporr. I think so. We don’t want you to stop and make 
notes, Doctor. What we will do is write you a letter or memor: andum, 
and tell you what was requested of you and what you agreed to furnish 
and I think you will get it all right ‘the first time that w wy. 

(The information referred to is as follows :) 

The load estimates BPA used for its Harney Electric Cooperative feasibility 
study with those appearing in the preallotment application dated February 14, 
1955, of the cooperative itself are as follows: 

“First year power requirements would be approximately 1,500 kilowatt demand 
Third year demand is estimated at 2,500 kilowatts, and the 10th year in excess 
of 5,000 kilowatts.” 

The same information was also given in the cooperative’s February 14, 1955, 
resolution to the Administration requesting service in the vicinity of Burns, 
Harney County, Oreg. 

Mr. Peart. ©. K. 

Mr. Austin. Is it possible that some of your decision is based upon 
information furnished by the Idaho Power Co.’s Mr. Hogg? 

Mr. Praru. Not to my knowledge. 

Mr. Austin. But you aren't precluding that possibility ? 

Mr. Peart. In other words, he did not furnish them to me. 

Mr. Austin. But a good part of their calculation was not made by 
you, it was made by people at Bonneville? 

Mr. Peart. That will come out in the answer to the second question 
here. 

Mr. Austin, As to the source ? 

Mr. Peart. As to the source; yes. 

Mr. Austin. Do you know the rate assumptions that were used 
that feasibility study? In other words, if the rate assumption was 
on a Bonneville rate, natur: ally there would be quite a bit more power 
used than if it was on the power rate based upon the Idaho Power Co. 
wholesale contract; wouldn't it ? 

Mr. Pear.. Of course, we would base our figures on our rates, be 
cause 1f we put ina line and furnished power, we couldn’t use some 
body else’s rate: we operate under rates approved by the Federa! 
Power Commission. 

Mr. Austin. That wasn’t quite the basis of my question, and I : 
guilty of not phrasing it properly. But the basis of the jain ol 
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feasibility, do you know whether that basis was the basis of wholesale 
ites, Bonneville rates, or wholesale rates at a higher rate? 

Mr. Peart. Our feasibility study was based on Bonneville rates. 
Does that answer it ? 

Mr, Austix. That clears up that point. 

Mr. Peart. That is what I was trying to convey before: we wouldn't 
think of using somebody else’s rate to make a feasibi lity study. 

Mr. Austrx. Are you familiar with the rapid load growth of other 
ural eleetric cooperatives in this general area of Oregon / 

Mr. Peart. If you are talking about Harney County, then I will 
say that I don’t know that there are any cooperatives in that im 
mediate area. 

Mr. Austin. But there are other cooperatives that are very similarly 
situated that are not so very far away / 

Mr. Peart. What do you mean by “very far?” 

Mr. Austrx. In that general area where. roughly, you have those 
conditions—in that part of Oregon. 

Mr. PEARL. W ell, ot course, you can look at our map, and there are 
our transmission lines and the area where it says “intersections” there, 
that whole area down there comes into the category of what you are 
talking about. And, of course, Wwe h: ave no connec tion tO any co- op 
down there. SoIam not familiar with any of the cooper: atives that are 
operated in that area. And I know there are cooperatives in southern 
Idaho. 

Mr. Austin. I don’t think there are any cooperatives in that part 
ot Oregon. 

Mr. Peart. I know there are: many of them. 

Mr. Austin. But the ones that are, are you familiar with their 
load growth ? 

Mr. Pearn. No. I am not. 

Mr. AUSTIN. With the fact that their loads have increased / 

Mr. Peart. No. I am not. 

Mr. Austin. Did you have a chance to look at the record of t 
hearings, both in Idaho Falls and, more particularly, in San Francisco 
of this subcommittee ? 

Mr. Peart. No. 

Mr. Ausrix. As you know, those records were available to the De 
partment of the Interior / 

Mr. . RL. No. I did not. 

Min. \USTIN. So you haven't ~ePe] ny ot the n POrmatior th if Was 
put in the hearings before this committee there on this particula 
problem ? 

Mr. Peart. Not on this problem. 

Mr. Austin. What other loads = ean be picked ip at Burns for 


BPA were concerned in determining feas bility of this line? Did 
heck into the ee tv of any of these power companies or any of t! 
ndustries or any body out there at al] wanting to use th = line also / 

‘ihe PEARL. I don’t know in this cooperative area. I don’t know 
of anv other load except the members of this association. And t] 
Hines Lumber Co. is the only industry that I know of in that area. 


Mr. AUSTIN. What about usil og the line as a whole. and not ST 
Burns, I mean the area that yo! would go througn o1 


? 
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Mr. Peart. That, of course, is a thing that my men are working o; 
now. What is there that might develop along the line? I haven't a) 
answer to that as yet. 

Mr. Austin. But along that line, you have some more possibilities 
of heavy irrigation; don’t you 4 

Mr. Pearu. That is a possibility that [ can’t answer. I don’t know 

Mr. Austin. Now, you have stated that the Geological Survey people 
say that there is only enough water to irrigate 1 percent of the are 
of the Harney County group down there / 

Mr. Praru. Yes. 

Mr. Austin. You know that there is water to irrigate all of thar 
area, and, if there is that water, it takes a lot of electricity, doesn’t it / 
What about the possibility of the power company, Cal-Pac itself, 
wanting to buy up power in that area for distribution? Have yo 
checked that possibility ? 

Mr. Peart. Buy power from whom? 

Mr. Austix. From Bonneville. 

Mr. Peart. Of course, they could get power from us, but, if w: 
were to enter into a contract with them, it would have to have a pull 
back. And the period of time before we would have to exercise that 
is pretty short. And I don’t believe that they would be interested | 
power from Bonneville under the present circumstances. 

Now, of course, if an appreciable amount of generation came on, 
that might change the overall picture. 

Mr. Austin. But to go back to my original question, were the) 
contacted at all to see if they were interested ? 

Mr. Peart. To my knowledge, they have not asked to buy power 
from Bonneville. 

Mr. Austin. I don’t believe that is quite the way I asked it. I asked 
the question, or fully intended to, Dr. Pearl: Did anyone from Bonne 
ville, in studying the feasibility of this line, check with Cal-Pac t 
see if the line were built, would they care to make use of the line 
some manner that would help amortize it and would help make it more 
feasible ? 

Mr. Peart. Not to my knowledge; I don’t think that they did. 

Mr. Austrx. You don’t think that anyone from Bonneville made 
that check / 

Mr. Peart. No; I don’t believe so—now, when I say to the best of 
my knowledge, I don’t. believe they did: in these meetings where « 
group would meet and discuss various things, something like that 
might have been mentioned, but I wasn’t at the meeting. 

Mr. Austix. Do you know whether anyone from Bonneville made 
any check with the Idaho Power Co. to see if they would be interested 
in power anyplace along that 131-mile line? You have a contract 
with the Idaho Power Co.; you furnish them with power in some 
places, don’t you? 

Mr. Peart. Well, we do—of course, that is dump power. We fur- 
nish Idaho Power no firm power. 

Mr. Austin. That still isn’t the question I intended to ask. I asked, 
Did anyone from Bonneville contact them to see if they would be in- 
terested in taking whatever power they take off of that line, if it were 
built, on the contract that they have to purchase power from Bonne- 
ville, whatever kind of power? 
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Mr. Peart. That line that you are talking about, I assume, is the 
line that Idaho Power is putting in. We have no line below La 
Grande: we have no line down there. 

Mr. Austix. But the Idaho Power Co. furnishes Cal-Pac, does it 
not ¢ 

Mr. Peart. Idaho Power furnished Cal-Pac: that, I believe, is 
correct. 

Mr. Austin. So there would be a possibility—if you are checking 
on all the possibilities to see if anybody might want to make use of 
that line. it would be a logical check to make, wouldn't it, since they 
furnish power how to Cal-Pae / 

Mr. Peart. Yes. 

Lut. from vour questions, the way you are stating them, it sounds 
to me as though you are saying to me that, after you had a contract 
for some dump power with Idaho Power and they put in the line, 

en did we ask them, had we put in the line, would you have taken 
power at some other points, and IT am talking about a line now that 
would serve Harney. But. of course, these two things took place in 
reverse ordet 

Mr. Avsti~. What I am trying to ask—and I am sorry if I am 
being obtuse in the question—is Just if. in the checking of all the 
possibilities to make this line feasible to serve Harney co-op, if you 
checked all the potential users in the area to see if they might be 
interested in taking power off of that line if it were built. And I 
don't believe I have been able to get an answer from you yet as to 
whether or not you checked with the Idaho Power Co. Either you 
did or vou didn't. 

Mr. Peart. The potential users in that area—I can't tell you of any 
otential users, that is a thing we have dise ussed more than once— 
vhat are the potential users’ Whoare they 

Mr. Avstix. I have asked one question about one company: if 
they = not a potenti: iu) user, all vou have to say is vou didn’t check 
them, but I haven't been able to find out if vou checked with the Idaho 
sone Co. concerning the posibility of their wanting power along 

iis line: either Bonneville checked with Idaho Power Co. to see if they 
wanted power, or it didn’t, that is all Lam asking. 

Mr. Peart. Well, 1 am going to say, no, because your questions 1s 
not very clear, because you are ti alking about a potential line that didn't 


I 
\ 


eXIST. 

Mr. Acstin. How about Pacifie Power & Light Co.. did vou check 

th them to see if they would like to take power any place along that 
135-mile stretch 7 

Mr. Peart. They have no activity in that area. so why would we / 

Mr. Austir~. Aren't they at Prineville, which is along that line 
some place / 

Mr. Peart. Well, it is a long ways from the line we are talking 
about, 

Mr. Acst1~. How far would be the closest point of the Pacific Power 
& Light Co. line / 

Mr. Pearu. I think the best thing for us to do is put the m: ap up here 

nd we can look at the map and see. All of the companies are on 
there. So if you would like to have that map up, it will be better 
than my sitting here and guessing. 
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Mr. Austin. I still would like to ask the question: Did you contact 
Pacific Power & Light? 

Mr. Pearu. We did not contact Pacific. 

Mr. Austin. That is the answer. Now, over what period of time 
do you figure that a line has to operate or amortize itself for pay-out 
in order to be feasible to be built by Bonneville Power Administration 
to serve any customer ¢ 

Mr. Peari. Well, in accordance with our minimum feasibility, if 
the summation of the revenue for the first 10 years pays the incre 
mental annual cost summarized for the first 10 years, we consider that 
it meets our feasibility test. 

Mr. Austin. Ten years / 

Mr. Praru. That is right. That is just the incremental cost of that 
part of it: in other words, that line. 

Mr. Avstin. That is without contributing anything to the overal| 
Bonneville system ¢ 

Mr. Peart, That is right. 

Mr. Austin. Now, is it possible that—maybe that is just a little 
bit short to pay out the line. 

Mr. Peart. That doesn’t pay it out : it just meets the annual cost. 

Mr. Austin. The incremental cost / 

Mr. Peary. Just the incremental annual costs; that doesn’t pay out 
the line. 

Mr. Austin. But is it possible that that is a bit short? Have you 
given consideration to that ? 

Mr. Peart. Well, I will tell you. This feasibility was established 
years ago, and we have been using it. Perhaps we should make a 
check on it. Had the feasibility of this request. been anywhere near. 
of course we would have thought of your question. But when the 
revenue didn’t meet one-third of ag the annual cost alone, it was so 
far from being feasible that I never gave that a thought, because I an 
of the opinion that if that feasibility was changed we certainly 
wouldn’t change it that much. 

Mr. Austin. Now, as to the other possibilities of ge tting power int 
Harney County cooperative, was there any discussion at any time 
about using a wheeling arrangement with some of the companies that 
are connected with Bonneville that could get into this area, wheeling 
arrangements ¢ 

Mr. Peart. I don’t believe there was. 

Mr. Austin. Isn’t it a possibility that there could be a wheeling 
arrangement worked out? You do have contacts with power con 
panies that have lines that go into that area, don’t you? 

Mr. Prearu. Yes: we do have. 

Mr. Austin. Do you have wheeling arrangements with power con 
panies to take power to preference customers in Bonneville? 

Mr. Peart. Yes: we do have all over. 

Mr. Austin. Is there any reason why that wasn’t looked into? 

Mr. Peart. It probably was looked into by my staff, not myself pet 
sonally. IT imagine that that was discussed. 

Mr. Avstrx. Do you know about meetings that were actually held 
between Idaho Power Co. and Cal-Pac? It would have taken both of 
their lines to get in there, wouldn’t it 


Mr. Pearwu. Yes. 
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Mr. Austrx. And Bonneville Power Administration; do you know 
anything aon any meetings that were held in that regard ¢ 

Mr. Peart. I know there have been meetings between Cal-Pac and 
Idaho Power. 

Mr. AustTIN. Concerning the possibility ‘ ; 

Mr. Peart. Concerning the possibility. 

Mr. Austrx. Do you know whether Bonneville made any approach 
to the power companies of the area, any officer of Bon neville. actu: lly 
to suggest to the power companies that they do their best to supply 
these co-ops on a direct contract, not by wheeling with Bonneville, 
but to try to get them tose ‘1 to this co-op ? 

Mr. Peart. That is a possibility, for they have lines in there. 

Mr. Ausrrx. But you don’t know anything about the activity of 
Bonneville itself, or any of its agents, in trying to get the power com- 
panies to take on that load / 

Mr. Peart. No: I can’t say that I know—I just can’t put my finger 
on it and say definitely they did. 

Mr. Austix. Are you at all familiar with the alternatives offered 
to that group up there, the Harney County cooperative! Of course, 
| think it is clear to everyone that it isn’t energized; there isn’t any 
cooperative there; until they get power they don’t have anything. 

Mr. Peart. That is right. 

Mr. Austin. But are you at all familiar with the offers the Vv had 
for power from anvone else, as to how much it would have cost them 
to obtain power from Cal-Pac or Idaho Power Co. / 

Mr. Peart. The information I have on that, I will have to say Is just 
earsay. The co-op—and, generally speaking, when I say “co-op,” 
I am talking about their consulting engineer — inform mv men 
lat they were working with Idaho Power and wi Cal-Pas 
ittempt to get power for their cooperative from ‘hie’ source. 

I wouldn't be surprised if probably they quoted the actual rate. 
lam not familiar with the actual rate. 

Mr. Austin. If I were to tell you that the rate was testified to in the 
earings we have held previously, it was said that the rate 
lls ona 10-vear contract, and then a very low ceiling, t] 
couldn't even get anything like the amount of power 

ould take it for granted that that was about right, | 

e realm that vou had understood it to be? 

Mr. Pi \RL. Yes, | really think it would be, if you took the 
our runni ng a line down there and figured the cost of powe! 
amortize that loan over a period of, say, 40 or 50 veal 5. 

me out w ith a heur re not too far from that. ] imag ne. 

Mr. Austin. It is on the basis of the usage upon w! 

ie feasibility stuclies / 

Mr. Peart. That is right. 

Mr. Austin. Now, what is the present status of t 

e Harney County Rural Electric ( ‘ooperative To! 

Mr. Pearn. It stands at about this point, that 

in ber W ho have Ww ritten me that we would os 
\) d we are in that process, but we haven't 

Mr. Acstin. So it is still being studied ¢ 

Mr. Pearv. That is right. As far as 

idving it. 
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On the basis of our feasibility studies, of course, I can say to you 
that. it doesn’t meet the feasibility studies, or doesn’t come anywhere 
near them. 

Mr. Austin. What aspects are you studying ? 

— Peart. The only aspect, of course, that we have been studying 

, What is the possible potential growth in the area’ And if you 
are asking me if we requested any money to put up a line, I can tell 
you the answer is “No.” 

Mr. Austin. You wouldn't do that, of course, until there had been 
contracts and until the things had been completely studied ? 

Mr. Peary. That is correct. 

Mr. Austin. What | intended to ask is what you have answered, 
and that is, what is the status of the study of it in your office 4 

Now, isn’t it true, Mr. Pearl, that you yourself actually approved 
this at one time? 

Mr. Peart. No, it is not true. 

Mr. Austin. It is not true that you yourself actually indicated your 
approval of this in any form whatsoever, and it was reversed / 

Mr. Pear. I never approved it—period—if that is a long enough 
answer, 

Mr. Austin. That is certainly a definite answer. 

Did you indicate a desire to approve it / 

Mr. Pearu. I indicated, perhaps, an interest. And I realize it is 
in our marketing area. But I have never indicated that I would 
approve it, because I have never had any evidence that it would sub- 
stantiate feasibility. 

Mr. Austix. By what documents did you evidence that interest, 
Dr. Pearl? Did you write a letter on it? 

Mr. Pearv. Yes, I have written a letter to then. 

Mr. Austin To the cooperative? 

Mr. Pear. To the cooperative. 

Mr. Austin. Have you written any other letters to anyone ind! 
cating that you—anyone else other than this letter to the cooperative / 

Mr. Peart. No, T have not. I have not written any letter. If you 
are referring to a letter to—well, I think Senator Neuberger, Senator 
Morse—there are a number of them that I have written letters to—but 
I have never indicated that I would approve this contract, because | 
have never had any e vidence to indicate that I should, yet 

Mr. Austin. Are you aware of the fact that a complete new feasibil- 
ity study is being made there by the Rural Electrification Administra 
tion? Now, that is feasibility for the loan from REA rather tha 
feasibility for your line, but it would be predicated upon the basis 

of the load potential out there ? 

Mr. Pearw. I did not know that. 

Mr. Austin. You did not know that that is being undertaken at 
the present time / 

Mr. Peart. No. 

Mr. Austin. If the study should come up with a very different load 
out there than you have had before you in your feasibility studies, of 
course, it would change the thinking of your organization, too; is that 
right / 

Mr. Peary. If it meets the feasibility standards that we operate 
under, there would be no reason why I shouldn't approve such 
contract. 
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Mr. Austin. If you became convinced of the economic feasibility 
of the building of that line, then can you yourself go ahead and give 
them the authorizations they need, and can you go ahead, then, ‘and 
proceed to take care of the building of the line? 
~ Mr. Pearn. If it met our feasibility standards, we would put it in 
our budget request, and if Congress approved it, we would proceed 
to ne the line. 

Mr. \{ustin. In other words, the procedure would be that if you 

ind it fe: sible, then you would submit it to Congress, and Congress 
aa | appropri: ite the money, and it would be built at that time ? 

Mr. Peart. That is correct. 

Mir. Austin. Do you have to clear that with Washington ? 

Mr. Peart. You mean the Department of the Interior / 

Mr. Austin. Yes, sir. 

Mr. Peart. Of course, our budget as a whole is always approved. 

Mr. Austin. That would mean, then, that even after it met with 
your approv: al in Bonneville, it would still have to receive the approval 
of the Department of Interior: is that correct / 

Mr. Peart. I would be inclined to question that. Anything by way 
if new policies we clear with the Department of the Interior. Any- 
thing that becomes what I will call a routine contract, why, I am 
free to approve that. 

Now, 1f that met all the feasibility standards, then I would be in- 
clined to call it a routine contract. 

Mr. Austin. I would like to ask one other question. 

Is it the policy there in Bonneville to get a clearance on a line that 
would serve Harney County cooperative, for instance, to get a clear- 
ance from the commercial users in the area, before you would O. K. 
that line? 

Mr. Pearn. Well, you have asked me a question that I am very glad 
to answer, because of rumors I have heard regarding some of the 
testimony. 

We have a plan at Bonneville wherein our activities are publicized 
and cleared. And before I enter into any contract, it is Ss 
espec ialy to all of our customers, even our program for our budget— 

not the dollar value, but I mean our program—is sent to every one 
of our customers, and each is asked to comment on it. 

And so, I would say to you that before I enter into any contract of 
iy major importance, it would be cleared by everyone. And that is 
true of all our past contracts, including the Idaho Power contract. 

Mr. Cuvvorr. Mr. Jonas, I understand you have some questions. 

Mr. Jonas. One or two on Harney. I thought I might forget 
lem tomorrow. There was some testimony developed out in the field 
hat Harney, that this area in question where they are trying to get this 
power, heretofore and for many, many years has been grazing land, 
- somebody is trying to promote a development in there to cut 

t land up and sell it for homesteading for agricultural purposes. 
Do: you know anything about that ? 

Mr. Peart. The only thing I know about it, just not too long ago 
there was a whole page in the Oregonian devoted to Harney County, 
and it pictured the county and the activities there and it gave a history 
of it, and it told about the past record, and that it was primarily for 
vrazing. I read it because of this proposed line. And that is all 


I know about it. 
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Mr. Jonas. I got the impression—it may be wrong, and I wouldn't 
want to do anybody an injustice, and I asked you in order to clari ify 
it, if you know anything about it—I got the impression that a grou 
of land promoters, or some people that owned vast quantities of this 
grazing land, were trying to get power in there in order to promote 4 
development to sell land to ‘people who had run into drought con- 
ditions and were trying to get them to move into this area. Do you 
know anything about that 4 

Mr. Peary, I am not familiar with that. 

Mr. Jonas. There was some testimony in San Francisco alony 
that line, I think, brought out in the questioning of Mr. Welty, and my) 
recollection is that one of the officers of this organization for whom he 
works is one of the principal owners of the land, owns a pretty big 
quantity of it. Anyway, there is no reason why you would have any 
prejudice against Harney County ? 

Mr. Pear. No, sir. 

Mr. Jonas. You are as interested in an area- 

Mr. Praru. 1 am interested in serving them as any other group 
our area, 

Mr, Jonas. And if they come up with a proposition that would } 
reasonably convincing that it is economically feasible, you are just 
as willing to help provide them power as any other community in your 
service area / 

Mr. Praru. Yes, sir. I have spent more time on this than I do on 
the average contract. I couldn’t put as much on the average as I have 
on this. There is no reason why we shouldn’t serve them, if 
feasible. 

Mr. Jonas. And from all of the information you were able to de- 
velop on it, you were never convinced that it was a sound proposition 
for the Government ? 

Mr. Pearu. That is correct. 

Mr. Jonas, All right, sir. 

Mr. Cuuporr. I think, since we are finished with Harney County, 
that it is a good stopping place, so we will adjourn until 10 o'clock 
tomorrow morning. 

(Whereupon, at 4: 40 p. m., the subcommittee recessed, to reconvene 
at 10 a.m., Wednesday, October 19, 1955.) 








EFFECT OF ADMINISTRATIVE ACTS AND POLICIES OF 
DEPARTMENT OF INTERIOR AND RURAL ELECTRI- 
FICATION ADMINISTRATION ON RURAL ELECTRIC 
COOPERATIVES, PUBLIC BODIES, AND MUNICIPAL 
ELECTRICS 


any WEDNESDAY, OCTOBER 19, 1955 
Hovusr oF REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, De. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in the 
iucus room, Old House Office Building, Representative Earl Chudoff 
chairman of the subcommittee) presiding. 

Members present: Representatives Chudoff (presiding), Dawson 


cs chairman of the full committee), Fascell, and Jonas. 
- Also present: William Pincus, associate committee counsel; Arthur 
Perlman, staff director; James A. Lanigan, committee counsel; and 
™ H. Vance Austin, associate counsel. 
- Mr. Cuuporr. The subcommittee will be in order. 
Dr. Pearl, would you take the witness chair, please? Before we 
resume Dr. Pearl’s testimony, I want to announce to the press that we 
have received this morning the copies of the three letters which we 
y requested Mr. Aandahl to produce, which were mentioned in the 
> Attorney General’s opinion. I know there was a certain amount of 

nterest expressed by the press as to whether or not we had received 
‘ them, and I thought you would like to know. 


Mr. Austin, would you resume the questioning, please ? 


FURTHER STATEMENT OF WILLIAM A. PEARL, ADMINISTRATOR, 
BONNEVILLE POWER ADMINISTRATION, PORTLAND, OREG. 


Mr. Austin. Dr. Pearl, just a couple of short questions on Cougar 
Dam. Cougar Dam, as I understand it, has now been authorized, and 
is either under construction, or the preliminary construction work is 
underway. 

Mr. Pearz. That is right. 

Mr. Austin. Can you tel us what plans you have for transmission 
lines to tie Cougar to the general Bonneville system ? 

Mr. Peart. The plans have not been formulated, insofar as Eugene 
had plans originally for a line. And as far as I know now I believe 
they still plan on going ahead with their line. ; 
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Mr. Austin. Woud that preclude Bonneville from actually bu 
ing its own line to tie Cougar into the Bonneville system ¢ 

Mr. Peary. No; it would not: it would probably come in by way 
of integration in our pool, regardless of who put the line in. 

Mr. Austin. In other words, the power would strictly be owned 
the Bonneville Power Administration, even though Eugene owned t)) 
line? 

Mr. Pearu. That is right. 

Mr. Austin. At the moment, then, there is no discussion or thouglt 
that Eugene woud be named a marketing agent for Cougar Da 
power ¢ 

Mr. Pearn. Not that I know of; not since that is authorized 
Congress. 

Mr. Austin. Not since it was authorized ¢ 

Mr. Peart. Yes. Previous to that, you understand, Eugene want 
to build the dam themselves. 

Mr. Austin. But at the moment it is the full intent of Bonneville 
Power Administration or of you as Administrator that all power 
from Cougar would be integrated completely with the Bonnevilk 
Power Administration facilities? 

Mr. Peart. That is correct. 

Mr. Austin. I would like to discuss for a few moments with 
the West Oregon Cooperative situation. We have some letters here 
that you might wish to have before you, as we discuss it. You are 
familiar with the West — Cooperative situation, I am sure. 

Mr. Peart. Yes, Iam. I don’t know that I am familiar with the 
letters, though. 

Mr. Austin. We will have it before you before we start discussing 
it. You recall when power contracts were first signed between BPA 
and West Oregon Co-op ? 

Mr. Prearv. Well, of course. it was before my time at Bonneville. 

Mr. Austin. If I were to tell you it was in 1952, you would take 
it for granted that that is right, approximately ? 

Mr. Peart. Yes, that is right. 

Mr. Austin. Do you know whether any delivery points, or any 
other condition of service have been ch: anged for their use since the 
time of their first contract ¢ 

Mr. Peart. Yes. Very recently, of course, there have been, they 
have been given a new point of delivery. 

Mr. Avstrs. And that is what is called Sunset, or Timber? 

Mr. Peart. Timber, that is right. 

Mr. Austin. And prior to that time there was another new point 
of power takeoff apparently added—I am not sure I can pronounce it, 
but it looks like Necanicum. 

Mr. Peart. That is close enough. 

Mr. Avstix. I would be glad to have your pronunciation. 

Mr. Pearn. That is all right. 

Mr. Avstix. Necanicum Junction. So they have those two poi 
of delivery added since the original contracts ? 

Mr. Peart. Yes. 

Mr. Austin. And has the original contract of 1952 been modified 
In any way, the power contract between them and you, to this time‘ 

Mr. Pearn. No, it has not. 
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_ Mr. Ausrix. I take it that you have the sheets before you that 
ave been passed out. Let’s take the one that says WO-3, which 
Wa -tands for Western Oregon, of course. 
Without going into the voluminous correspondence which we have, 
| we have reproduced here excerpts of letters—we have the full letters 
the re from the files, if anyone from the committee would care to see 
hem, or you, Dr. Pearl, to see that we haven't taken anything out of 
ontext. 
2) Going down these letters very quickly, the first one we have listed 
Mu sa letter from BPA to West Oregon, di ted March 24, 1953, in which 


Mr. Trommershausen, of your statl, says: 
Upon completion of the Government's Timber substation some modification 
| be required. 
That was before your time with Bonneville ? 
Mr. Peart. Yes, sir. 
Mr. Acstri~. And I think the next one, which was dated May 14. 


ie 2» . ¥ ae 
ie 1955, also was before your time. And West Oregon wrote back saying: 
ile We understand that the contract would have to be opened in order to include 
lis substation. 

Phen in III you stated that: 
you We will be able— 
ere 5 ; ‘ . 

i lis is the last sentence that we have quoted there—with this new 

. substation you are putting In— 

the We will be able to serve the entire requirements of the cooperative’s mai 
<Vstem. 

Ing | mention that merely to point out that as of this date, May 25, 1953, 

PA there seemed to be no question on the part of Bonneville ie that 
they would still give a requirements contract to the West Oregon 

lle, Co-op, a contract which says, “We will take care of your need,” which 

ike s the type of contract that has been general, and the type of contract 
that West Oregon had up to that time. 

Going to the next letter from BPA to the West Oregon Cooperative 
ny lated February 3, 1954—I believe you were at Bonneville at that 
He time 

Mr. Pearn. Yes. 
ey Mr. Austin. You state in there that for the first time there would 

be a need for the inclusion of the power limitations clauses. That is 
correct : 1s it not ¢ 

Mr. Peart. That is correct. 
nt Mr. Austrx. Now, whose decision was it that the e power limitatior 
t, clauses which have crept into the correspondence for the first time 


should be included? Was it your decision. or someone else’s decision, 
that the power limitation clauses must now go into this renewal 
the contract ? 

Mr. Pearu. It was a departmental decision that those clauses would 
be included in all contracts where a new contract was written. 

Mr. Austin. Do you know who made that decision / 

Mr. Peart. Well, the Department of the Interior. I am r: cher 
sure that Secretary Aandah! made the decision. 

Mr. Austin. And did the timing of the putting of these limitation 
lauses coincide with the fact that there were no new starts for power 
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development in the area on the part of the Federal Government? Was 
there some connection # 

Mr. Prarw. I wouldn’t be able to answer that question. I would 
assume maybe that is true. 

Mr. Austin. There would be no question, would there, but that this 
putting of the power limitation clause in this contract would be quite 
a blow to the West Oregon Co-op, it definitely cuts down their rights 
and expect: itions under the contract that they previously held: 
doesn’t it ? 

Mr. Peart. Well, that of course depends on your thinking. If your 
attitude is that there will never be any more F ederal generation, then I 
would say that your statement is accurate. But if there is more 
generation, this is in no way a limitation ona preference customer. 

Mr. Austin. But definitely for the first time in their contract it 
would tell them that you could stop them at some time; in the other 
contract they had hi id what was called a power requirements contract, 
you had given West Oregon an assurance that you would take care 
of their growth, and this is a reversal of that; is it not? 

Mr. Peart. I am not sure if this contract—you see, we have some 
earlier contracts in which the customers feel that they have a 
ments, but there are very few of those contracts really in existenc: 
Offhand I would guess that this contract wouldn’t come in that cat 
gory, because it was written—well, I will say relatively recently. 

Mr. Austin. You don’t wish to go into a discussion of this particular 
contract, do you, at this point ‘ 

Mr. Pearu. No, I don't. 

Mr. Austrn. We can take it for granted, can we not, that they had 
power requirements contract? There were power requirements con- 
tracts ¢ 

Mr. Peary. You can take it for granted. However, I have actually 
only seen three contracts that the legal department w ould interpret as 

requirements contracts. 

Mr. Austin. Let’s go back up to this ITT, the last two lines under 
it—this is a letter from BPA to West Oregon: 

With the completion of BPA’s Timber substation, we will be able to serve the 
entire requirements of the cooperative’s main system. 

So apparently at that time BPA was acknowledging that fact, w 
it not? 

Mr. Prarw. Sure, at the present time they could, I don’t know that 
you could translate it to say that we will supply it ad infinitum, that 
says we will be able to supply it, and that means at the present. 

Mr. Austin. The contract they had in 1952 was a 20-year contract 

Mr. Pearu. Yes. é 

Mr. Austin. Wasn’t that the contract they had, and this is a limi- 
tation on the contract? 

Then dropping down to V on this page, we have here the letter 
from BPA to West Oregon dated March 29, 1954, in which the 
board is urged to begin negotiations and reopen that contract. Anc 
you use the ‘words here in the third line from the end of the a 
before any expenditure of funds is made for the construction of the Tim! 
substation, 


In other words, you are practically telling them you weren’t going 


to build that substation until the board agreed to these new pro' 
sions in their contract, isn’t that right? 
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Mr. Peart. When you say “you” you mean one of my men? 

Mr. Austin. All right, one of your men. 

Mr. Pearu. Yes, that is right. 

Mr. Austin. But it is an official Bonneville letter, is it not? 

Mr. Pearu. Correct. 

Mr. Austin. Then the next letter, VI, from West Oregon to BPA, 
dated April 20, 1954, says: 

Because of the serious implications set forth, the board wishes to take more 
time. 

In other words, the board just didn’t want to go along with this, 
without knowing exactly what it was that they were getting in the 
way of change in the contract. 

Then, going on down to VII, the letter from Bonneville to West 
Oregon, dated April 30, 1954, the part that I will quote from is over 
on page 3, in the third paragraph, the fourth line: 

The Department of the Interior is quite anxious that full agreement be 
reached on power contract matters before any further expenditures are made by 
BPA on additional facilities. The transmission line now underway is but a 
part of the larger project— 
and so forth. 

In other words, telling them again that you do not expect to 
expend more money until they agree to the new contract. 

Now, you have stated before that ae was Department policy 
that any new contracts had to include these limitations. Did you 
authorize this letter? 

Mr. Peart. No, I did not authorize the letter. 

Mr. Austin. But it was 

Mr. Peary. It was a part of the routine procedure. 

Mr. Austry. At that time had this particular problem of West 
Oregon been discussed with the Department of Interior in Wash- 
ington, do you know? 

Mr. Peart. As an individual problem, I don’t believe so. 

Mr. Austrx. You think it was still being handled on strictly the 
local level under the policy ? 

Mr. Peart, I think that is true. 

Mr. Austin. Then VIII, the letter from Bonneville to West 
Oregon, of July 20, 1954. And this time you had an informal hold 
order on the construction, did you not ? 

We can refer back to the other letter. 

Mr. Pearu. That is right. That is just the regular procedure that 
Was set up. 

Mr. Austin. Your letter, I don’t believe, mentions it, but you had 
put a hold order on it until the West Oregon Co-op board had agreed 
to this? 

Mr, Pear. I would rather you say that one of my men put a hold 
order on it. 

Mr, Austin. I didn’t mean to imply that you personally had done 
it, but I speak in terms of the Bonneville Power Administration, 
and you are the Administrator. But I would like to draw attention 
to the part that is underlined there— 





the Necanicnm Junction point of delivery has not heretofore been covered 
a contract. 
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In other words, there had been this point of delivery given to tha 
West Oregon Co-op, but there had been no new contract covering it, 
is that right? 

Mr. Peart. That is correct. 

Mr. Austin. Was that because you were just short of personne 
to draft contracts, or what was the reason for not having Mcorpo- 
rated this into the contract, 

Mr. Peart. I think that perhaps you can call it a shortage o! 
personnel. When I arrived at Bonneville there were quite a numbe 
of places where services had been put in, and where the contra 
being negotiated had not been completed, and that was one of then 

Mr. Austin. But it also shows that since that took place, Augus 
14, 1953—the date is just above there—I take it that 1s the date «: 
the energizing of the Necanicum Junction point of delivery— 

Mr. Pearn, That is right. 

Mr. Austin. Since that had taken place—this letter was writte 
July 20, 1954—it hadn’t been necessary by Bonneville to prepar 
new contracts every time there was a point of delivery, you ha 
regularly billed them for power taken at of Necanicum Junction. 

Mr. Peart. Those billings were made on a temporary basis unti 
such time as the contracts could be formalized. 

Mr, Austin. But it hadn’t been the practice before now to put 
lhiold order on construction until a new contract was signed—— 

Mr. Praru. Not that I know of. 


Mr. Austin. Mr. Wooden, who is the president of this cooperative, 


testified on the Pacific coast this way—this is on page 2107 of volu 
13: 


It clearly was the intent of Congress that BPA should build the transmiss 
lines and construct the substation, as provided in the appropriation of 


necessary funds, and it never was the intent of Congress that delaying tactics 


be employed to force the cooperative to sign a proposed contract that woul 
hamper and limit the co-op to have the imposition of certain restrictions 
principally in regard to the term of contract, and the amount of power th 
might be supplied to serve new loads. 

Such restrictions could be the deciding factor as to whether the cooperatiy: 
would be able to meet its loan obligations to the Federal Government or 1 

I read that to you because you stated yesterday you had not see 
the testimony that was given out there. 

Mr. Fascein. Excuse me, could Task a question. 

Do IT understand your testimony to this effect, that whenever add 
tional power was needed by one of your customers who already had 
contract that you withheld construction until they agreed to a mod 
fication of that contrac e ? 


Mr. Peary. No, sir: U did not say that, nor imply that. 


Mr. Fascetu. If I referred that from what you testified, I woul ld 


be inferring incorrectly ? 

Mr. Peart. Yes, you would be inferring incorrectly, because I an 
viving Mr. Austin a chance to ask the questions. The answer to this: 
very simple. We could have settled this whole thing with about tw 


questions, but I felt that as a witness I should allow him to ask the 


questions as he saw fit. 
Mr. Fascert. I think that is mighty fine. I would be happy to! 
the rest of the answer. 
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Vir. AUSTIN. You are familiar with the fact, I presume, that as Mr. 


1 


Wooden testified, their own attorney told them that their contract of 


2 was a valid contract, and thev had a right to stand on it, and un- 
btedly Mr. Wooden and his organization had implied that to you. 
Vow, apparently, according to the letter that you sent to us, which is 

e WO-1 that vou have there, on page 5, the third paragraph, appar- 
tiv vou and Bonneville but in this case this letter is =1g1 ed by 
apparently vou agreed with the attorney for the West Orego 
op, because you say in this third paragraph: 


»jnformal hold order was canceled in December O54. because a ¢ 
had heen made to the West Oregon Electric Cooperative prio! 


when BPA started inserting “limitation requirements 


sO forth. 


So vou did then go ahead at that time and hook up this new subst 
ind begin delivering power To t} e VV est (Jrego! ( oopel itive. did 


i not! 


Mir. Peart. Yes.sir. Now, we have no intention at any time of vio- 


oO 


a commitment. This hold order was issued by one of the men, 


] ] } ' + 1 
i Was a Case where he thought ne was dome wW if he snould do. 
= thing. of course, didn’t come to mv attention until this par 
lartime. But this was a commitment that was made to a coopera- 


And we have no intention of violating commitments that | 


een made, 


‘} ; . co 1 1 . ae . 

Therefore, immediately we proceeded to put this point of ae 
- 5 ¥ } + ; } ie A 

ery. Now, vou can call that whatever vou wa 

Mr AW STIN. There Was al 11 teresting omeceirce Ce of time o7 (ij}<- 

ering that. You stated A minute avo it rac one t our me! 


ive corrected me seve! a] times fol sav! 
Mr. Peart. Yes. 
Mr. AUSTIN. Actually. as head ot the Ady nistration. vo ire 
+4 much responsible for the actions of tae ‘ 


1 
i i . 
Mr. Peart. Yes, I won't question that. It is tter sometimes of 


Is that don’t get to vou until there is at least a little heat generated 
Mr. Avstrx. This has been quite a while in generating, and there 
developed q lite little he ‘ n that v hig e area: hast % 4 ere / 
Mr. Peart. As far as this particular case is concerned, the cong 

ippropriat on to do this work Was made previous to t 

ese two clauses were tT The onrTra S 
Mr. Acstir~n. Andt 0-ovs or ‘ 

f f ~ 
Now. was that vour own dec -30n to reverse tf e people mT ie De 
tand go ahead and hook Ip This supstation / 
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Mr. Avustry. There had been an election just before that, too, hadn’t pe 
there, that had made a sizable change in the picture in Oregon, par. Coop 
ticularly ¢ ri 

Mr. Praru. I don’t think that entered into this in any way. I am ie 


-ather sure of that. 

Mr. Austin. What advice did Bonneville Power’s general counse] sai 
give you as to the propriety of putting this hold order on that con- 1955. 
struction ? 1960 

Mr. Pear. I don’t recall that that was ever discussed with him. 

Mr. Austin. You don’t think that was ever discussed. 

Mr. Chairman, I would like to have these two documents, entitled 
“WO-1” and “WO-3” admitted into the record. 

Mr. Cuvporr. Without objection, they may be so admitted. 

(The documents referred to are as follows :) 


WoO-l 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., October 5, 1955 to | 
Hon. EARL CHUDOFF, 
Chairman, Subcommittee on Public Works and Resources, 
House of Representatives, Washington, D. C. 
My Dear Mr. CHuporr: Your letter of September 27 requested information 
construction of the transmission line to, and substation at, Timber, Oreg., t 
serve the West Oregon Electric Cooperative. The five specific questions whi 
you asked are repeated below with the answers to each: 
(1) Date of appropriation by Congress, and the language of budget re- 
quest ; availability of funds to BPA. 
Funds for the construction of a 115-kilovolt transmission line from Fores: 
Grove to Timber to Tillamook; a 3,000-kilovolt-ampere (subsequently changed t 
6,000-kilovolt-ampere,) 115-34.5 kilovolt substation at Timber for service to the 
West Oregon Electric Cooperative, and additional transformation capacity 
Tillamook were requested in BPA’s fiscal year 1953 construction budget. 
The following language appears in BPA’s justification for appropriations fisca 
year ending June 30, 1953: 


Tillamook County Service (item IB—-16)......._.______.____________ $518, 00 


To provide necessary additional power for Tillamook County and for th 
West Oregon Electric Cooperative in Clatsop, Columbia, and Washington Coun 
ties, the Administration proposes to construct a 115-kilovolt transmission lin¢ 
approximately 60 miles in length, from Forest Grove substation via a po 
in the vicinity of Timber, Oreg., to the vicinity of Tillamook. The Administr 
tion also proposes to construct a 8,000-kilovolt-ampere, 110—34.5-kilovolt sul 
station in the vincinity of Timber, and to install 15,000 kilovolt-amperes of trans 
former capacity in the vicinity of Tillamook, the exact location depending up 
further analysis of the development of loads in the area. 

The Administration presently serves Tillamook County by means of a 57-kil 
volt transmission line extending from Salem to Boyer and thence to Tillamoo! 
The Salem-Boyer section of this line is being converted for 115-kilovolt operat 
and a 15,000-kilovolt-ampere, 110—69-kilovolt transformer is being installed 
at Boyer which will permit operation of the Boyer to Tillamook section 
69 kilovolts. This work is scheduled to be complete in July 1952. The Ti 
mook PUD takes delivery at 2 points on this line: (1) at the Administratior 
1,000-kilovolt-ampere, 57-12.5-kilovolt Beaver substation, which will be increased 
in capacity to 3,000 kilovolt-amperes the latter part of 1952, and (2) at the Ad 
ministration’s 9,000-kilovolt-ampere, 57-12.5-kilovolt Tillamook substation whic! 
will be increased in capacity to 12,000 kilovolt-amperes in September 1952. 

The Administration’s presently programed facilities as described above 
provide service to Tillamook County are too limited to serve the total requir 
ments of the county. 

The scheduled energization date of the proposed transmission line and a 
tional transformation facilities in the Tillamook area is November 1954. 
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udn’ fhe proposed Timber substation, with a scheduled energization date of Novem- 
nt er 1954, will provide necessary additional power to the West Oregon Electric 
. . . a I 
par- Cooperative. This cooperative plans to construct 33-kilovolt lines north from 
| er to Veronia and west from Timber to Elsie. 
[ an estimated December maximum demands of the West Oregon Electric 
ili! . ryt: ° = 
( erative at Timber substation are as follows: 
nse] 
Con- Lan ; . 2 500 


him. Initial construction funds for the project were made available by congressional 
ropriation in July 1952, with necessary additional funds being made avail- 


tled n subsequent years. 
2) Schedule of construction, including survey, letting of contracts, con- 
struction, delivery of major items of equipment and materials; and their 
nstallation. 
(3) Whether this work was done by contract or force account 


ia 


hat portion of 
for the Timber 
‘h was closely 


Construction schedules were established for energization of 


15-kilovolt transmission line from Forest Grove to Timber and 
station in November 1954. The construction schedule, which 
wed, specified that surveys for the 20-mile Forest Grove-Timber line were 


be accomplished during July, August, and September 1! 


i1¢ 


major line mate- 
were to be ordered for delivery in fiscal year 1953; right-of-way was to be 
red during the period November 1952—June 1953; clearing was to be accom- 
shed by contract in the period July—December 1953, and construction was to 


contract in the period May—October 1954. 

















rt (4) Any special circumstances surrounding the project: e. ¢., labor prob- 
ms, exhaustion of funds, progress of negotiations with customer, not 
elivery of material or equipment 
- 
er constructon was under way th t ( stru 
res rienced trouble due to this use of nonunion labor, and completion of the 
lt s delayed for about 1 month as a consequence. The line v mpreted au 
the the latter part of November 1954, but was not energize 
onstruction schedule for Timber substation specified 
be accomplished during August, September, : October, 1954, and 
bids were to be issued in May 1954. The 6,000-] lt-ampere 
Timber substatior is orde l y f ro] 
e and was de ere ¢ ry 
uv ‘ Struction speci at S i 5 = I ere « eted M: 195 
t f in informal hold ler, bas the De Inte . 
ur lagreement be re ! ( ret T +t { , , 
y eT ‘ f . ‘ 
Ss a] ed in June m) rele d : , 
t of the West Oregon I ( ‘ ‘ 
requirements e ty . 
ns f g this ne f cs ( 
1 1 of the For ( ‘ y f t en 
1 order, as it S d ¢ hicl 
he line to T n 
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‘ : l sf ng m re ePTe ts é I 
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Construction of a 14-mile 115-kilovolt transmission line from Naselle subs: 
tion to the Ilwaco-Long Beach area and construction of a 15,000-kilovolt-ampere 
115-34.5-kilovolt substation at Ilwaco for service to the Pacific County PUD wer 
approved in the 1954 construction budget. These facilities were scheduled for 
energization in June 1956. Initial construction funds were made availabl 
Congress in July 1958, with necessary additional funds being made availabi 
subsequent years. 

The construction schedule originally established for the Naselle-Ilwaco | 
specified accomplishment of surveys in the period March—June 1954; major line 
materials were to be ordered in fiscal year 1955; right-of-way for the line was ¢ 
be acquired in the period April-December 1955: and construction was to be accor 
plished by contract in the period March—June 1956. 

The Ilwaco Substation construction schedule originally specified that major 
muiterials were to be ordered in fiscal year 1954, and construction was to | 
the period March-June 1956. 

The route originally planned for the transmission line was changed s1 
quently because of (1) excessive right-of-way clearing required to follow 
original proposed route, and (2) Pacific County PUD's desire to locate the 
substation at Long Beach, several miles north of Ilwaco. Because of the revis 
in plans, surveys could not be completed until March 1955, which in turn del: 
right-of-way acquisition to the period April-August 1955. Completion of the 
has been rescheduled from June 1956 to October 1956. The revised scheduk 
specifies that clearing Will be accomplished by contract in the period Septem) 
1955-May 1956, and the construction will be by contract in the period May—S\ 
tember 1956, with construction specifications being available in March 19% 
Due to the delay in completion of the line, energization of the Long Beach sul 
station has been rescheduled to October 1956. The revised prograin specifies © 
struction is to be accomplished in the period June-September 1956, with « 
struction specifications being available in March 1956. 

No delays have been encountered in the receipt of necessary line and subs 
tion materials for this project. 

Sincerely yours, 


Wma. A. Peart, Administrat 


WO-3 
CORRESPONDENCE BETWEEN BPA AND WEST OREGON ELECTRIC COOPERATIVI 


(I) Letter: BPA to West Oregon (W. E. Trommershausen to Guy IT. Thonias 
Marvh 24, 1953: 

“Upon completion of the Government's Timber substation (Sunset Junetior 
late in 1954, some modifications will be required in your power sales ¢ 
tract * * * “Specifically, therefore, the following changes are being considered 
for the contract amendments: * * * ” 

(Il) Letter, West Oregon to BPA (same) May 14,1958: 

“We understand that the contract will have to be opened in order t 
clude * * * * It is eur wish in this case, that when the new contra s 
Written, that it be written for a period of 20 years from that date.” 

(III) Letter, BPA to West Oregon (same) May 25, 1953: 

“As requested by you, our staff will promptly prepare a draft of a new pow: 
sales contract for a term of 20 vears, commencing on the date that service is 
started at our Timber (Sunset Junction) substation * * * The contract we 
ulso provide for an additional point of delivery by transfer over the fa: 
ties * * * in the vicinity of Necanicum Junction. 

“In agreeing to undertake this additional transfer delivery at Necanicu 
Junetion, I am sure you appreciate that BPA cannot make any further expend 
tures to reinforce the power supply at this point * * * 

“With the completion of BPA’s Timber substation, we will be able to set 
the entire requirements of the Cooperative’s main system * * *” 

(IV) Letter, BPA to West Oregon (Herschel F. Jones, power manager 
Thomas), February 3, 1954: 

“* * * we have been concerned for some time about the possibility * * * pr 
ably after 1965, the supply of power on the Federal system may prove inade 
quate” to meet preference customer loads. “In order to guard against this situ 
tion, we began writing into the contracts of our public agency customers 
December 1952 a provision that the Government would not be responsible for 
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é power loads of new large industrial p s served by any etert 
S < if such new industrial loads would make it impossible t eet tl 
yu ng requirements of other public agencies and cooperatives * * * 
{ more recent examination of load and resource statistics indi ed tha 
construction of additional multiple-purpose projects, the Federal G 
ent will at some time within the next 20 years he unable to meet growi! 
rements of public agencies re now iding tl 
i] contract provisions for our con rencies a clause wh 
makes an equitable distribution of mg public agen us 
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\) Lett BPA to West Oreg Tro s] st i s), Mar 2 
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Serve large industrial loads itself if it is unable to meet the request for power 
for a large industrial load made by any one of the preference customers. Aboy: 
16 preference customers have already signed contracts including this provisior 
Each one of Bonneville’s power-supply contracts with a public a gency Will ir 
the future include this so-called limitation-on-requirements provision. 

“The provision ‘when the Government supply is insufficient’ is included in thy 
contract for the protection of the Government, but it also serves to put the cooper- 
ative on notice with regard to its future power supply. It is possible that a: 
some future date the Federal Government may not have sufficient power on its 
system to meet the full requirements of all of its preference customers in th 
Pacific Northwest. To avoid being in an undersold position, if that shoul 
happen, the Administration is now placing in all of its contracts with preference 
customers a new general contract provision called ‘Where Government suppl; 
insufficient.’ This is essentially a device for equitably dividing the supply of 
Government power among the preference customers at the time the supply 
becomes insufficient to meet the full requirements of the preference customers 
It will not be invoked against all preference customers at the same time. It w 
limit the obligation of the Government to supply the amount of power purchased 
by each preference customer in the year preceding the date it becomes effective 
Thus if in 1960 it becomes apparent that the Federal Government will not hav: 
enough power to meet the full requirements of preference customers in 1965, j 
will give notice and in 1965 the preference customers will receive the same amount 
of powe r that they received in 1964. 

soth of these provisions to be added to your contract recognize that the visibl 
future Federal power supply may well be insufficient to meet the power requir 
ments of all preference customers in the Pacific Northwest region.” 

* * * “We recognize that both the cooperative and the Bonneville Poy 
Administration have already made, and are still making, investments in facilities 
that are directly related to service at the Timber substation. The Department 
the Interior is quite anxious that full agreement be reached on power- “contract 
matters before any further expenditures are made by BPA on additional facili 
The transmission line now under way is but a part of the larger project whi 
will extend the transmission line to Tillamook. 

“We trust that your board of directors will again consider this matter prompt 
and advise us of your decision so that we can award the construction contract 
for the Timber substation. As outlined in my last letter, a member of our staff 
would be willing to come to Vernonia to answer any questions that your board 
may have on this matter. Furthermore, your officials may at any time by arrange- 
ment come to Portland to discuss this matter with the power manager or Admi! 
istrator should you feel that such action is necessary.” 

(VIII) Letter, BPA to West Oregon (same) July 20, 1954 (letter enclos 
drafts of power-sales contract and lease agreement for Vernonia-Warren lin¢ 

“* * * The power contract runs for a full 20 years, effective from 9 a. m. « 
August 14, 1955. With respect to this date, you may have had in mind that the 
new contract would be dated from the proposed energization of the Timber su 
station. I find, however, that the Necanicum Junction point of delivery has 1 
heretofore been covered by a contract, and it is therefore desirable to make |! 
effective date of the new contract the date of energization of the Necani: 
Junction point of delivery.” 

“We trust that full agreement can be reached shortly on these contract matte 
so that the construction of the Timber substation can get under way.” 


Mr. Austin. While we are on this matter of the forcing open of 
these contracts out there, there are a few other points that might be of 
interest. 

You furnished us the answers to a number of questions, and a co} 
of your letter is being distributed here. You will have it in just 
moment. There is a copy of the letter that you sent to us, dated 
October 5, in response to some questions that we asked you, and y 
have outlined the letter very conveniently by repeating the questio a 
there, so it makes it a very easy matter to follow, and we do w! 
to express our appreciation to you, Dr. Pearl, for the very prom| 
manner in which you responded to every question that we sent out t' 
you. 
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~~ 


ste fhis letter supplies a list of the contracts with the preference 
sior -tomers of Bonneville Power Administration that have either been 
i reopened or are in the process of being reopened now. 

How many of these contracts—and we can refer to the lists on the 
os ist two pages under the statement there—how many of those con- 
ce tracts have been reopened since January 1 of 1954—that would be the 
L its last year, 10, 914 months ago—do you know ? 
the Mr. Peart. 1 couldn’t give you the exact number. The only time 
case that we reopen a contract is when a customer comes in and asks for 
opls «omething that is of sufficient importance that it requires a reopening 
ro of the contract, such as a new point of delivery, or some item that is 
pI definite part of the contract. 

a“ Mr. Austtxn. We will come to that in just a little bit, as to just 
ae it are the items which cause them to be reopened. 
“at How many of these preference customers—of course, you have 
ave other preference customers than listed here—— 
» Mr. Pearn. Yes. 

Mr. Austin. These are simply the preference customers that have 
ible new contracts ¢ 
ir Mr. Peart. These are the customers that have come in for some 


noe additional that required a change in their contracts. 

\ir. Acusti~. And, so new contracts either have been given them o1 

nthe process of being given them ? 

Mr. Peart. Are in the process, in this group. 

Mr. Ausrix. And the only reason for this group is the new point 
of delivery ¢ 

Mir. Peart. Yes. 

Mr. Austin. Now, how many of these customers that are listed here, 
other than Seattle and Tacoma, have any power generation of their 
own 

\ir. Pearu. I don’t believe there is a one of them that has. I don’t 
see one that—— 

Mi. Austin. I think that is correct. 

\ir, Peart. I know none of them have. 

Mr. Austin. Now, if you put these power limitation clauses 
und you have, these people already have the new contract, or are 
getting it, the contract which has the power limitation clause 

Mr. Prearu. Yes. 

Mr. Acstrx. What will happen to some of these very small coop 
eratives or utility districts, what will happen to them if you put the 
elung on them’ Will it just stagnate them ¢ 

Mir. Peart. Well, I don’t know why it would stagnate them. In the 
first place, of course, our contracts are all so written that the preference 
customer gets the power, if we have it. And our figures indicate that 
with the pullback we have in the other contracts, that we can take care 
of our customers and | mean our preference customers for at least 
he next 14 vears if thev have what we call a normal growth, and that 
normal srowth is based on their estimate of what the crowth will be. 

Mr. Avustrx. Then why is it necessary to put these limitation clauses 

the contract ¢ 

Mr. Peart. Because if there is no more generation comes in, the 
time will come when we will run out of power, and that is mnevitable. 
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Mr. Austin. But all of this group that are listed on these two pag: 
hi id contracts that would have run a good many years yet, that we 
power-priority contracts: isn’t that right / 

Mr. Peart. Well, if you are bringing up the question of why 
changed these contracts, any customer that comes In how— 

Mr. Ausrix. Can't you answer my question first, Dr. Pearl? 

Mr. Praru. 7 ill you restate it, plea se / 

Mr. Austin. I asked you if it is true that all of this group listed 
these two columns have been given, have changed to new contracts 
that are in process, but they have what was called requirements co 
tracts that hada good many years to run 4 

Mr. Peart. They did have contracts. I am not sure about Powe 
requirements, that is quite a debatable question. I prefer to leave th 
up to the legal. 

Mr. Ausrrx. But you ave changing them when it is very clear t 
they don’t? 

Mr. Pearu. We are changing them when they come in for a ne 
pot, 

Mr. Dawson. Upon whose advice are these changes being Thiacte ¢ 

Mr. Pearn. By the Department of the Interior—you mean who pro- 
posed these two new clauses that we put in the contracts / : 

Mr. DAWSON. Yes. 

Mr. Prart. The Department of the Interior. 

Mr. Dawson. Were vou consulted about it / 

Mr. Peart. They were being put in when | arrived at Bonney 

Mr. Dawson. How long have vou been at Bonneville, m: w Task? 
wasn’t here: I am sorry. 

Mr. Pear... Two vears this coming January. 

Mr. Austin. Your picture of the danger of running out of poy 
now is interesting in the light of statement that you made in the | 
report of the U nited States Columbia River power system—this 
Bonneville Power Administration's report 

Mr. Pear. Yes. 

Mr. Ausrry. In here over your signature is that paragraph: 

There is every reason to believe the power requirements of the Pacific Nor 
vest can be met through the new generation contemplated under the partners 
program and construction of recommended Federal multipurpose projects s 
as Libby Dam. 

At that time you didn’t have any anticipation that you would be 1 
ning out to the point that vou would be putting limitation clauses 
Mr. Peart. No. I am still one of the optimists that believe 
with all of the interest in power development out there, that we w 
have power. In other words, there is at least 37 applications fi 
license, or permits, and any generation that comes in, of course, he 

the picture as a whole in the Northwest. 

Mr. Austi~. You mentioned Libl V Dam. What is the stat 
Libby Dam construction at the present time ? 

Mr. Peary. Well, it is pretty well tied up because of the inter 
tional problem. 

Mr. Avstrx. So Libby Dam doesn’t look nearly as rosy as w! 
vou saw it in 19547 





,CTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 162, 
Mr. Peart. It depends on how much progress they make with tl 
ternational Jomt Couneil meetings in settling the international 
esElOn. 

Mr. Austrx. Did vou yourself. as Administrator of Bonney 

( mmend anv other all-Federal project l ie | ) l 
Mir. Peart. Well, basically, vou see, the function of Bonneville 
» market power, and the power that we market is from Reclamatio 
ojects and Army engineers. Of course, we do wot th t 
eineers 1n the reclamation. 

Mr. Austin. Will vou answer my question’ Did you reco 


, 


f 

f 
~ 
. 


Mir. Pears. The answer to vour question is, [did not recomme 
se I am not a construction fa tv, | merely marketing 

yency. 

Mr. Austrx. But vour Administration is also charged with looking 
vard in the Pacitic Northwest and the planning for future needs; is 
not true ¢ 


Mr. Peart. We provide Reclamation and Army engineers 


ection—we do make a study of the market: it is an essent 
our job, because we ce ‘ ¢ 5 
where the loa Is ire \ - ) = 
et id centers are and t 
r planning. That : es 
i er; rT Tormat 
Mr. Dawson. May J c \ . 
on with the An eng : 
Mr. Peart. Arm Ie | 0 


| ‘re are manv who believe this - 
Reclamation Departme Ist = : 
n the Rec] ition Depart 7 
Mr. Peart. I don't 0 : 
i t place Tie Re j ¢ 
Mr. Dawson. T . og | 
write: Diss hee si 5 ( aie ae a a 


Reclamatic : g 
Mr. Dawson. Is the : 
Mr. Peart. We . g 
Mr. Dawson. I beg par sir! 
Mr. Px I v : 
Mr. Acstin. Ne Mr. P I Q 
I é o ; : : 
Did ersol Dr. P } ts 
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Mr. Austin. Now, reading the paragraph again that we read a fe M 
moments ago from this report: of a 
There is every reason to believe the power requirements of the Pacific North. Ube 
west can be met through new generation contemplated under the partnership M 
program and construction of recommended Federal multipurpose projects. \ 

Who was to recommend them? This was your report and you 1a 
signature. Who did you have in mind to make those recommenda M 
tions? 

Mr. Peart. The Army engineers and Reclamation, I would think. 
would be the ones that would recommend Federal projects. They are 
the construction group, they are the ones that determine feasibility \ 
they are the ones that make the study of the project before it is recon If 


mended to the C ongress, 0 
Mr. Austin. You are Administrator of Bonneville Power Adminis \S 


tration, you have a number of contracts, requirements contracts, that 

are still outstanding, in spite of all these that you have been able t tes 

eliminate the requirements from. ng 
Do you have a responsibility for making recommendations, at least \ 

to see to it that you do have power to fulfill the power requirement 

you have in that area? Wouldn't that require some recommendations -s 

to somebody that we are going to need some of these new dams o1 

the line one of these days, to give us power? y, 


Mr. Peart. Yes; but of course, that is an automatic function. W 
study load growth, and this information is available to the Army eng 
neers and to Reclamation. 

Mr. Fasceii. Might I just interject something here. ) 

Do you study capacity loss? ty 

Mr. Peart. What do you mean by capacity loss? “ 

Mr. Fascenn. What you can generate at a given point, because o! 
some extraneous condition, for example, such as silting. 

Mr. Peart. That is not our job. The dam is built, and it is ope 
ated, and it is maintained by either the Corps of Engineers or Rec! 
mation, and our function—— 

Mr. Fasceitx. I understand your position on that. But the questi: 

[ am asking you is, that if you are expecting 20,000 kilowatts fro 
that particular point, let’s say because of silting over a period of years 
vou could expect that that is going to be reduc ed to 10, don’t you think 
you ought to take that condition into consideration in your planning’ 

Mr. Peart. We are given the information that you are referri ( 
to by these people, as to how much power will be available, and whe 
it will be available, and that is the schedule that we work on in ou 
determination of how much we will have and how many customers 
we can serve. That information is given to us periodically by the 
Army engineers and Reclamation. They tell us when a new generato! 
is coming on, exactly when it is coming on. 

Now, if their operations indicated that a generator was going ol! 
the line for any reason whatsoever, we would be given that informa 
tion. And we would have to work accordingly. Now, that could 
mean that we would have to shut down power. And we have a large 
volume of what we call interruptible power by which that can be 
taken care of. 

Mr. Fasceiy. Is silting any problem in BPA at all? 
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fey Mr. Peart. No; in the dams in the Northwest—well, I don’t know 
of any engineer that feels that silting will become a problem. There 

orth. ire areas, of course, where that isa problem. 

ship Mr. Fascetn. Thank you. 

: Mr. Austin. In this letter and list you have indicated—and you 

our ave said in so many words—I will quote it to you in just a minute 

da Most of the customers urgently request such action, a new document covering 

whole contractual relationship, as it automatically gives them an extension 

ink he term of their contracts. 

are Phat is on the top of page 2, the last sentence in the first paragraph. 

ity, Mr. Peart. Yes; that is right. There is no question about that. 


n If their contract has ae in operation sgh 10 years, and they sign a 
ew contract, of course, it is automatically a 20-year contract starting 


IS is of that date. So it eal them an extension on their time. 
Nat Mr. Austin. You are undoubtedly aware of the fact that we had 
te testimony on the west coast that it wasn’t true that they were request 


those. You stated here: 


Most of our customers urgently request such action 


: ‘ the new contracts. 

a Of course, they were probably requesting the extension of time. But 
you are implying here that they request this whole new contract. 

Vi You are familiar with the fact that a number of witnesses on the west 


oast told us that they didn't request them, but they were forced to take 
them to get the new point of delivery which they badly needed. 
Could you furnish us with a list of just which ones of these—yor 
ve two pages of them here W ith the new contracts: fu nish a list QO] 
them that requested the new contracts. 
ne Peart. They request a new point of delivery, and the new cor 
ct is disc ussed with them, and if the Af don’t obj ect to it, and want the 
ew contract with the new date, vhy, L would say that the y are at 
least anxious and willing to have it maybe I should | leave out the 


word “anxious” and say they are willing to have a new contract. [am 


hot que ‘stion ing your state ment, there are 2 or 3 of them that do not 
vant to los se their orl inal contracts, because they feel t he Vy have l 


requirements contract, a they have SO stated, and they | have told me 

that they feel they have a requirements contract. Now, they have a 

right to think that. 

| Mr. Austin. I would like to come back to my first question now. 

: Can you furnish us a list of these groups that y' u have listed on the 

O pages, a list of those that reque sted it, and show us the manner 1 
ich the request was made, in corre sponde nce / 

Mr. Peart. No; I cannot do that. 

(Mr. Pearl later furnished the following:) 


BREAKDOWN OF WO-2 INDICATING WHICH OF THE CUSTOMERS ON THE ATTACI 
List REQUESTED NEW CONTRACTS 
It has always been the practice when a customer makes application f 
additional point of delivery, or any other item, a new contract was written 


it it is not a question of a customer asking for a new contract. This is and ha 
vays been a matter of policy. 
When it was decided to include the 10,000 limitation clause and the insuffi 

! 


ise, the customers were so notified. Questions naturally arose regal 
clauses, and it then became a question of customers objecting to the 


hal clauses, 
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The record indicates that to date 34 customers have made requests that neces 
sitated writing new contracts. All of these contracts carry the two new Clauses 
The remaining customers have had no occasion to make requests that necessitated 
writing new contracts. However, five of these customers have indicated they 
would not sign new contracts containing these two clauses. There are thre 
customers who were given hew points of delivery prior to the time that the ty 
clauses were being added to the contracts. These points of delivery had bey 
installed and no contract had been drawn. We have elected to allow these three 
customers to continue on and hold contracts since they were requested and i) 
stalled prior to the time such clauses were added. 

Mr. Austin. In how many cases in these did you resort to a hold 
order in order to get the new contracts / 

Mr. Pearn. None. 

Mr. Austin. None. The only one was the West Oregon contract ? 

Mr. Peart. That is the only one Lam familiar with. 

Mr. Austin. Are you familar with the fact that there are some of 
these preference customers that are even limping along with inade 
quate service, rather than let you reopen these contracts and put 
these clauses in / 

Mr. Pearn. I do not know that ts the fact. 

Mr. Austin. What is the situation as to the Cowlitz Publie Utility 
District ? 

Mr. Peart. The Cowlitz is an example of a customer that felt he 
had a requirements contract that he didn’t want to lose. 

Mr. Austin. And so they are getting along with inadequate service / 

Mr. Peart. No; 1 wouk in’ say they are getting along with j 
edequate service. The service is in, and they are leasing facilities. 

Mr. Avsrix. Isn't it normal, and hasn't it been the practice in years 
gone by that Bonneville simply put in an amendment to these cor 
tracts when a new point of delivery was established—and new points 
of delivery are common, as shown by this list that you have given 
here—hasn’t that been the practice until just recently, until you came 
into Bonneville, that just an amendment was put on the back of t 
contract listing a new point of service / 

Mr. Peart. It has been common practice at Bonneville to write a 
new contract. Now, I checked on that, for the simple reason that 
the statement was made that in the course of a period of 5 to 10 years 
the contracts all come in to be rewritten: and that was a statement 
that was made to me the day I arrived at Bonneville, and I imme 
dliately asked, “Well, why ?” 

“Well now, I don’t know as I can give you the answer why, but it 
has been common pract ice to rewrite the cont racts. : 

Mr. Austin. Are you saying—I will try and rephrase my original 
question. Hasn't it been common practice when a new point of 
delivery is requested to simply make a amendment rather than a 
renewal of the contract ? 

Mr. Peart. I don’t believe that is true. 

Mr. Austin. You would state that that isn’t the case / 

Mr. Pearn. I would state that that isn’t the case. 

Mr. Austin. Are you using just amendments to modify contracts 
with the private utilities at this time, or are you redoing their con 
tract when a new point of delivery is made ? 

Mr. Peart. We are; any contract that carries the two clauses cat 
be taken care of with an amendment. But if it doesn’t carry hone, 
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f the privé ite utility came in and the sy had one that didn’t have the 
vo clauses we would rewrite the contract. 

Mr. Austin. In ee words, then, vou can do this by amendment, 

it are you rewriting the contract in order to put the new point of 
lelivery in, or to give them the extra vears, vou are re writing the 

tracts upon this pretext in order to get these power limitations in 
ie old contracts: isn’t that what vou are saying / 

pe Peart. That is the policy, to put these in the contracts. Now, 

hether you put them in by amendment—it is a policy to put them in. 

Ir. Daw son. Who made the pohiey / 

Mr. Peart. The Department of the Interior. 

Mr. Austry. The private utilities contracts have withdrawal 

auses in them, so these new clauses don’t pertain to them: is that 
not right ? 

Mr. Peart. Yes. That is true. 

Mr. Austin. Is this not true—and this is from testimony given in 
San Francisco—that some industrial contracts were made by Bonne- 
ville Power Administration under vour direction in which there was 
4 withdrawal clause which was later withdrawn, that is, the with- 
drawal clause was then later withdrawn by you; is that correct? 

Mr. Peart. The industrial contracts that had a withdrawal clause 

ere made previous to the time that I joined Bonneville. 

Mr. Austix. Did you take the withdrawal clause out of some of 


4 


Se 

Min Pearu. I did. 

\Ir. AUSTIN. In other words, the w ithdrawal clause in those indus 
trial contracts had been taken out, and vet you are, in effect, putting 
those clauses in different words into the preference customers’ cor 
tracts at this time; is that right? 

Mr. Peart. A withdrawal clause and a limitation are entirely two 
different things. The withdrawal clause states that we can with- 
draw the power, but a limitation clause states, “We will vive you all 

e power that we have available.” The Bonneville Act gives us 
inthority to write a 2U-vear contract with the industry without a 
vithdrawal clause. 

Now, that has been checked before those withdrawal clauses were 

‘moved. That was checked with our legal counsel at Bonneville 

nd it was checked with the Solicitor’s office in the De partment. And 

ere IS no question in anvbody's mind diet whether it is legal to 
vrite a 20-year contract without a withdrawal clause. It is legal 
to do that, and it is within the Bonneville Act. 

Mr. Austix~. But those clauses that were in the industrial cor 
tracts that we are speaking of, when vou became Administrator you 
took the withdrawal clauses out ? 

Mr. Peart. Yes. There were 15 or 16 industrial contracts, all of 

hich did not have that, but there were, I believe, three, maybe more. 

least 1 aluminum, and I think 2 or 3 others, that had the with 
drawal clause. And legally the contract doesn’t need to have it, so 
| don’t know why you would sav to these people, “Vor don’t need : 
nd to this man, “Yes, we are going to put it im vours’: thev all 
ome in the same category. 

Now, that is just a matter of treating people, competitors—TI ar 


Iking about the aluminum companies—two aluminum companies 
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have it, and one doesn’t have it—now, you certainly can’t operat: 
that way. 

Mr. Austin. Was it your decision to take the withdrawal clauses 
out of the industrial contracts ? 

Mr. Peart. Yes, but I of course obtain information from the Secre- 
tary to do that. 

Mr. Austin. The decision originated in your own office, though, 
did it not, and then was checked? 

Mr. Pear. It originated by this route. When the contracts were 
written, the Kaiser people objected to having it put in their contract 
when it was not in the others. So they signed the contract with 
protest. And of course that kept it an open question until such tins 
as the legality of it could be studied. When the legality was dete: 
mined, that the Bonneville Act stipulates that you can have a con- 
tract without a withdrawal for these industries, then there was 1 
reason why they shouldn't remove it. 

Mr. Austin. Then there have been two policy changes in this ge: 
eral matter that have been made by you and your superiors in thi 
Department of Interior. One policy change is that even in the con- 
tracts with industries that had the withdrawal clause, the power lim 
tation clause upon them, you took that out, making yourself co 
pletely bound to furnish them, no matter what; isn’t that right? 

Mr. Praru. It was taken out on the basis of treating competitor: 
fair. 

Mr. Austin. Just answer the question. Isn’t my interpretatio: 
correct ¢ 

Mr. Peary. The withdrawal clause, I was told, was put in there o1 
a temporary basis. 

Mr. Austin. I am just asking you, didn’t you take it out, and isn’t 
that the effect of it, the effect of that withdrawal clause in the industr J 
contracts was to make Bonneville Power Administration liable t 
furnish them that power regardless; isn’t that right ? 

Mr. Praru. A stipulated amount for a stipulated time, yes. 

Mr. Austin. And so when you took out the withdrawal clause you 
then became responsible to furnish them the amount of the contract 
Now then, at the same time you were doing that, you were making 
yourself absolutely responsible, accepting a complete utility respon 
sibility under those contracts, you were saying to the preference cus 
tomers, “We are going to limit ourselves to you, and we are going to 
put power limitation clauses in your contracts; you didn’t have them 
before, but we are going to put a limitation on it now”? 

Just answer that question. That is the only change that was made ‘ 

Mr. Peart. Well, when you say we are going to limit it, of course. 
we just settled that, that was put in before my time at Bonneville. 
But we are putting those clauses in. 

Mr. Austin. And those two changes were made ? 

Mr. Pearu. Those two changes are being made, or have been. 

Mr. Austrx. Now, was the decision to put these power limitation 
clauses in the preference customers’ contracts ever checked with the 
General Counsel for Bonneville Power Administration ? 

Mr. Peart. Well, that could be a little hard to answer, because it 
was in there at their end—that decision was made before I came to 
Bonneville, I assume it was done; that would be my assumption. 
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Mr. Austin. You don’t know about that? 

Mr. Pear. I don’t know. 

Mr. Austin. But you do know the decision to open up these con- 
racts every time anybody wanted a new point of delivery, that deci- 
-ion was made in Interior and handed to you? 

Mr. Pear. Yes. 

Mr. Dawson. Are all preference customers treated alike? Do some 
ave limitations, or not? 

Mr. Pearu. All preference customers are treated alike. We have 

reference customers that have not come in for additional points 
if delivery, there has been no question raised—you hooked two sen- 

ences together there; if you had made two different questions, it 
vould have been a little easier to answer. 

Mr. Dawson. Are all preference customers treated alike? 

Mr. Praru. Yes, sir; as far as I know, they are treated alike. 

Mr. Dawson. And if they come in for a new point of delivery they 
ave to have a withdrawal clause ? 

Mr. Peart. That is the policy at present, if and when they come 

we put in the clause. 

Mr. Dawson. You take the withdrawal clause out in the case of 

e power companies and treat them alike, so that they will all be 

thout withdrawal clauses. Do you treat all industries alike by 
‘king out the clause? 

Mr. Peart. All the power companies out there have a withdrawal 
iause. 

Mr. Dawson. I don’t mean the power companies; I mean the 

dustries, 

Mr. Peary. The industries. 

Mr. Dawson. You bind yourself to the industries, the great alu- 

num companies, but you are not willing to bind yourself to the 

‘ference customers. And where you are bound, the very first time 
y come to you for any benefit, then you compel them, in order to 
the benefit, to sign a contract with that withdrawal clause; is 
it right ? 

Mr. Peart. Now, you see, you talk about a withdrawal clause and 

preference-customer contract, and they are not in there. There is 

withdrawal clause in a preference-customer’s contract. Is that 
that there is no withdrawal clause in any preference-customer’s 
ntract ¢ 

Mr. Dawson. I asked you the question, were preference customers 

treated alike? 

Mr. Pear. Yes, sir. 

Mr. Dawson. You say, “Yes, sir”; if they come in for a new point 

delivery you will then write that withdrawal clause in the new 

tract ¢ 

Mr. Peary. No, sir; we won't write a withdrawal clause in any 

eference-customer’s contract. 

Mr. Dawson. Well, I confess I had the wrong impression. 

Mr. Jonas. Would you yield, Mr. Dawson? 

Mr. Dawson. Certainly I will always yield for my distinguished 

iend. 

Mr. Jonas. I don’t blame you for having the wrong impression, 

‘ause it hasn’t been made clear here this morning. Now, these 
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clauses, these limitation clauses that have been referred to do not 
withdraw any power from the preference customers at all, they mere], 
close an open-end contract; isn’t that true? | 

Mr. Pearu. Yes, sir; that is true. I think maybe we should expla 
what we mean by a limitation and an insufficiency clause, they are 
two things that maybe are not understood. 

Mr. Jonas. I think there is a lot of confusion about it. 

Mr. Dawson. I confess I was confusing a withdrawal clause wit 

limitation clause. 

Mr. Pearu. Yes; I can see you were using the wrong term. 

Mr. Dawson. That is right, but I had the right idea. 

Mr. Peart. It didn’t sound right to me. The 10,000 limitatio 
clause says that 1 of our customers cannot enter into a contract with 
any company to furnish more than 10,000 kilowatts in any 1 yea) 
Now, that is a pretty liberal—if you figure out how much money that 
would bring him in, you will figure that is pretty liberal . Now, that is 
done for a protection of the preference customer. And I should say 
it is a protection of one customer against the other. You know, we 
have aluminum companies out there that are using a given amount 
of firm power, and they are using a lot of interruptible power, and 
they are in there daily begging for more power, and they want firm 
power, and we can’t give it ‘to them. 

Now, if it wasn’t for that limitation clause, one of our preference 
customers could go to an aluminum company and say, “We can give 
vou all the power you want,” they could put us in a shortage condition 
overnight. 

Mr. Dawson. Did you take the limitation clause out of the alu 
minum companies’ contract ? 

Mr. Peart. There is no limitation clause, they have a stipulated 
amount that is fixed in the contract for firm power, and everything 
about that they have to take as interruptible. 

Mr. Dawson. What was the restriction that vou took out ? 

Mr. Pearw. In the Kaiser contract that was a pullback that we took 
out of the contract, because it had not been—well, it was determined 
that it was legal, is one stipulation, and the other is, because one mai 
happened to come in today, and he didn’t put it in, and tomorrow 
they put it in, it was put in as a temporary expedient until the legality 
of it, in the light of the Bonneville Act, could be studied. 

Mr. Jonas. Would you yield right there so T can ask him a questio 
on that very point ? 

Mr. Dawson. Sure. 

Mr. Jonas. That pullback clause that was eliminated, or those 
clauses, never were in the original contract when they were executed 
with the aluminum companies, were they ? 

Mr. Prarw. No, sir. 

Mr. Jonas. And they were later, in 1953, put in seven of the cot 
tracts ¢ 

Mr. Peart. They were never in the original contracts with 
industry. 

Mr. Jonas. So. when the former Administration negotiated thes: 
contracts with the aluminum companies and the other industrial co! 
cerns, they did not put a withdrawal clause in any of those contracts, 
and they ran from 20 to 30 years, didn’t they ¢ 
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are, in effect—and these are almost your words, I believe—making the 
preference customer share whatever shortage there might be in the 
future ¢ 

In other words the contracts as they were previous to the changes 
you have made here by and large were that the preference customers 
were entitled to preference under their contracts, they were require 
ments contracts. 

Now, you talked about some cooperative furnishing an aluminum 
plant. Actually there wasn’t anything like that in ‘the offing, was 
there? 

Mr. Praru. Yes, sir. 

Mr. Austin. There was a cooperative that was planning on- 

Mr. Praru. Yes, sir. 

Mr. Austin. What was that ? 

Mr. Praru. There were two of them. 

Mr. Austin. What were they ¢ 

Mr. Peart. The one that is located at Pasco, Wash., and the othe: 
is located at Wenatchee. And they came in and asked for a blo 
of power to serve a new aluminum company in each case. 

Mr. Austin. And so you are saying that you actually were stopping 
a door, closing a door here that was seriously being threatened. 

Mr. Praru. I think that is sufficient evidence. 

Mr. Fascauu. I would like to inquire right on that point, if I may 
you say they were negotiating to serve this aluminum company ‘ 

Mr. Pear. Yes. 

Mr. Fascety. Is that bad, per se? 

Mr. Peart. In the present status of power we are saying to thie 
other aluminum companies, “We can’t give you the power,” we ar 
saying to them, “You can only have this much power, and all the rest 
must be interruptible.” 

Mr. Fasceti. You have got the power now, haven’t you? 

Mr. Pear... To supply the aluminum requirements? No, we do 
not have sufficient power now to take care of the aluminum compani 
that are there. 

Mr. Fasceiy. I am not talking about the aluminum companies that 
are there. 

Mr. Pearn. They are there, they are operated on firm power and 
interruptible, and in a median year we cannot supply them all th: 
interruptible on every day, we shut them off this last spring abo 
the middle of March, they shut part of their plant off. 

Mr. Fascetn. These two aluminum companies are brand new? 

Mr. Peary. Yes. 

Mr. Fascetit. Whose customers did they wind up being? 

Mr. Peart. They are not in the area. 

Mr. Fascern. Well, what does that mean ? 

Mr. Peart. It means that they could not get power. 

Mr. Fascety. In other words, the industry did not locate there be 
cause they could not get the power? 

Mr. Praru. They are not located there, and I will say that perhaps 
you are right, because they could not get the power. I do not kno. 
where they would get it. 

Mr. Fasceti. How could they have been potential customers if the; 
did not get far enough to have any site? 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1637 


Mr. Pearz. Oh, I think they got far enough. One company was 
organized up in Wenatchee, and “they ‘alled it the Wenatchee Light 
Metal Corp. 

Mr. Fascetn. You mean, these were paper companies? They had 
no assets ? 

Mr. Peart. Oh, no. The company back of that is Harvey; the other 
one is Revere Brass, and Revere Brass, as indicated—you have prob- 
ably seen it in the newspaper—they would like to put a reduction 
plant in the Northwest, and apparently they have gone as far as to 
look for a site. And the Pasco group, being thrifty and interested 
in having an industry, contacted them regarding locating in that 
area 

Mr. Fascetu. Mr. Pearl, do you think if there is a municipal co- 
operative or some other cooperative has the site and the industry 
wants to locate in that, and it could become in the normal course 
»f process a customer of that organization, you ought to take some 
action which makes it impossible for that industry to locate as a 
customer ? 

Mr. Peart. We haven’t the power. As I said, we cannot even take 
care of our own present aluminum customers with firm power. They 

are operating on as high as 40 percent interruptible. Now, on that 
basis, would you bring in another company and give them firm power 4 
I mean, ac ompetitor ! ¢ 

Mr. Dawson. Competitor to whom ? 

Mr. Peart. Aluminum competing with aluminum. 

Mr. Dawson. Are you taking the part of certain competitors as 
against other competitors ? 

Mr. Praru. No, no. W e are just saying that we haven’t got the 
power, and that is all. It is not a matter of taking parts. 

Mr. Dawson. You know that they just gave an O. K. to the Har- 
vey Co. ? 

Mr. Peart. Yes. That contract, as you know, of course, had been 
written some time ago. We have a contract with Harvey. 

Mr. Dawson. You just named Harvey as one of those that wanted 
to get in and you were afraid they were to get it through a co-op? 

Mr. Peart. Harvey has a contract with Bonneville to supply them 
10,000 kilowatts of firm power at The Dalles, Oreg. 

Mr. Dawson. Have you been supplying them ? 

Mr. Peary. The plant has not been built. It is a contract. It is 
a legal contract. We recognize it as a legal contract. 

Mr. Dawson. Did their failure to build that plant come because of 
your refusal to do business with them ? 

Mr. Peart. Harvey ? 

Mr. Dawson. Yes. 

Mr. Peart. We never refused to do business with Harvey. 

Mr. Dawson. You just said that they wanted to get their public 
power first 

Mr. Peart. No. This is the Wenatchee Aluminum Co. that I was 
referring to, which is probably a — ary of Harvey. Now, I can- 
not prove that statement. They gave it another name. But we do 
have a contract with Harvey to acpieiy them power at The Dalles. 

Mr. Dawson. How long has that contract been in existence ? 

Mr. Peart. I think—well, I am sure it is roughly 3 years. 
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Mr. Dawson. I think a few days ago I read somewhere where they 
have been given the go-ahead sign ‘to build out there. 

Mr. Peart. They were here in Washington 

Mr. Dawson. W as it because they could not get power heretofore / / 

Mr. Pear.. No, it was not because they could not get power. There 
were a number of factors. There was a contract, of course, with the 
GSA to take the aluminum for stockpiling. There was a number of 
factors in it, one of which was the matter of the transmission line fron 
Bonneville to their new site. 

Mr. Dawson. There was the statement in the paper at one time th 
they had offered to build that themselves. 

Mr. Peart. They have. 

Mr. Dawson. So now are you going to build it? 

Mr. Pear. No, they are going to build it. They are at site. They 
are within 15 miles—they are going to finance the building of it, I 
should say. 

Mr. Cuuporr. [ thought [ read somewhere that they got the go- 
ahead signal after thev hired former Governor Dewey's New York 
law firm to represent them. 

Mr. Pear. Yes. 

Mr. Cuuporr. [| wonder if that had anything to do with it. 

Mr. Praru. I don’t know. Thev were planning on either buyin 
the material and supplying money for us to build a line, one or 
both 

Mr. Dawson. If you want something, vou will hire anybody wl 

an get it for you, if you are denied it. 


Mr. Cuuporr. I guess you are right. 
Mr. Saeene If you are entitled to it, then you will hire anybody 
to get it. The best evidence in the world that the vy have been entitled 


to it is that they have been held up on it and now they have got it 

Mr. Cuvuporr. I wonder if their lawyers hi: ive anything to do with it, 
or who is representing them. L guess nobody can answer that ques 
tion. IT mean, why did they all of a sudden get a go-ahead signal 
after they had been held lip for 3 ve ‘u's ¢ Did counsel convince tlhe 
Bonneville Power Administration or the Secretary of the Interior that 
they had a just and good cause and that they should not be held up 
anv longer / 

Mr. Peart. Tam willing to accept your statement. That is a ques- 
tion nobody can answer. 

Mr. Dawson. In other words, when in doubt, get a good lawyer. 

Mr. Jonas. IL would like to observe that there are 2 lot of lawye rs 
in Washington that seem to be getting along all right. They have 
been here a long time, and we will probably continue to have them. 

Mr. Av STIN. You responded toa question of Mr. Dawson a while 
ago by saving that you were treating all preference customers alike. 
[ am sure that you meant that, but I am sure you would accept thi 
qualification, would you not, that the preferenc e customers that “set 
not yet come in for anything that has given you the opportunity to 


put this new contract into effect for them to take away their power 


under private clauses, do have a different contract than those that 
have already been in; do they not ? 

In other words. vou have two classes: one where you have a con- 
tract and one where they have their own contract / 
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v Mr. Peart. What you are saying is, 1 has been in and 1 has not? 
Mr. Austin. That is right. 
Mr. Peart. That is right. 


) Mr. Dawson. And when they come in, you are going to put the 
e clauses In the contract ¢ 

0 Mr. Peart. When they come in, we are going to put the clauses in. 
f ‘That is the policy. 

P Mr. Dawson. That is the policy. 


Mr. Cuvporr. Are there any further questions? 

Mr. Dawson. No. 

lie did not mi ake the policy ; so We cahnot hold him responsible for 
carrying out the policy. 

Mr. Peart. Now, | have talked to many of them. I do not think 
many of them question these two clauses. These two clauses are really 

: to their benefit. 

Mr. Dawson. They do not want it, but you force them to take it. 

Mr. Pear. There m: iv be a few. You are right on that. 

Mr. Dawson. And you force them to cancel a good contract that 
they have got, that they want to keep with you. 

Mr. Pearu. [ say, you know, you can’t please everybody. 

Mr. Dawson. L know. But you do not use a blac kjack on some ‘body 
to make them take something the ‘vy do not want, if you are authorized 
to give it tothem. And the very fact that they will do it if you give 
t to them shows that they are e ntitled to it. 

Mr. Austin. Let us go over to the subject of the Baker-La Grande 
tie line, Dr. Pearl. 

Mr. Jonas. Are you leaving this point? 

Mr. Austin. We have, maybe, a draft of a letter. 

Mr. Jonas. Are you leaving this point ? 

Mr. Cuuporr. Yes: do vou have any further questions? 

Mr. Jonas. Yes: Ido. 

Mr. Cuuporr. Surely. Go ahead. 

Mr. Jonas. I think I understand it, but if I do not, will you please 
correct me, and if 1 do understand it correctly, I do not believe the 
record is entirely clear. 

Now, these clauses that vou have been insisting should go into the 
preference customer contracts, do thev de ny Oo! do the »V five you the 
opportunity to deny any preference customer the amount of power 
the customer has been entitled to receive under his old contract ? 

Mr. Peart. Not that [ know of. 

Mr. Jonas. It should be clearly understood that you are not per- 
mitted to withdraw an Vv power th: at thev are entitled to receive, but 
ithe clause simply restricts the increas sed power that they might de- 

and: is that not true? 

Mr. Pearn. That is correct. 

Mr. Dawson. And thereby you can limit their growth. I said, 

lereby vou can limit their crowth. That is all you do to them. 

Mr. Jon. AS, W his nat you do} 1S try to divi idle up the _—- r vou S ay the re 
would be available in a fair and equitable manner ‘ 

Mr. Pearn. That is all we are trying to do. And when you say 
‘limit their growth.” remember, that says 10,000 kilowatts to any 1 

ustomer in 1 year. 
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Mr. Fascetu. Will the gentleman yield at that point? 

Mr. Jonas. Yes. 

Mr. Fascexu. I have been listening to that, Mr. Pearl. But wher, 
is this power that you haven’t got that you are going to limit? 

Mr. Peart. Where is the power ? 


Mr. Fascety. Yes; you have been telling me that there is no power 


available now. 

Mr. Peart. There is as of today approximately one 

Mr. FascetL. Excuse me. Let me finish my question. You ca: 
go ahead and answer it. 

Mr. Pearv. Yes. 

Mr. Fascett. You stated that there is no power today and then you 
turned around and said that this limitation clause makes it equitably 
possible to distribute equitably whatever power is necessary over and 





above the present demands. Now, how do you reconcile those two 


statements ¢ 

Mr. Pear. Now, does that complete your question ? 

Mr. Fascein. Yes. 

Mr. Pear. There is as of today under construction approximate; 
one-half million kilowatts of power coming on to the Bonneville Sys 
tem each year for the next 5 years, and that is the power that we hay 

-available to take care of the growth of our preference customers, an 
they get the first option on it. That is about a half-million a year. 

Mr. Fascreti. What made it impossible under the old contracts fo: 
you to distribute the power any way you wanted to? 

Mr. Peart. Under the old contracts, there was a sentence, of course, 
that gave Bonneville the right to question when one of the grou 

came in and asked for a large block of power. They had the right 
under the old contract, to question that and to approve it. 

Now, this 10,000 limitation is just, in my thinking, a rewording 0! 
something that was in there, stipulating exactly why it is in there. 

Mr. Fasceixi. Didn't all preference customers under the so-called 
open-end contracts have to share in all the power that was there? 

Mr. Pear. Not necessarily. 

Mr. Fascery. As a matter of administrative policy, you could not 
allocate all of the power to one of those customers ? 

Mr. Peart. I think that that statement is true. At least, you would 
not allocate it all to one. 

Mr. Fascexy. Is it not further true that under the contracts thes 
could not have required you or forced you to allocate all the powe! 
to any one customer ¢ 

Mr. Peart. I will have to think about that one a minute. 

Mr. Austrx. May I remind you of the antimonopoly clause in 
You have a clause that says definitely that you shall—— 

Mr. Peart. Yes, there is an antimonopoly clause in it. 

Mr. Jonas. Of course, it is obvious if one co-op would come in 2 
undertake to buy all of the excess power, you would not sell it to the: 

Mr. Peart. No; that is right. 

Mr. Jonas. But there is nothing to prevent one or more of the « 
operatives coming in and making demands for large blocks of pow: 
which would, if you had made those contracts, have prevented you 
taking care of normal load growth of the remaining co-ops that ha 
not done that; is that not true? 

Mr. Pear... That is right. 
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I think the clauses will take care of the normal load growth of the 
preference customers, and that is the reason that I was stressing the 
10,000 kilowatts. That is not a small quantity of power. 

Mr. Fascetu. Mr. Pearl, as a matter of fact, is it not true that the 

nly thing that is accomplished by this procedure i is to make positive 

‘at there shall be no future generation ¢ 

“Mr. Peart. Oh, I cannot see how you can possibly get that interpre- 
tation out of it. Now, I am perfectly honest, and I am saying I can- 
not see how you could. 

Mr. Jonas. Well, Dr. Pearl, you cannot control Congress. Con- 
gress is the 

Mr. Peart. No, sir. 

Mr. Jonas (continuing). Congress is the branch of the Government 
that decides whether there will be more generation. 

Mr. Peart. I certainly cannot control Congress, and I am going to 
ict in accordance with their wishes. 

Mr. Dawson. We appropriate it when you ask for it. 

Mr. Jonas. No. We appropriated over $1 billion in an atsres- 
tions bill last spring and that was neither approved by the Budget 
Bureau nor cleared by the Appropriations Committee. We did it on 
the floor of Congress. 

Mr. Dawson. Certainly we did it on the floor of Congress, because 
Congress has appreciated what is being done. 

Mr. Jonas. That is all right. If we can do it in a public works bill, 
we can do it in a Department of the Interior bill. Just offer an 
:mendment on the floor if you want to build a dam. 

Mr. Dawson. That is the way we are going to have to do it, because 

inder the new policy, there is no effort to open up new areas and give 
service to the people. I think the power policy of the Congress to 
open up new areas, to help the farmers, and so forth, and use the 
natural resources for that purpose has been one of the greatest goods 
that has come to this Nation. 

It has opened up new areas. It has opened up new industries. It 
lias brought industries to the Northwest. That is why the North- 
west and the Tennessee Valley Authority areas have been the fastest 
vrowing sections of this country for quite a few years now, because of 
the availability of the power furnished under this program. 

Mr. Jonas. Well, Mr. Dawson 

Mr. Dawson. But we hear arguments to have us take the Federal 
(rovernment out of furnishing benefits to the people of the country on 
the theory that the Government is in business. All they are doing 
is using the people’s money and the people’s resources to bring to the 
people the benefits that are supported by this great one of ours. 

Mr. Jonas. I have a section down at Piedmont, N. C., that I will 
put up against them, and we do not have any Gover saan pow er. We 

ave had our development through 

Mr. Dawson. You get TVA power. 

Mr. Jonas. No; just an insignificant amount. I am talking about 
Piedmont, N. C. 

Mr. Dawson. Well, you ought to have some down there, then. You 
will grow faster. 

Mr. Jonas. We never have had a power shortage yet, and we have 
fair rates, too. 
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Mr. Dawson. Your experienc e has not been that of nine-tenths of 
the people in the United States of America. 

Mr. Jonas. Well, I don’t know about that. 

Mr. Austix. Dr. Pear] 

Mr. Cuuporr. Are there any further questions before we leave this 
subject, because counsel is going to take a new subject ? 

Mr. Austin. I have just one more question. 

Mr. Cuuporr. Ask the question, then. 

Mr. Avusrin. Just to clarify this, we keep working it around to 
where you speak of treating everyone alike. Now, ‘that policy of 
treating everyone alike is, of course, the policy that we all wish to 
follow. But the Bonneville Act and the Flood Control Act of 1944 
and all the power acts, practically, so far as T know, all of them i) 
the country—I am not making a categorical statement—-but basically, 
all the power acts of the country have what is called the preference 
clause, and the preference clause, way back into the history of it, and 
even repeated many times in recent acts, says that the preference 
clause is not to give preference, but it is actually to see to it that the 
power is available to the most people at the lowest rate. 

Now, the preference clauses of the Bonneville Act said that the 
first call for power should be on the part of the municipalities and 
the public utility districts and the cooperatives. ‘That is not exact], 
the wording, but that is the full meaning of it. 

Now, in effect, their requirements contracts were drawn on the 
hasis that as long as there was power available, they should _ 
the first call on it. They did not get any preferential rate of : 
kind, did they’ They did not get a preference rate / 

Mr. Prarn. No. 

Mr. Austin. So that the preference clause merely said that the) 
should have the first call on it. And those contracts were designed, 
then, the original contracts, that the cooperatives and the public 
utility district and the municipals have their first call. That is the 
reason their contracts were drawn that way. 

And the industrial contracts were drawn with limitation clauses 
of some kind in them which said— 





If we run short of power, we may have to take it away from you to give 
the preference customers. 

Now, these two changes that you say you have made, the one o! 
preference contracts that you are making as they come in for an) 
new point of delivery, and the taking out of the pullback clauses 
withdrawal clauses, in industrial contracts, have the effect, as you 
stated, do they not, of simply putting everyone pretty much on a 
equal basis? But isn’t that just what the law was designed not to do’ 
The preference law was designed to see to it that the preference cus- 


tomers, in order to have the most people with the most low-cost power, 


should have the first right on call of power? 

Mr. Peart. I would say that your statement is entirely canes 
for the simple reason th: it the industries you are talking about « 
get this much power today and tomorrow, and so on. for the etiod 


of their contract, and the preference customer comes in each year 


and tells us how much he wants the next year, and he gets it. 
Now, certainly that is giving preference to the preference e customer 
Each year we ask our preference e customers what they think they wi il 
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ft unit the next vear and the next vear, and we have yet to tell them 
they could not have it. 
Mr. F ASCELL, Until all of your power has been marketed / 
\ir. Peart. Yes. 


As long as we have power, they get it. But oul 1 dust ies do } of. 


So your statement is entirely incorrect. I mean, one is a fixed amount 
of power, and I mean it is the same today as it will be 10 years from 
ow, unless somebody changes it. But the other customers can come 
O n and get more next year and more next year. The preference group 


{ are getting the preference. 

Mr. Austin. I think the record stands complete as it is. 

I would like to ask that this WO-2 letter from Dr. Pear] to the 
) committee be included. 

Mr. Cueporr. Without objection, that will be so admitted. 

(The letter referred to is as follows:) 


WO-2 


UNITED STATES 
DEPARTMENT OF THE INTERIOR, 
30N NEVILLE POWER ADMINISTRATION, 
p Portland 8, Orey., October 5, 1955 
| Hon. Eart Cuuporr, Chairman, 
Public Works and Resources Subcommittee, 
House of Represenatives, Washington, D.C. 

My Dear Mr. Cutuporr: Your letter of September 27 requested informatio 
concerning the Bonneville Power Administrations’ new points of delivery t 
contracts with preference customers. 

Specifically, you asked for the following information for the period 1952 to the 
present: 

“All instances in which addition of new points of electric service to public 
utility districts, REA financed cooperatives, municipalities, or other preference 
customers were covered by— 

“(1) Simple amendment on the new point of service, to existing contracts, 
keeping the original date on the contract of 1952 or earlier; and 

“(2) A newly dated contract, supplanting the old; and 

(3) No new contract nor amendment, simply adding the new point of service 

and energizing it and billing it without formalized contract.” 
; Attached is a tabulation showing status of contracts for customers adding 
new points of delivery. It will be noted in the footnotes, in answer to your 
question No. 1, that no contracts have been amended during the period January 
1952 through September 1955 to add a new point of delivery while keeping 
the original date of 1952 or earlier on the contract. 

In the tabular material new contracts are shown in the center column, indicat 
ing the reason for the change. In the right column are shown new contracts 
in the process of execution, indicating the reason. This tabulation, I believe, 
auswers your question No. 2. 

Your question No. 3 is partially answered by the column showing new contracts 
in process. New contracts have been, or are being prepared, in all cases indi 
cated but some have not yet been signed by our customers and a continuing 
effort is being made by our area offices to complete them. In cases where 
the contracts have not been executed but the new facilities are energized, 
service is being rendered and billings are being made. 

Contractual procedure with BPA’s public agency customers encompasses sevy- 
eral details that permit orderly functioning within complex power relationships 
Included are— 

(a) A firm 20-year requirements contract. 
(b) Establishment of points of delivery. 

(c) Coverage for voltage and metering details. 
(d) Detail of rates to be paid. 

When new points of delivery are requested they can be provided under a 
simple amendment to the existing contract. As a rule, however, other changes 
In service to a customer have occurred or are expected to occur, and it is 
Simpler to draft a new document covering the whole contractual relationship. 


and 
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Most of our customers urgently request such action as it automatically gives 








them an extension to the term of their contracts. J 
Simple amendment to an existing contract is not possible at the present I 
time, however, because of two limitation clauses in power supply. One is the let 
requirements limitation by which customers must obtain approval of BPA before ' 
undertaking to serve a new industrial load which will require more than 10,000 ; 
kilowatts in any 1 year. The second is the clause to protect the Government ho 
against overcommitment in the event of a power shortage and providing that 
the customer will receive 5 years advance notice of our ability to meet his ) 
requirements. ' 
The result is that when changes must be made to provide new points of : 
service, changes in rates, ete., a new contract must be prepared containing 
these clauses in order that all BPA contracts eventually will contain th: col 
same general limitations. This is only fair to the large number of customers Wn 
who have signed contracts with these limitations. al 
It should be noted that the limitations pertain to all customers, public or * 
private, so far as power purchases from Bonneville are concerned. mil 
I believe this fully answers your three questions. If we can be of further str 
service, please advise me. 
Sincerely yours, 
Ww. A. PEARL, 
Administrator. 
Status of contracts for customers adding new points of delivery, period January 
1952 through September 1955 
a - — — - — —_—_—__—. —— en — ETE 1Q) 
Costner New contract suppl intsold—| New contract in process 
Reason Reason 
COOPERATIVES AND REA’S 
Benton REA New point of delivery New point of delivery b: D4 
added, he 
Benton-Lincoln Electric Cooperative do Do. 
Blachly-Lane County Cooperative Do. 
Big Bend Electric Cooperative. New point of delivery 
Central Electric Cooperative. do 
Clearwater Valley Power Co_--. — ee Do. 
Columbia Basin Electric Cooperative... -.- New point of delivery_-_---- ti 
Columbia County REA eats do yes : 
Columbia Power Cooperative. --.-.--- do el ia a t 
Coo-Curry Electric Cooperative. . do i decaiicaiacresd ne aeednt Do. 
Douglas Electric Cooper ative do i Rca ale 
Eastern Oregon Electric Cooperative. Wesel Speake are 
Flathead Electric Cooperative ‘ do sie tliat oe 
Inland Power & Light Co Change in point of delivery I 
Lane County Electric Cooperative do 
Lincoln Electric Cooperative (Washington)_| New point of delivery we 
Missoula Electric Cooperative ‘ Change in point of delivery 
Northern Lights, Inc ..| New point of delivery R 
Ravalli County Electric Cooperative Change in point of delivery ln 
Umatilla Electric Cooperative Association...| New point of delivery. | 
Waseo Electric Cooperative ‘ do. “a I | 
West Oregon Electric Cooperative Do. 
MUNICIPALITIES tl} 
Cheney, Wash New point of delivery_...---| 0} 
Seattle, Wash.? Wanted new contract 
Tacoma, Wash.? Change in point of delivery_| 
PEOPLES’ AND PUBLIC UTILITY DISTRICTS 
Benton County Ms dl teiia chhin’ eo 
Central-Lincoln.- -. do 7 
Clark County do. 
Douglas County ; Do. 1 
Franklin County-. New point of delivery__-- Do. Ul 


EEE ESAS 


Kittitas County 


Klickitat County pill icastie sckentnie ites a 
Lewis County INE date tap eietalanthiatns 
Okanogan County (Tonasket)..............-/....- es ia ee . 
Okanogan County (Brewster) - ae : _ 
PN NE io niciiicmiiegdncemigeksiimsdieythdamedl ES ER 

1 NOTE. 


Changes in service (> 
of delivery). 


New point of delivery be 
added, 


(1) No contract has been amended during the period to add a new point of delivery and 


the original date of 1952, or earlier, on the contract. (2) This list includes only executed or proposed contra 
made necessary by the addition of new delivery points, as specified by Mr. Chudoff. 


2 The cities 


coin 


identally. 


of Seattle and Tacoma operate 


as joint systems and contract matters are hand! 
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Mr. Fascett. Mr. Chairman, I would like to clear up one thing 
ent Mr. Cuuporr. All right. I wanted to take a 5-minute recess, but 


the let us get through with this subject. 

se Mr. Fascexu. I first understood you to say, Dr. Pearl, that there was 
ont | no more power available. 

lat Mr. Peary. I never made a statement that there was no more power. 
his Mr. Fascetu. I say, 1 understood you to say that. 


Mr. Pearu. All right, then. You misunderstood me. 


ie Mr. Fascerz. All of the present available power is used up, sold, 
he contracted for. That is what I understood you to testify to. Then I 
- understood you to testify that that was not the case, that you were 
om fF getting so many kilowatts—I don’t remember the exact figure—so 
. much a year for ‘the next 5 years. Is that a project actually under con 
ler struction 4 


Mr. Peart. Yes, sir, that is actually under construction. 

Mr. Fasceti. Which one is that ¢ 

Mr. Peart. Chief — and The Dalles. 

Mr. Fascett. How much a you say it was going to produce 
a Mr. Peart. Approximately a half-million kilowatts each year add 

nal power will come out of the lines under the present sé hedule 
-“ Fascett. Each year? 
Mr. Pearu. Yes. 


Mr. Fasceri. Does that mean that you m ilt pli that Dv of 


Mr. Pearn. Yes, sir. That is what it means. It comes out to 
» 400,000 instead of 2.500.000. But I mean approximately. I said 

Mr. Fascern. Under present contracts. hi ong W that power 

sf —— it is all contracted for? 

. PEARL. — this period is « f e Was } ore ge 

tion com! ng on tl] > line. we would then start to } ill back power fr 
the private utilities until that was complete y exhausted. 7 

‘ording to their contracts 

Mr. Fasceixi. I understand what your action might be. B 


I mean is, what is the period of time that this additional power 1s 
coing to last 7 


Mr. Pear.. Well, it would depend, you see . O 


load growth. I will just say 1961 will probably be the time \ 
[ might be off a vear. 
Mr. Dawson. Are any provisions being made to augment it at that 


time? This new power coming in, the preparation for it has been going 
oh ror some time: has 1t not ¢ 
Mr. Peary. That is right. 
Mr. Dawson. How many years, approximately 
Mr. Peart. Well, normally it takes f: 5 to 7 vears 
electric projects and 2 to 3 vears for steam 
Mr. Dawson. Are any projects authorized to pick up f1 
that are now in the process of complet . 
Mr. Peart. No, I don't 
Mr. Dawson. Have ve ire Hihie t steps 1 
Id be needed beyond 1961 ? 


Mr. Pearn. Well. I thought we had ds ed that st 





vo. I said to vou. we work on power needs of the area. This 
terial is furnished to the Army engineers. i to Reclar 
Mr. Dawson. Yes. But I am merely asking the st on 
7159T—56 105 
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Mr. Peart. And to the Department, and everybody else involved. 

Mr. Dawson. I am asking the question, have you recommended—— 

Mr. Peart. I have not taken a project by name and recommended it. 
I don’t believe that is my job. 

Mr. Dawson. What are you going to do if nothing is done to take 

care of the shortage that will begin in 1961? You said 

Mr. Peart. We will start to pull back from the private power com- 
panies to take care of our preference customers. 

Mr. Dawson. Why not prepare to take care of that from new proj- 
ects recommended to pick up that load, such as this one that is sitking 
up the load now ¢ 

You have reached maximum, and it is coming in, and this will 
supply your heer under your estimation until 1961, but you are mak- 
ing no provision beyond 1961. 

Mr. (ree You are asking me if I am building any powerplants’! 
Is that is? I do not—you mean 

Mr. Dawson. Have you got the right to recommend ? 

Mr. Peart. I guess everybody has that right. 

Mr. Dawson. No, no. Have you got the right, in the Bonneville 
Power Administration—have you got the right to recommend any 
increases to take care of additional load beginning i in 1961? 

Mr. Peart. We at least have the right to give out the information 
that there is a need for power in 1961. 

Mr. CuuporF. Well, you certainly have the right to say to the Secre- 
tary of Interior, “We are going to be out of power in 1961, and there- 
fore I think we ought to build 2 new projects, 1 at this site, and 1 at 
that site.” 

Then the Secretary of the Interior has the right to come to the 
Bureau of the Budget with a request for money, or, rather, come to 
the Congress for authorization to build the project and eventually 
get the money that it is going to cost to build it. 

Now, if you do not do that, if some enterprising Congressman feels 
we are going to be out of power in 1961, he certainly « ‘an offer an 
amendment to the Interior Department appropriation bill. or the In- 
terior Department authorization bill to provide for a project, and 
maybe he will get it passed on the floor and maybe he will not. That 
is pretty tough t todo. Every once in a while we get rambunctious and 
we pass a lot ‘of things on the floor. All you have to do is, if you feel it 
is right and proper “for the area, certainly you have a right to do it, 
because you do not want to be caught without any power at all in 
1961; do you, Mr. Pearl? 

Mr. Peart. You are right. And this information you are talking 
about is given out by Bonneville by so many routes that everybody 
must know about it.” I do not know how they can do otherwise than 
know that this condition exists. 

Mr. Dawson. Have you specifically called it to the attention of the 
Secretary of the Interior ? 

Mr. Peart. He is furnished with a report that contains that info! 
mation from Bonneville. 

Mr. Dawson. That you will reach your peak in 1961 under existi! 
conditions of projects now under construction ? 

Mr. Peart. That appears in our report. 

Mr. Dawson. Do you know whether or not the Secretary has made 
any recommendation to the Congress to take care of that situation! 
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Mr. Peart. I do not know. 

Mr. Dawson. Thank you. 

Mr. Jonas. May I ask a question? 

Mr. Cuuporr. Yes, Mr. Jonas 

Mr. Jonas. Are there no private industry people furnishing power 
anywhere in the Northwest’ Do I understand that it is the position 
of this subcommittee that the Federal Government has assumed the 
responsibility of taking care of the entire power needs of the North- 
west in perpetuity ? 

If so, I should like to disclaim any such ideas myself. 

Mr. Fascetu. Will my colleague allow me to answer that question ? 

Mr. Jonas. Yes, sir. 

Mr. Fascetu. I, for one, do not want to force the private power 
companies to go anywhere where they cannot make a profit. 

Mr. Jonas. I do not, either. 

What will your capacity be when you finish this construction at 
The Dalles and Chief Joseph ? 

Mr. Peart. It depends on whether you are talking about peaking 
or firm power. 

Mr. Jonas. Installed capacity. 

Mr. Pearu. Installed capacity? About 7,500,000, I believe, is the 
figure. 

Mr. Jonas. Kilowatts? 

Mr. Peary. That is right; 7.5 million kilowatts. I would have to 
check that to be sure, but that is approximately it. 

Mr. Jonas. Now, I will go back to my first question. Are there any 
private industry people furnishing any power in that area? 

Mr. Pearu. Yes, there are. 

Mr. Jonas. Is it not a fact that there are 30 applications now for 
power installations by private enterprise people in the Northwest? 

Mr. Peary. The last figure I saw was 37. 

Mr. Jonas. Is it not reasonable to assume that you might wait a 
little bit and find out whether or is going to help supply the 
power needs of that area, or whether it going to be determined that 
Bonneville or the Federal Guanine nt ha the ra and exclusive re- 
sponsibility of supplying all of it ? 

Mr. Pear. Well, that would seem reasonable. 

Mr. Cuuporr. Now, will you yield at that point? 

Mr. Jonas. Yes. 

Mr. Cuuporr. It appears to me that what is happening uy there is 
that private power companies are not building anything atall. They 
are buying their power from the Bonneville Power Adminis stration 
an id they are selling it to the consumer at a profit, and I think if you 

ck the financial records up in the Pacific Northwest, all those pri- 
vate power companies are paying more dividends today than they 
ever paid in the history of their company, and they are buying the 


power from Bonneville Power Company. Cert lv ve have 30 
app hi ications for power. Do you hav e inyl ody - ‘eax that wants 
to build their own plants? , 

Mr. Peart. Yes. All these 37, that is a case of their building their 


n plants. 
Mr. Cuuporr. What is stopping them?’ Are you stopping them? 
Mr. Pearn. No, sir. 
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Mr. Cuuporr. I mean, then, why can’t they go ahead and build 
plants? 

Mr. Jonas. They have to get a license from the Federal Power 
Commission. 

Mr. Peart. They have to get a license or a permit, you know. 

Mr. Cuvvorr. Then the Federal Power Commission is evidently 
stopping them. 

Mr. Jonas. There have been a lot of objections filed to those permits, 

Mr. Peart. Yes; there is opposition. 

Mr. Jonas. In we Canyon, and others. 

Mr. Cuvporr. I do not think any of them are being refused. It 
appears to me that they are getting plenty of rights. 

Mr. Fasceti. Mr. Chairman, aren’t all these applications, Dr. Pearl, 
hydro projec ts, that would ordinarily go into your system ? 

Mr. Peart. Yes. I think all of the 37—there may be some steam in 
there—I think they are all hydro. 

Mr. Cuvporr. Are there any further questions ? 

Mr. Jonas. No. 

Mr. Cuvporr. We will take a 5-minute recess. 

(Short recess. ) 

Mr. Cuuvorr, The subcommittee will be in order. 

Mr. Jonas. Mr. Chairman, before you go to another point, may I ask 
Dr. Pear] to turn his thinking back to the subject we had just before 
the recess?) I want to ask him two short questions, and they may 
provoke some other questions from other members. But, as far as I am 
concerned, there will be only two. 

Would it be fair to summarize your position with respect to these 
limitation clauses by saying that one idea in putting them in the con- 
tracts was to prevent one preference customer from raiding other 
preference customers, and giving it an unfair advantage ? 

Mr. Peart. That statement is accurate, and I think I offered a couple 
of examples, wherein it had already been effected. 

Mr. Jonas. Now, is it fair to say that your thinking in putting in 
the other clause—what do you call it? 

Mr. Peary. That is—I gave you the name for it here—insufficiency 
clause. 

Mr. Jonas. Yes; the insufficiency clause. The purpose of that was 
to take the Government off the hook, or at least to keep the Govern- 
ment from being further obligated to supply power that it might not 
have. 

Mr. Peart. That is true. That only becomes effective, as, if, and 
when there is no more Federal generation available for the preference 
groups. 

Mr. Jonas. Thank you. That is all. 

Mr. Cruporr. Are there any further questions? 


Mr. Dawson. And those acts were committed under the policy 
handed down to you? 


Mr. Peart. Yes. 

Mr. Dawson. Thank you. 

Mr. Cuuporr. Proceed. 

Mr. Austin. We will go over to the intertie, Dr. Pearl, the intertie 
contract that has been arranged between Bonneville Pow er Adminis- 
tration and the Idaho Power Co. 

Mr. Peart. Yes. 
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Mr. Austin. You were here yesterday, I presume, when Mr. Nelson 
was giving us from the big map he had roughly the position of the 
Idaho Power Co. and the Bonneville Power Administration. 

On August 3, 1955, you wrote a letter to Senator Wayne Morse in 
which you characterized the newly negotiated contract, ‘this intertie, 
as extremely advantageous to the Government? That is your feeling 
about it; is it not? 

Mr. Pearu. That is correct. 

Mr. Austin. And the line itself will be built entirely by the Idaho 
Power Co.? Bonneville would build some facilities for the switching 
at the end of your line, which is the town of La Grande; that is correct, 
is it? 

Mr. Peary. That is correct. 

Mr. Austin. You furnished us with a chronology here that is very 
helpful. I am told that they have been distributed. It is marked “F” 
up in the corner here. It is a mimeograph of your letter to us. 

Now, actually, is it not historically true that BPA for many years 
has—well, I will not say, for many years, but for some years Bonne- 
ville Power Administration contemplated the building of this tie 
line from Bonneville to the Idaho Power Co. ¢ 

Mr. Peart. That is quite evident from the requests of Congress for 
money. 

Mr. Austin. And that first request was made in Congress in 1951, 
1 believe? 

Mr. Peart, That is correct. 

Mr. Austin. It was turned down. I believe you stated in the third 
paragraph up from the bottom that the [Idaho Power Co.’s opposition 
to it at that time was expressed. The Idaho Power Co. objected to it 
then; did they not ¢ 

I am presuming that you also are aware of the fact that at the time 
jonneville Power Administration, in 1951, which is not so long ago, 
was asking for this tie across there, that in their justification of it, they 
indicated that Bonneville Power would be available to firm Anderson 
Ranch power on the Idaho side. You are familiar with the fact that 
that was used as one of the elements of the justification at that time 

Mr. Pear. Yes. 

Mr. Austin. In light of the testimony that we had yesterday on 
the Anderson Ranch power and the shortage e power in the Minidoka 
area, which is served by Anderson Ranch, that becomes somewhat 
important. 

I believe they said that they could firm up an additional 8,000 kilo- 
watts of Anderson Ranch capacity. So that would be quite a sizable 
chunk of more power that would be made available to the Minidoka 
preference customers, if it were available now. 

At that time, in 1951 and 1952, when it was first being Sa 
there was quite an indication then that there would be quite a bit of 
benefits to the Bonneville system and to the Northwest dear ‘r pool; 
was there not ? 

Mr. Peary. That is right. 

Mr. Austin. And at that time, can you tell me what was contem- 
plated in the way of the flow of power from the Idaho area in there? 
Was there to be quite a bit of power that they felt then would flow 
from Idaho into the Bonneville area ‘ 
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Mr. Pear. Well, of course, I am guessing when I answer that ques- 
tion, because I was not with Bonneville at that time. I would sur- 
mise that they felt that in times of shortage, there would be power 
available from Idaho. 

Mr. Austin. Since you have joined Bonneville Power Administra- 
tion, have you ever made a request for that tie line? 

Mr. Peart. No, I have not. 

Mr. Austin. So that this request now comes about because the 
Idaho Power Co. has asked to have the connection, and they may build 
the line. So you make the request now for the facilities to tie the two 
lines together ? 

Mr. Peary. That’s correct, sir 

Mr. Austin. How much power do you anticipate will flow from 
Bonneville Power Administration over to the Idaho system line? 

Mr. Peart. There is no commitment regarding the amount of 
power. ‘The power is only as, if and when we have it available, and 
it is only dump power. There is no firm power commitment, 
so that the answer to you question, in brief, could be the capacity of the 
line if we had the power available and if they wanted it. 

Mr. Austin. All right. Of course, they would not have built that 
line unless they felt that there was going to be use for it; would they? 

How bigisthe line? What is its caps icity ? 

Mr. Peart. Oh, I think it is 100,000 kilowatts. I am not sure. It 
is a 230,000-volt line. 

Mr. Austin. Which is a pretty high-voltage line, a pretty heavy 

capacity line; is it not ? 

Mr. Peart. Yes, relatively. 

Mr. Austin. In fact, there is very little 

Mr. Peart. There is very little more than that. 

Mr. Austin. There are very few lines that are built with any more 
capacity than that. Didn’t you make a statement at one time that 
you thought during the summer months there could be 400 or 500 
megawatt-months moved across that line? 

Mr. Peart. No; I never made such a statement, but I would have to 
check the size of the wire. Now, I do not remember the size of the 
wire. I never made that statement, because I could not make it with- 
out checking the wire. 

Mr. Austin. Well, Mr. Pearl, you have just finished an agreement 
that is a pretty responsible agreement here. It is an import: unt agree- 
ment. Surely you have some idea of what the capacity of that line is. 

Mr. Peart. The capacity of that line, I could say, does not enter 
into the picture, because the contract says that we will furnish them 
power if we have it, and if we haven’t got it, then I do not care what 
the capacity of the line is. They cannot get it through the contract. 

Mr. Austin. Let us turn to page 3 of this “F,” this letter that you 
wrote to us on October 5. 

Going down to the second paragraph down there—— 

Mr. Pearu. I don’t seem to have a copy of this. 

Mr. Austin. Excuse me. 

Mr. Jonas. October 4; is it not? 

Mr. Cuvuporr. October 4; is it not? 

Mr. Austin. I beg your pardon. October4. Excuse me. 








p 


the 
Gov 
and 
of t 


dic 
1 

of 

sta 


col 


to 


ri 


ot 


ues- 
sur- 
wer 


tra- 
the 


ld 


_WO 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 165] 


Page 3, in the second paragraph: 

It is planned that the Idaho Power Co. will purchase excess energy from 
the Administration at La Grande when such energy is available from the 
Government system. It is estimated that the company will take between 400 
and 500 megawatt-months during the period from May to September, inclusive 
of each year. 

Would you like to retract the statement you just made that you 
did not make such a statement ? 

Mr. Peart. Yes; I will. This letter was prepared for me, and one 
of the engineers, of course, made that calculation. 

Mr. Austin. But you have now decided that you did make some 
statement about how much power could go across; did you not? 

Mr. Pearu. Well, I just made another statement that the power 
could be the capacity of the line. That would be more than this. 

Mr. Austin. For most of us who do not know just what is a mega- 
watt-month, could you put that in terms of kilowatt-hours per month ? 

Mr. Peart. Add three zeroes—— 

Mr. Austin. Well, that would be kilowatt-months. Then you have 
to get kilowatt-hours, and you would multiply by 24; is that right? 

Mr. Pearu. If the power were to flow 24 hours of the day. 

Mr. Austin. Yes. Well, can you put that in terms of kilowatt- 
hours per month for us, roughly ? 

Mr. Peart. The estimate here is based upon somebody’s opinion 
of what the load factor will be, which I would not know. 

Mr. Austin. You are the Administrator of the Bonneville Power 
Administration, are you not, Dr. Pearl? 

Mr. Prearu. Yes, I am. 

Mr. Austin. And you negotiated this rather important contract ; 
did you not 4 

Mr. Pearu. Yes, sir. 

Mr. Austin. Well, don’t you think it is only fair that we ask you 
some questions about it ? 

Mr. Pearu. I am glad to have you ask me any questions you want. 
| think the contract—I am proud ‘of the contract, I will say that. 

Mr. Austin. Well, I think it would be important to the committee 
to have some idea of how much power you think would be taken out 
cf the Bonneville system during the summer months to go to the 
Idaho system, and we have here a figure which is undoubtedly an 
engineeringly correct figure, but it is not one that is understandable 
to lay people. We have simply asked that it be changed over to a 
figure that is more the figure that we are used to using. Can you 
change it? 

Mr. Peart. Yes. But let me answer your question directly. We 

re talking about a small amount of power, as compared with what 
we have available. Bonneville has today hundreds of thousands 
of kilowatts going down the river during the high flow of the river. 
and so this power is a relatively small amount. You must remember, 
in this contract that the Idaho Power Co. are put on a totem pole 
where they are the sixth one from the top. All the rest of these 
people get their power before the Idaho people get their power, and 
this power, if you are worried about that figure, I can tell you that 

it is a small amount compared with what is available. 
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If you take our dump power that I am talking about now, it is 
at the high flow of the river for a short period of time. There are 
probably a million and a half kilowatts going down the stream. 

Now, as you improve the quality, this number gets smaller, so that 
if you talk about the dump power that is available, say, 90 percent of 
the time, then it is not a very large figure, relatively. But we are 
talking about power here, of which we have a lot, after all, that we 

cannot sell is still going down the river, and I am talking about prob- 
ably a million kilowatts over a short period of time when the flow of 
the river is high. 

So, to put that into simple figures, I can tell you that if somebody else 
came along who could use this cheap form of dump power, we could 
sell another $1 million worth. It is available for a short period, you 
know. 

Mr. Austrrx. What months in the year do you have all this excess 
power ? 

Mr. Pearu. The high flow in the Columbia River starts usually about 
June, and it continues, depending on the year, 3 or 4 months. 

Mr. Dawson. Isn’t that about the time there is a shortage at these 
other installations in Idaho, when they needed it ¢ 

Mr. Prarn. Yes. The flow in the Snake River, you know, comes just 
ahead of the Columbia. The high flow in the Snake River comes a 
little ahead. Now, under certain weather conditions that does not 
happen, but generally speaking the flow in the Snake is high before 
the Columbia. 

Mr. Dawson. We have had testimony in discussing the other instal- 
lations there that they needed it most during the summer months. 
That is when there was their greatest call for power. That is in the 
time when you generate most; is that right? 

Mr. Prar.. Yes, sir; we have the most 

Mr. Dawson. If they have a shortage, then, why don’t you enter 
into a portnership with them to supply ‘their needs? 

Mr. Peart. With whom do you mean? 

Mr. Dawson. What is the name of that installation ? 

Mr. Ausrry. Minidoka. 

Mr. Cuvporr. Minidoka. 

Mr. Dawson. Why can’t you sign with them, if that is your high 
peak and you have all of this excess there? Why can’t you give it to 
them, since they need it down there 4 

Mr. Prearn. I do not know any reason why we can’t. It is a matter 
of putting in a line. Their installation is a relatively small installa- 
tion compared with the dump power that we have available. 

Mr. Dawson. Why don’t you put in a line to give it to them whe! 
they need it, since that is when you have an excess? 

Mr. Pearu. Well, that is a new subject that you are bringing up. 

Mr. Dawson. Why don’t you do the thing that will give them your 
excess / 

Mr. Cuvuporr. Couldn’t you make an arrangement with the Idaho 
Power Co. to wheel that power from your Administration down to the 
Minidoka section, where they are short of power in the summer ! 
You have an abundance in the summer, and they are short in the sum- 
mer, and vice versa. It isa very unusual situation, because most of the 
power is needed in the winter, and not in the summer. 
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Mr. Peart. Yes. You are talking about, of course, quite a long 
distance. 

Mr. Cuuporr. My recollection of the map is that the Idaho Power 
(‘o. has a line which stretches from Bonneville down to Minidoka, and 
you could interchange the power. All you h: ave to do is get Idahe 
Power Co. to wheel that power down. ( ‘ouldn’t vou do that? 

Mr. Peart. Well, you will have to ask Idaho Power. 

Mr. Cuuporr. Well, they have been asking for this power to put on 
their system. Why couldn't they just as well wheel it dow: 

Mr. Peart. Idaho Power, of course, could not get firm power from 
us now. 

Mr. Cuuporr. Certainly if you have excess power in the summer. 
if, as you say, the ¢ ‘olumbia River reaches its high water in the sur 
mertime and you have so much water that you have to waste a millic on 
and a half kilowatts every summer, and down it \ ths sol uth est part of 
Idaho, the Minidoka section, they have a onsite shortage. many towns 
find themselves in the position where they have to have Annial outs to 
meet the need in the summe ‘rtime: if the Idaho Power Co. would wheel 
that power over their line sg the Columbia River down to sout 

west Idaho, that would solve the entire problem, and you Wwol ild not 


fT 


waste any power, and they a 1 have all that they needed, and that 
is all that there would be to it: is that not correct ? 

Mr. Peart. Yes. I think hee is some truth in the statement you 
have made. That does not affect the status of this contract. This con- 
tract is a power interchange, or exchange, as I have said, and it is 
interruptible power. It is the lowest form of dump power that we 
have. 

It is subject to a cancellation on the part of either that group or our 
group. It is not a firm power contract in any sense, and it carries a 
cancellation clause. 

Mr. Jonas. May I ask a question there? 

Mr. Cuvuporr. Surely. 

Mr. Praru. Yes. 

Mr. Jonas. What is the transmission distance between your nearest 
installation and the Minidoka project 

Mr. Peart. You mean, our nearest powerplant or source of power ? 

Mr. Jonas. Your nearest source of power, yes. 

Mr. Pearnt. Oh, it would be at least 400 miles. 

Mr. Jonas. That is generally considered to be in excess of trans- 
mission distance, is it not, economic transmission distance ? 

ae PearL. Yes. ‘Transmission is a function of how bad you want 

‘power and how much you are willing to pay for it. 

“Mr. Jonas. Somebody would have to pay W heeling charges, and you 
sell dump power at suc h asmall rate that it is } hardly justifi: able t to pay 
wheeling charges for it over that distance: is that not true 

Mr. Peary. Yes, that is true. Saubels would have to pay large 
wheeling charges. 

Mr. Cuuporr. Dr. Pearl, may [ interrupt at that point to ask you 
a question? Congressman Jonas said that the length of transmission 
— 1 be approximately 400 miles, and that is considered to be more 

han feasible for transmission purposes, 

Now, what I cannot unde — ind is. if it is not economical for trans- 
mission purposes, why is the Idaho Power Co. seeking this power? 


That is the thing that T cannot understand. 
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Now, also, certainly it would be cheaper to wheel it than it would 
to construct a lot of new installations; would it not? Wouldn’t they 
wheel power 400 miles for a mill and a half? 

Mr. Prearu. That is a hard question to answer. 

Mr. Cuvporr. I understand that the average charge for wheeling 
power is 1 mill up to 150 miles and a mill and a half over 150 miles, 
So I could not understand why Idaho Power would want the power 
and would take it and put it in their own lines, but it would not be 
feasible for them to wheel it. 

Now, I am not a power expert. I am trying to straighten myself 
out. That is why I asked you the question. 

Mr. Austin. Dr. Pearl, could I-—— 

Mr. Cuuporr. Let him answer the question. 

Mr. Peart. Have you got a question—did you make a statement 
orask aquestion? Which? 

Mr. Cuuporr. You agreed with Congressman Jonas that it would 
not be feasible to transport that. 

Mr. Pear. It isa long distance 

Mr. Cuuporr. Now, if it would not be feasible, why do you think the 
Idaho Power Co. would want it for their own lines? 

Mr. Peart. It is a long distance to transmit power. I would say 
from their point of view that they are taking it into some lines that 
they already have available. It is not a matter of putting up new 
lines. You see, they only have to put in the ties. That is all they 
would have to put in. 

Mr. Cuuporr. What I would like to say is that Idaho Power would 
like to have it at the low rates and sell it somewhere at a nice profit. 
They are doing that, and I do not blame them. They certainly want 
to make a bigger profit. But it does not make sense to me to build a 
dam like Palisades—of course, I do not know how many millions of 
dollars that will run to—when the power is available on an intercon- 
necting line if the Idaho Power Co. will wheel that power. 

The power that you are wasting, absolutely wasting, you said a 
million and a half kilowatts a year are being wasted at high-water 
level, when there is a shortage in the southeastern Idaho section, I 
‘annot understand why it could not be wheeled down there. That 
would be probably a great undertaking, and you certainly would be 
doing a wonderful thing for the country. 

Mr. Austin. Dr. Pearl, we had testimony a few days ago from 
Mr. Douglas Wright, the Administrator of the SPA, the Southwestern 
Power Administrz ation, and in his discussion of w heeling, he used this 
example, that during some of the hurricane damage earlier this 
summer in New Engl: and, power from Kansas City was moved into the 
New England area, and he pointed out to us that it was not just put 
on a line at one end and taken off at the other end, that what 
they did, because of the interconnection, was just move it by blocks 
and displacement, so that everybody just shoved a few kilowatts to 
the east, but those kilowatts were put on the line at Kansas City and 
taken out in New England. 

Now, I am sorry we do not have the other big map here, because 
it showed the Idaho Power Co. lines. But Idaho Power Co. has an 
interconnecting system which will go from your line at La Grande clear 
down through the Snake River and coming up near Idaho Falls over 
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near where they tie in with the Utah Power & Light. And they have 
their own generation plants all along that; do they not ? 

Mr. Pearn. Yes. ; 

Mr. Austin. So that there is no question at all about actually wheel- 
ing a kilowatt from La Grande any place down the line; is there ? 

Mr. Pearu. No, there is no powerplant, of course, though, over the 
distance from our Columbia River until you get down into southern 
Idaho. There would be no powerplant feeding in. You are thinking 
of displacement, now. 

Mr. Austin. Yes. 

Mr. Peart. So there would be no powerplants along that section, 
which is quite a distance in miles. 

Mr. Austin. That is the point, though, is it not? Idaho Power 
Co. is bringing it down there. They think it is entirely feasible for 
them to bring it across there in order to put it in the area where their 
plants are; is that not right? They intend to use it there ? 

Mr. Praru. If they did not think it was feasible, I do not think 
they would have entered into the contract. The contract—all the bene- 
fits with the exception of one, perhaps, accrue to Bonneville, and I 
mean to the Government and the people of the Northwest. 

Mr. Austin. Yes. You are glad to sell that power and get some 
money out of it? 

Mr. Pearu. Yes, we are glad to sell the power and get something 
out of it. 

Now, we have not tied ourselves up so that we will affect power to 
anybody. They were given a table to show who all came ahead of 
them, and our preference group is at the head of the list, so that they 
were given a schedule where they come on this totem pole, and then 
with this excess power, we only give it to them if we have it, and 
the next thing is, it is subject to cancellation and it is to the benefit 
of the people and the Government. That contract hasn’t one fault 
that I can see with it. 

Mr. Dawson. Pardon me. 

Mr. Austin. Yes. 

Mr. Dawson. Except that they need it down there at the other 
Federal installation during their peak months, which are just the 
opposite of yours ? 

Mr. Peart. We have more of that same kind of power if anybody 
wants it. Be sure you recognize this. We haven’t undersold anybody. 
There is more of it if anybody wants it. 

Mr. Austin. Now, Bonneville Power Administration, the last time 
they asked for this line, in 1951 or 1952, at that time Bonneville was 
going to build that connection and one of the stated purposes was to 
take power into this power-short southern Idaho for the preference 
customers, was it not? 

Mr. Peart. I believe that is true. 

Mr. Austin. And you abandoned that completely by this arrange- 
ment that has now been made with the power company ? 

Mr. Peart. We did not abandon anything. Congress did not ap- 
propriate the money, and they were asked twice for it in succession, 
and they did not appropriate the money. Now, then, the Idaho 
Power Co. came in and asked if we had any dump power, and we said, 
“Yes, we have.” 

Mr. Dawson. The power company fought the appropriations. 
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Mr. Peart. Well, of course, now, I have nothing to say about what 
Tdaho Power Co. does, and if what you are saying is according to the 
record, that is true. 

Mr. Dawson. They fought you each time you asked for that ap- 
propriation. ‘They came in and fought it. Now, it is the same oltl 
runaround. They fonaitit it when you asked for it. Now they come 
in and they themselves use their facilities in order to get this power 
from you. They did not want you to build it, because ‘it would go to 
preference customers, and they fought the appropriation. But nov 
they come in and get a contract and t: take for themselves the ver vy thing 
they fought vou on when you tried to do it, to build those lines in order 
to transmit your power for the use of the people. 

You had somebody in mind when you asked for those appropri: 
tions that you meant to serve by virtue of building those transmission 
lines. They did not want you to do it, but now they want the power 
and will use their lines to get the power, and now you are making the 
contract with them. 

It is the same old pattern worked out once again, with power com- 
panies getting the benefit of the actions of Congress and expendi- 
tures of the people’s money that was designed for the purpose of thi 
most power at the cheapest prices. And it is not going to be cheap 
when it gets to the people from them. 

Mr. Praru. Of course, I am still of the opinion that the contract is 
in the best interests of the Government. Now, you are taking the 
other side which, of course, is your privilege. 

Mr. Dawson. I am taking the side that I believe 

Mr. Peart. But Iam taking the contract that I believe is a legitimat: 
contract 

Mr. Dawson. T am following the purposes of Congress when it 
started out on this program. It meant so much to these people, and 
they are being shunted aside. The benefits are being given to the 
power companies who fought this program all along, fought the pro 
gram of the preference customers. 

Now, did you seek to make any wheeling arrangements with then 
before vou signed this contract ? 

Mr. Peart. A contract that is subject to cancellation is not a very 
vood 

Mr. Dawson. That does not answer my question, Doctor. Did you 
seek to m: uke any wheeling arrangements with them to get your power 
to the people that you meant to serve by building your own transmis- 
sion lines when they came up for this contract ? 

Mr. Peart. A verbal request was made to the Idaho Power regard 
ing the wheeling. 

Mr. Dawson. Who made that verbal request ? 

Mr. Peart. A Mr. Callard, of Bonneville. 

Mr. Dawson. Who? 

Mr. Peart. Mr. Callard. 

Mr. Dawson. And what was their reply? 

Mr. Peart. They did not indicate any interest in it. 

Mr. Dawson. Certainly. That is the same old pattern. They were 
not interested, but they are interested in getting it for themselves. 

Mr. Cuvuporr. Will you yield at that point, Mr. Dawson ? 

Mr. Dawson. Surely. 
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Mr. Cuuporr. You can bet every hing that you have got that if 
said to the Idaho Power Co.. ‘Well. if you don't wheel it, we are 
ng in to Congress and get an appropriation to build transmission 
= down from Bonneville to southeast Idaho” you can bet every- 
g that you have got that you would get a whee ling contract. 
PEAR i Yes. “But | would also have to Say that Bonneville 
t ii twice and did not get it. 
Mr. Cuuporr. And another thing, you have got to agree that it is 
uch cheaper to build transmission lines than it is to build dams, much 
eaper. So we would be better off in the long run bringing the power 
n from Bonneville to Minidoka. 
Mr. Peart. I would not want to prolong this hearing, but you know, 
ieh Wwe take our overall revenue, half of it is for transmission and 
ilf of it is for power veneration. So your statement is not exactly 
urate, 
Mr. Cuvuporr. As I say to you, I am not an expert in this thing. I 
i just trying to be logic al. I think it is jus t commonsense or horse- 
sense that what I am saying Is true, W ithout know ing eae about 
e fe subject. Mr. Hoffman says I don’t know anything about it, but I 
earning every day. I will tell you that. 
\[r. Jonas. M: LV | ask a qi uestion be fore we leave this point ¢ 
Mr. Cuuporr. Surely. 
Mr. Jonas. Let us get some understanding of your responsibility. 
nderstand you are the Administrator of Bonneville, and you are 
irged with the responsibility of disposing ot the surplus power 
i have available period, Is that right ¢ 
Mr. Peart. Yes, sir, that is correct. 
Mr. Jonas. You have some dump power that you want to get rid 


Mr. Peart. We have a lot of it we want to get rid of, but of low 

lality. 

Mr. Jonas. And you made a contract to sell some of it which is not 

sable by the preference customers / 

Mr. Peart. That is correct. 

Mr. Jonas. Now, you have got some more, If some preference 

stomers want that, it is available, is it not / 

Mr. Praru, That is right. Can I add one statement in there? 

Mr. Jonas. Yes. 

Mr. Pearv. If a preference customer came in there tomorrow and 

uted us to take away power from Idaho to give to them, the con- 
tract specifies that we can do it. 

Mr. Jonas. Yes. But they do not want dump energy, do they ¢ 
Lhey cannot use it’ They have to have firm / 

Mr. Peart. No. They are not interested in dump. 

Mr. Dawson. Then why did you want to build those lines if it 1s 

nething that no one can use exce pt Idaho Power ¢ 

Mr. Peart. Oh, I didn’t say that. 1 just said we have so much of 

s interruptible power, we would like to sell it to anybody who can 

ike use of it. 

Mr. Dawson. And we are trying to get you to sell it to the other 
Federal installation down there that needs it during its peak season. 
They in turn will give you theirs during your peak season, and you 

ll have an arrangement there that will serve more people at a 
cheaper price than this deal that you are making with the company. 
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Mr. Peart. There is plenty of that power available for the other 
group any time they want it. 


Mr. Cuvuporr. Now, how are they going to get it? 

Mr. Peart. That is the question. 

Mr. Cuuporr. But if the Government would give you the money 
to build the line, you would build the line ? 

Mr. Pearu. Yes, sir. 

Mr. Cuuporr. And then Idaho Power would come in and say, 
“Don’t build the line. We will wheel.” Don’t you think that would 
happen ? : 

Mr. Peart. I do not know. You are trying to outguess Idaho 
Power. I will leave that up to them to answer that question. 

Mr. Dawson. We are not interested in these power companies. 
We are trying to find out, to go into the theories on which you are 
using the appropriated moneys. 

There seemed to be an idea here that we are out investigating power 
companies. We are not doing that yet. We may have occasion to 
do it, but we are not doing that yet. But we are trying to follow 
these appropriated moneys in their use, to see if they are used for 
the purpose for which they were appropriated, and whether or not 
the people are getting the benefit of it that were supposed to get the 
benefit of it. 

And always we find out that the power companies are blackjacking 
you and compelling you to do what they want to do. 

They came in here and halted your appropriations two times, and 
then you did not come back any more. Then you entered into a con- 
tract giving them the very thing that they wanted when they fought 
these appropriations. 

Mr. Peart. Well, of course, I am not here to justify what anybody 
has done except what I did. I signed a contract that I think is in the 
best interests of the Government, and it hasn’t one item in it that I 
think is questionable. 

Mr. Dawson. If you could have got those transmission lines, you 
would have preferred it, would you not? You would have been in a 
better shape if you could have gotten them ? 

Mr. Peart. Oh, I think that statement is accurate. 

Mr. Dawson. Allright. Now, they fought it. 

Mr. Pearu. Well, that is 

Mr. Dawson. Iam telling youthat. Iam building up to the combi- 
nation of circumstances that put you in the situation where you are 
compelled to do this. You feel that you are compelled to do it in or der I 
to do anything at all with that power, that excess power. But thai 
was not in your mind at the time you asked for these appropriation 
You had a different idea entirely in your mind, and when we consid- 
ered that the power companies came here and stopped those appro- 
priations, they stopped it for the purpose of doing the very thing 
that they are getting under this contract—getting the use of that 
power. 

Mr. Jonas. Will you yield right there? 

Mr. Dawson. Certainly I yield. 

Mr. Jonas. I do not know that that necessarily follows. My guess 
is—and I have not read the testimony—my guess is that the power 
company objected to the Government going any further into tli 
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building of transmission lines, and there is a very strong argument 
that can be made on that, and I do not blame them for m: aking that 
argument if they want to make it. 

Mr. Dawson. In other words, the power companies will let the 
Government go ahead and build these great installations that produce 
this power 

Mr. Jonas. I do not think they approved it. I think they opposed 
it. 

Mr. Dawson. They did not approve it. But they did not build to 
serve the people. Now, they have been out there all the time. They 
did not build these installations. They did not build these dams. 
They have not generated enough electricity through the years to 
supply the needs and build up this country as it has been built up since 
these Federal installations have been built. 

But they want to take the power out of these installations now that 
they are there, they want to get everything, and get everything that 
they want to sell at a price far in excess of what they are paying for it 
or that they could get by building themselves. 

Mr. Jonas. I think electricity is about the cheapest thing that we 
have in this country today. 

Mr. Dawson. That is right. 

Mr. Jonas. I do not know that anybody is complaining about his 
power bill. 

Mr. Dawson. That is right And cheaper power has been the bless- 
ing of this country. Our great natural resources have brought bene- 
fits to the people, greater than certainly all during the time before we 
had them. If the power companies wanted to serve the people, they 
could have gone out and built them. 

Mr. Jonas. I do not know 

Mr. Dawson. But they did not build them. Now that they are 
built for the benefit of the people, they want to come in now and get 
the lion’s share once again. 

Mr. Jonas. We ¥ we have regulations that prevent that. 

Mr. Dawson. I do not blame them for doing it. I do not blame 
them, if we permit them to blac kjack us into these kinds of arrange- 
ments such as are going on in Idaho and down in Colorado and in the 
Southwest and in the Southeast. Always we find the big blackjack 
being wielded on the heads of the preference customers, and taking 
from the preference customers benefits that we intended to give them 
by building these installations. 

Mr. Cuuporr. If there are no further questions at this point, we will 
adjourn until 2 o’clock. 

(Whereupon, at 12:30 p. m., the subcommittee recessed to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 
Dr. Pearl, would you come back up, please? 
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FURTHER STATEMENT OF WILLIAM A. PEARL, ADMINISTRATOR. 
BONNEVILLE POWER ADMINISTRATOR, PORTLAND, OREG. 


Mr. Cuuporr. Mr. Austin. 

Mr. Austin. Dr. Pearl, in San Francisco one of the witnesses was 
Mr. Ben Little, who testified that when he wanted to get some power 
from Bonneville Power Administration for the organization that 
he heads there, which is a preference customer, he went to see the 
Bonneville Power Administration, and there he contacted Mr. Price. 
who is the Assistant Administrator—that is correct, isn’t it ? 

Mr. Peart. That is correct. 

Mr. Austin. And he said that: 

Mr. Price told me— 
and I am quoting— 
since we— 

Mr. Little’s organization, which is Benton-Lincoln Cooperative—said 
that Mr. Price said— 

Since we, the Benton-Lincoln Cooperative, were in competition with the Pacific 
Power & Light Co., that that company would have to agree to this item being 
entered into the budget. We were then turned over to Mr. Callard— 

who is your director of operation and maintenance, I believe; is that 
right? 

Mr. Prearu. That is right. 

Mr. Austin (continuing) : 

Mr. Callard, who reiterated, for all general purposes the same thing. 

Is that a policy of Bonneville Power Administration ? 

Mr. Peart. When it requires a large expenditure for a line and a 
substation, as in this particular case, of course that is our procedure, 
to submit a request in our budget for the funds. 

Mr. Austin. I am speaking of—they would have to get it cleared 
by the power company / 

Mr. Pearn. No. 

Mr. Austin. He said he was told by both Mr. Price, your Assistant 
Administrator, and Mr. Callard, whom you have mentioned previ- 
ously, the director of your operation and maintenance, that they would 
have to get this cleared by the power company in the area before you 
could submit to C ongress a request for this budgetary item. 

Mr. Peart. Oh, I would say that statement isn’t accurate. I thought 
you were saying we would have to submit it to Congress. We do 
submit it to C ongress. 

Mr. Austin. I understand that. I am asking you about the other 
point. 

Mr. Pearu. I have never heard them make that statement. I was 
not at the meeting, never heard what they said. 

Mr. Austin. I read that from the records of the hearing in San 
Francisco. 

Mr. Peart. d have no knowledge of them making such a statement. 

Mr. Austin. Is it policy ¢ 

Mr. Peart. No, it is not policy. 


Mr. Austin. There is no police y of any kind about anyone clearing 


things with the power companies In the area ? 
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Mr. Pearw. No, sir; there is no policy on that. 

Mr. Austin. Let’s go back to the intertie with the Idaho Power Co. 
nd Bonneville. Why was this contract ke ‘pt secret in all its negotia 
tion stage ¢ 

Mr. Peart. It was not kept secret. It was publicized, it appeared in 
the papers, it was taken up with our customers. And that is our policy 

on everything, to publicize it. 

Mr. Austin. Do you know who Mr. Harold Nelson is 4 

Mr. Peart. Yes, sir; 1 do. 

Mr. Austin. Did you hear his testimony yesterday / 

Mr. Peary. I heard it. And I am a friend of his, and I think he is 
a friend of mine. And I have a letter right here that indicates that he 
was wrong. We sent them a copy of the contract. Now, it went toa 
man by the name of ( ‘ampbell, who is their power manager. And 
apparently Mr. Campbell failed to give this information to Mr. Nelson 

Mr. Austin. You are aware of the fact, are you not, that = wit 
nesses who testified in Idaho Falls testified that they never heard of 
it during the negotiation stage at all, that they only heard of ates 
you had made the agreement / 

~ Mr. Peart, Can you tell me who they are, and maybe I could tell you 
the answer. 

Mr. Austin. Well, I have one of them whose name is right before 
me. Mr. Shane is one of those who heard of it first in early March, 
he testified, and wired you. 

Mr. Peary. I don’t recall the man. 

Mr. Austin. We will put in some correspondence. 

Mr. Peart. Who is he with / 

Mr. Austin. The Raft River Cooperative, of Malta, Idaho. Ap- 
parently he had some visits with Bonneville and correspondence with 
you. 

Mr. Pearn. As I say, we publicize it—I am saying that we publi 
ize it in the marketing area of the Bonneville Power A¢ Imir istration. 
ane if you were to sav that some one of my customers didn’t hear of 

I wouk | be anxious to know who the customer was, because it would 
be one of a group—for instance, our public group—let’s say our pref 
erence group, for example in that case we took it up, of course, with 

the secretary of their organization, and two of my men wen it over and 
met with the sec retary of 1eir group and dise ussed it with him and 
gave him a copy. Now. I don’t mean to say that we went on eac 
ndividual one, but we went to a representative of the group. 

Mr. Austin. Did you give any press releases out on it / 

Mr. Peart. Yes, there were press releases. 

Mr. Austin. Can you furnish them for the record / 

Mr. Pear. I don’t think that I can furnish them. I would have to 
co back and hunt. 


(The information referred to is as follows:) 
[Release on receipt, March 16, 1955) 


Released to: Associated Press. United Press. International News Service 
Portland Oregonian, Portland Journal, Electrical World, Electrical West, Elec- 
Light & Power, Rural Electrification News, American Public Power Associ 
n, Northwest Public Power Association, Washington State Grange News, 
Oregon State Grange News.) 


71597—_56——_106 
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Bonneville Power Administrator William A. Pearl today announced signing 
of a 20-year exchange agreement with the Idaho Power Co. providing for aq 
high voltage intertie at La Grande, Oreg., by May 1956. The interconnection 
has long been sought by the Federal Power Commission and by BPA to more 
fully integrate the Utah and Idaho systems with the Northwest power pool's 
western group utilities of Oregon and Washington. 

Exchange provisions of the agreement will permit BPA to supply surplus 
electrical energy from the Federal system during summer periods when Columbia 
River flows are high, Snake River flows low, and irrigation loads heavy, Pear! 
said. 

“Economies of the intersystem exchange of power make the agreement mu- 
tually beneficial and will result in maximum utilization of Northwest power 
resources to the ultimate advantage of all BPA customers in the region,” Pear] 
declared. 

Neither BPA nor Idaho Power is obligated to deliver power except at its own 
option, according to terms of the agreement. Each utility is free to judge the 
availability of its own surplus or provisional power and act accordingly. 

The La Grande intertie will complete a five-State “loop” of high voltae trans- 
mission lines linking all major generating facilities of Oregon, Washington, 
Idaho, western Montana and Utah. 

The Administrator said the Idaho Power Co. will construct a substation at 
Raker and a 50-mile 230,000-volt transmission line from Baker to connect with 
the BPA line at La Grande at an estimated cost of over $3 million. To effect 
the interconnection, BPA has agreed to install a circuit breaker and metering 
equipment at its present La Grande substation, and add circuit breakers to its 
new ronndup substation. 

In addition to taking advantage of differences in river runoff and load charac- 
teristics, the intertie greatly increases transmission capacity for transfer of 
power between east and west groups of the Northwest power pool to mes 
varying load conditions, facilitate winter delivery of steam power generated in 
Utah and provides an alternate interconnection for emergency and breakdown 
relief. 

Idaho Power Co.’s present system serves southern Idaho and parts of eastern 
Oregon. 





Dr. PEARL’S STATEMENT RE IDAHO INTERTIE, MARCH 30, 1955 


(Released to: Associated Press, United Press, International News Service, 
Portland Oregonian, Portland Journal, Electrical World, Electrical West, Elec- 
tric Light & Power, Rural Electrification News, American Public Power Associa- 
tion, Northwest Public Power Association, Washington State Grange News, 
Oregon State Grange News.) 

Bonneville Power Administration today said its 20-year power exchange agree- 
ment with Idaho Power Co. with an intertie at La Grande, Oreg., was not only 
in the best interests of the people, but will benefit the entire Pacific Northwest 
economy. The statement was issued in reply to charges made by Senator Wayne 
F. Morse in a letter addressed to Senator James E. Murray, chairman of the 
Senate Interior Affairs Committee. 

Administrator Pearl said power specified in the Idaho exchange agreement 
represents surplus power produced during the 3 or 4 months of heavy runoff 
on the Columbia River, and could otherwise not be marketed. Idaho Power 
Co. will pay the same rate, 2144 mills per kilowatt-hour, as is paid by other 
public and private utilities for dump power. The intertie will also enable the 
western group of the pool to secure power from Idaho and Utah in case of 
shortaves during the winter months. 

Bonneville Power Administration, said Pearl, is obligated to serve all public 
agencies where such service is feasible and the same principle would be applied 
to any public or private utilities within BPA’s marketing area. 

The Federal Power Commission has studied this interconnection over a period 
of several years, and recommended the intertie as mutually beneficial to Oregon, 
Washington and Idaho. 


Mr. Austin. This is before it became an actual contract. Can you 
furnish the press releases? Your chronology states that the contract 
was actually settled on in February of 1955, and signed in March. 





M 


pros 


Mat 
M 


rect 


ter! 
pre 
wol 
do 


of ° 


Mi 


ha 


th: 


p 


W 


fning 


for a 
Ction 
more 
0001's 


rplus 
mbia 
Pearl 


mu- 
DWer 
Pear] 


own 


' the 


ans- 
‘ton, 


1 at 
vith 


Tex ‘ 


Ce, 
P(t 
ia- 


VS 





ACTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1663 


Mr. Peart. It was settled in March, in February it was still in the 
process of negotiation. I think it w as approximately the middle of 
March when it was really firmed up. 

Mr. Austin. If you gave wide publicity to it, you would have some 
record of it, would you not ? 

Mr. Peart. Wide publicity, when you say that, I am thinking in 
terms of our customers. In other words, the public power group, the 
reference group, the private industries—all of these people who 
would be vitally interested in any contract that we enter into. We 
do not enter into contracts without our customers all being aware 
of what we are doing. 

Mr. Austin. I heard you say that yesterday. But we also heard 
Mr. Nelson say he had never heard of it, and apparently Mr. Nelson 
had no recollection of it when he testified, did he / 

Mr. Peart. I am telling you that we sent them a copy of it, and 
that it was sent to his Mr. Campbell. 

Mr. Austin. When? 

Mr. Peart. Our Mr. Jolliffe visited them some time earlier in 
February, about the middle of February, when the original draft of 
it was drawn up, Mr. Jolliffe mailed him a copy of it. And in it he 
said, “Now, this is just preliminary and not in the final stages.” 

Mr. Austry. And this was in February of 1955? 

Mr. Peart. That is right. 

Mr. AvsTIN. HOw, ace ording to your chronology here—this is on 
page 4 of this ite at was the date you just said, February 
when ? 

Mr. Pearu. It was early in February; I don’t know exactly. 

Mr. Austin. I have here that the final draft of the contract was 
prepared February 10, 1955. In other words, you gave them notice 
about 6 days ahead; is that right ? 

Mr. Peart. No. The final draft that I signed was—— 

Mr. Austin. I am referring to your letter here. Do you wish to 
refer to it in order to get these dates straight ? 

Mr. Peary. This is information that was furnished you by Bonne- 
ville, I take it? 

Mr. Austin. Your name is on it. It is item F. We gave you a 
copy of it a minute ago. She is bringing another one. It is a letter 
t a you wrote to this committee in respons se to questions sent to you 
dated October 4, just a couple of weeks ago. It is over your signature. 

\nd the part I am referring to is the second paragr: aph above your 
signature, going three paragraphs above, or four, January 6—— 

Mr. Peart. Now, you and I are talking ca a different thing. I 

m talking about when it was approved, and you are talking about 

ifter we negotiated for 5 or 6 months, when we got it in final form. 

Now, the dr: aft that was sent to Mr. Nelson’s office was previous to 

hen it was in final form, because the letter which accompanied it 
says— 





this contract is still in the negotiation stage, and all the terms have not been 
pproved either by the Administrator or the Idaho Power Co. 
Mr. Austin. May I go back to my original question ? 
Mr. Peari. Yes. 
Mr. Austin. I asked you when did Mr. Nelson know about this 
mtract in anv form? He knew about it on February 6: is that 
hat you said ? : 
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Mr. Peart. O. K.; that is the approximate date. 


Mr. Austin. On February 6. You have here on page 4 of your 


letter to us: 


January 31, 1955: Mr. A. C. Inman, legal counsel for the Idaho Power Co., 
called on Mr. Callard of the Bonneville Power Administration and the Office 
of the Regional Solicitor, Department of the Interior, in Portland, to smooth 
up the final working of the contract. 

Mr. Peart. That is right. 

Mr. Austin. And 5 or 6 days later, after that, you gave them the 
notice ¢ 

Mr. Peart. Wait, that wasn’t final yet; it wasn’t until the 10th. 

Mr. Ausrrn. I am reading your words. 

Mr. Peart. I am reading them, too; right here, January 10: 

The final draft of the contract was prepared. 

But this is on February 10. 

Mr. Austin. What are you reading from ? 

Mr. Pear. The letter that I sent you. 

Mr. Austix. What page are you on? 

Mr. Peart. The next to the last paragraph above my name. 

Mr. Austin. February 10? 

Mr. Prarn. Yes, sir. 

Mr. Austin. Well, look above it there, the paragraph above it. 
You have the words “final working” under January 31. I don’t wish 
to pursue it further; it is on the record. 

Mr. Peart, Te called there to smooth it up; it doesn’t say it was 
completed on that day. 

Mr. Austin. In any event, there was no time for Mr. Nelson, the 
director for the Idaho region of the Bureau of Reclamation—there 
was no time under any of these dates that we used for him to have 
actually come in with any suggestions of things they needed; was 
there? 

Mr. Praru. I called Portland last night and asked that exact ques 
tion, and they estimated that he knew about the contract approximately 
2 months before it was approved. 

Mr. Austin. Are you testifying for Mr. Nelson? He testified 
yesterday. 

Mr. Peart. Well, I am testifying—— 

Mr. Cuvporr. I think it is pretty clear that what you are telling us 
is that—so we don’t es into a hassle about this—you sent a copy of 
this contract to a Mr. Campbell, who was an employee of Mr. Nelson. 

Mr. Pearn. That is right. 

Mr. Cuvporr. And you presumed that he received it, because it went 
into the mail, but if Mr. Nelson didn’t know anything about it, Mr. 
Campbell forgot to show it to him, or put it in some bin, or shelved 
it—that is a good word they use around here—and that is why he didn’t 
know about it. 

Mr. Pear. That is right; I discussed that. 

Mr. Crruporr. You are not trying to tell us that he knew about it? 

Mr. Prarn. No; I discussed this with Mr. Nelson yesterday. 

Mr. Cuuporr. And if somebody in Mr. Nelson’s office was negligent 
in not bringing it to his attention—— 

Mr. Pear. The letter from Mr. Jolliffe to Mr. Campbell indicates 
that Mr. ¢ ‘ampbe ‘Il knew about it on February 4, or previously. 
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Mr. Cuuporr. But, nevertheless, that was only 6 days before the 

r final draft of the contract. There wasn’t—— 
Mr. Peary. No, the contract wasn’t approved, as far as I am con- 
cerned, until about the middle of March. These are negotiations that 


e were going on. It arrived in my office about the middle of March. 
h Mr. Cuuporr. This is from your own letter, January 31, 1955: 


Mr. A. C. Inman, legal counsel for the Idaho Power Co., called on Mr. Callard, 

of the Bonneville Power Administration and the Office of the Regional Solicitor, 
} lvepartment of the Interior, in Portland, to smooth up the final wording of the 
contract. 

February 10, 1955: 

The final draft of the contract was prepared and, after approval by the 
Department of the Interior, was mailed to the Idaho Power Co. for their signature. 
The contract was signed and returned, and was executed by me for the Bonneville 
Power Administration on March 14, 1955. 

But as far as you were concerned, everything was approved Febru- 
ary 10. The reason you didn’t sign it until March 14 was not because 
of any negotiation, but because you just didn’t get around to putting 
your signature on it after the Idaho Power Co. signed it ¢ 

Mr. Peart. No, I think your statement is incorrect. It is on March 
14 that I signed it, and I am not sure that I had even seen it as of 
February 10. That isa matter of negotiation. They were working on 
it. I didn’ t see it until it was completed. 

Mr. Cuuporr. Now, is there anything in your letter of transmittal 
to Mr. Campbell that says, if they have any comments on this report 
or any objection to it, they should advise you ? 

Mr. Peart. Our man visited Mr. Campbell and discussed it with 
nim. 

Mr. Cuuporr. And went over the whole contract with him? 

Mr. Peart. That is what I learned last night over the phone. 

Mr. Cuuporr. And this thing which is so important to Mr. Nelson, 
he never heard about ? 

Mr. Pear... No, that is true. Mr. Nelson—I asked him afterward, 
[ said, “Well, now, your man”—I had this letter to show him, and I 
asked him. And he said, “Well, I just didn’t hear about it.” 

Mr. Cuuporr. Well, if anybody working for me did that, I would 
want to know why, or else. 

Mr. Dawson. May I ask a question there ? 

Was the contract signed by the power company before you signed it ¢ 

Mr. Praru. Generally speaking [ can’t answer for this one, but 
venerally speaking it is. 

Mr. Cuvuporr. You said it was; it is in your letter. 

Mr. Peart. Okay, then. That is common practice. 

Mr. Dawson. On February 10 the final draft was prepared, and 
after approval by the Departme nt of the Interior was mailed to the 
Idaho Power Co. for their signature, and then you signed it on March 

14,1955; is that right ? 

Mr. PEARL. Yes. I would Say anybody was free to make comments 
up until the time I actually signed it. Up until that time anybody 


would be free to come in with comments, until I signed it, which was 


March 14, 
Mr. Dawson. You wouldn’t send a contract to a man to be signed 
by him and then say it was still open, would you? 
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Mr. Peart. No; generally speaking, you wouldn’t. This contract 
never received one unfavorable comment from anyone it was discussed 
with, and I just can’t see why this contract isn’t in the best interests of 
the Government. And so, if anybody raises a question on it, then you 
feel pretty safe; don’t you? 

Mr. Dawson. But the fact is if they didn’t know about it, they 
couldn’t raise it, and we are interested in knowing who knew about 
it, because there are some who said they didn’t know about it. 

Mr. Peart. It was well publicized among our customers, and our 
customers, of course, are the people we feel are vitally interested i 
contracts we entered into, they are vitally interested. And so it is 
our policy to public ze our contracts with our customers. 

Mr. Cuuporr. You say your customers all knew —_— it, ” we 
have witnesses that came in front of this committee in Idaho Falls 
and said they didn’t know a thing about it. 

Mr. Jonas. Those Idaho witnesses were not his customers. 

Mr. Pear. I was asking who came in, to see if one of my customers 
came in. As I told you before, if it had been a group that belonged 
to the Northwest Public Power Association, I would assume that 
Gus Norwood, who represents them, is the man that I should contact 
and we contacted him, and I had two of my men go over and spend 
an afternoon with him going over the contract and asking for 
comments. 

Mr. Jonas. I thought the chairman had misunderstood, or hadn't 
understood what the witness said. 

Mr. Cuuporr. I understand now. I was under the impression that 
the power people didn’t hear about this. If you tell me they are not 
members of the association, you should know. 

Mr. Austin. Do you know what comment Mr. Norwood made 
concerning it / 

Mr. Peart. You mean to the Bonneville men? Why, yes, because 
I asked them when they came back if he had any questions on it, and 
they said, no, he approved it, and he thought it was in the best in- 
terests of the Government. 

In other words, he offered no adverse comments to my men. And 
there again he had at least 2 or 8 months i in which to contact me if he 
had any comments, and he didn’t. And in the meantime I was in 
Washington, D. C., and he visited our office—I mean Bonneville’s 
office here—and again made a favorable comment. 

And after that perhaps you would think that a man meant it—if 
he made other comments, he changed his mind. 

Mr. Austin. It will be all right with you, won’t it, Dr. Pearl, if 
we send a copy of this part of the transcript to Mr. Norwood and ask 
for his comment on it? 

Mr. Pearu. Yes, sir; that is all right with me. 

Mr. Austin. In any event, your chronolgy here, item F, states at the 
top of page 4, the fifth ps wagr ‘aph: 

“October 21, 1954, Mr. Ralph E. Gale,” and so forth. 

That was when the negotiations for this line started, October 2! 
1954. 

Mr. Peart. Yes; that is probably pretty close. At least that would 
be the first official meeting on it. 
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Mr. Austin. What use do you have under the contract of the Idaho 
Power Co. line into Idaho? Can you compel any usage of this line 
at all? 

Mr, Pearu. Beyond our tie? The answer is “No.” 

Mr. Austin. Are you familiar with the fact that, but for a change 
in Interior Department regulations, which was made shortly before 
this negotiation began, that the regulations read in such a manner 
that a part of that Idaho Power Co. line, which is the part not from 
La Grande to Baker, but from Baker to Huntingdon, I understand, 
that since that part of their line would go over Federal land, that 
they would have to agree to the Federal Government wheeling power 
over it, for which the Federal Government would pay—but for that 
change, you would be in a position to have insisted that the Idaho 
Power Co. do some wheeling to these preference customers in Idaho, 
or are you aware of it / 

Mr. Peart. Yes; I have heard that. 

Mr. Austin. And are you aware of the fact that Mr. Kruse testified 
in California—and Mr. Kruse is a lobbyist for Pacific Gas & Elec- 
tric—I am corrected, it was Mr. Gerdes, actually, who testified there, 
the vice president of the P. G. & E. that this little memorandum that 
was laid at their doorstep which later became the actual change in 
the regulations, came from the Idaho Power Co.’s offices. Are you 
aware of that? 

Mr. Pearu. No, sir; I was not. 

Mr. Austin. Did you begin to see something of a pattern in the 
Idaho Power Co.’s actions here in getting the regulations changed 
after having opposed this line for years, getting the regulations 
changed, and then coming in and wanting to build the line, and now 
you don’t have any authority, you can’t send any power into Idaho 
at all under the agreement you have; is that right ¢ 

Mr. Peart. That is correct, That is, of course, normal policy as far 
as our wheeling is concerned. They are not normally attached to a 
power company—I mean, they are not. 

Mr. Austin. They were previously, though ? 

Mr. Peart. Not that I ever knew of. I can find no record of “ 
Mr. Austin. Did you make any request of the Idaho Power Co. a 
all during the negotiations that they wheel some power over into 

Idaho for the preference customers over there / 

Mr. Peart. I called Mr. Callard last night, and he said that he 
verbally made that request. 

Mr. Austin. Verbally? 

Mr. Pearu. Yes. 

Mr. Austrn. What was done about it ? 

Mr. Peart. Nothing further. They didn’t like to do it, evidently, 
but nothing further was done with it, there was no official record. 

Mr. Austin. You didn’t press the matter at all, then, for Bonneville? 

Mr. Peart. Not on a contract such as this. I have gone into that 
rather thoroughly. This contract is a contract for the handling of 
dump power subject to cancellation. There is no basis upon which you 
could tie it toa contract of this type. 

Mr. Austin. But the line itself was capable of carrying firm kilo- 
Watts, or dump kilowatts, or peaking kilowatts, any kind of kilowatts 
could have been carried on that line, couldn’t they ? 
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Mr. Pearu. I believe you are right; any kind. conne 
Mr. Austin. Now, I would like to just read into the record a state- 
ment from a Mr. Roberts to Mr. Pearl, in a letter that he wrote to you 
on March 25 of 1955. Mr. Roberts is manager of the Fall River 
Cooperative in Ashton, Idaho. 
He wrote to you at that time, he said: 
The kind of dump power in May, June, July, and August involved in your 
IPCo agreement is just “what I am interested in.” Half of our load is summer 
time load. Our peak was 2,040 kilowatts. We have 1,000 kilowatts contracted ditio 
from Palisades. We need another 1,000 to 1,500 kilowatts during June, July, vies 
and August. sit 
In view of this, I am wondering what the possibilities are to contract dump a Sul 
power and wheel over Idaho Power to Utah Power to our system. ment 


To which Bonneville Power Administration replied on April 8, 1955: 


We can appreciate that your cooperative shares the same problem that many 
of ours served in Oregon and Washington face in reference to facilities and 
power supply to meet seasonal loads. However, our agreement with the Idaho 
Power Co. is purely an exchange agreement and provides no means of any whieel- 
ing arrangements. 

Furthermore, your operation is entirely out of the area served by Bonneville. 


Now, we have a letter here from Mr. Shane to the committee. Mr. 
Shane was at that time the manager of the Raft River Rural Electric 
Cooperative at Malta, Idaho. Hesays: 

On the 19th of April 1955, I had a conference in Portland at the office of the 
Bonneville Power Administration with Mr. Bryon Price, the Assistant Admin- 
istrator. At that time— 
this is the 19th of April— 


he was under the impression that if Secretary Aandahl would permit it, and the 
idaho Power Co. would wheel it, there was at the present time some firm power 
available for preference customers in the Bonneville area. Shortly after this 
conference I was in Washington, D. C., and talked personally to Mr. Aandalhi. 
He stated that he discouraged the expansion of the Bonneville service area, 


And he goes on further to say: 


and quoted administration power policy to the effect that the Bureau of Reclama 
tion was not in the power business, and that the Bureau would not purchase 
additional power from the Idaho Power Co. for resale to it. 

Mr. Chairman, we have two more letters here. They are both 
from Mr. Pearl to Mr. Shane—in connection with this matter. And 
I can take time to read them both, but——— 

Mr. Cuuporr. What do these letters say ? 

Mr. Austin. They say pretty much the same thing that T have just 
read on the record, that they badly need power in ‘that Idaho area. 
They recognize Mr. Shane’s problem and show that Dr. Pearl recog- 
nized their problem of needing power in the area. 

Mr. Cuuporr. They may be admitted. 

(The letters referred to are as follows :) 


ExuHipbir D 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
BONNEVILLE PoWER ADMINISTRATION, 
Portland, Oreg., March 4, 1955. 
Mr. P. E. SHANE, 
Manager, Raft River Electric Cooperative, 
Malta, Idaho. 

DEAR Mr. SHANE: We have your telegram of March 2, 1955, in reference to 

the intertie line with the Idaho Power Co., and appreciate your interest in this 
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connection. However, this intertie is planned with only two objectives in mind: 

(1) Due to low water in the Snake River during summer months the 
Idaho Power Co. desires to purchase some excess energy that Bonneville 
might have available during the months of May, June, July, August, and 
possibly part of September. 

(2) In case of severe power shortage in the service area of the Bonneville 
Power Administration, the tie could be used to supply excess power from 
the Idaho system, if available, or possibly available steam from the Utah 
system. 

This is strictly an exchange agreement for emergency and unusual water con- 
ditions and is in no sense a contract for the supplying of firm power. Bonne- 
ville has a similar tie with British Columbia for the same purpose. 

Since no firm power is involved in this exchange agreement and it only covers 
a supply of available excess power in the summer months, no contractual arrange- 
ments could be developed in caring for the load of your cooperative. 

Sincerely yours, 

WILLIAM A. PEARL, Administrator. 


EXHIBIT E 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
30ONNEVILLE POWER ADMINISTRATOR, 
Portland, Oreg., April 11, 1954 
Mr. P. E. SHANE, 
Manager, Raft River Rural Electric Cooperative,. Inc., 
Malta, Idaho. 

Dear Mr. SHANE: We have your letter of April 6 and note with interest your 
intention of attending the Northwest Power Association meeting in Eugene. 

Unfortunately it will be necessary for some of our staff to be in Washington 
for budget hearings before the Congress so it is very possible that I will not be 
there or be available in Portland to meet with you in line with your letter. How- 
ever, Mr. Byron Price, our Assistant Administrator, will be available and also Mr. 
Bernard Goldhammer who is Chief of our Branch of Customer Service and Power 
Requirements. 

In line with your request, I am attaching a copy of the exchange agreement 
with the Idaho Power Co. and aiso a copy of our wholesale power rate schedule 
E+4, which is the schedule under which the majority of our REA cooperatives 
receive power from Bonneville. 

Your letter refers to our general program with REA cooperatives in western 
Montana, and I would advise that Bonneville serves four of them. Rather than 
build our own facilities to serve this area, we have made arrangements for them 
to receive service through the facilities of the Montana Power Co. 

Inasmuch as western Montana is within the service area of the Bonneville 
Power Administration and also due to the reservation for power from the Hungry 
Horse plant for serving customers in Montana, these arrangements were worked 
out to the satisfaction of all parties concerned. 

In southern Idaho, however, the situation is somewhat different since it is not 
in the service area of the Bonneville Power Administration nor do we have any 
transmission lines. 

You raise the question of the relationship between the Bureau of Reclamation 
and BPA, and I would advise that under the Bonneville Act we have the respon- 
sibility of wholesaling power from reclamation projects within our service area. 
We also have the responsibility for using our transmission facilities to transmit 
certain reserve power from Grand Coulee to specific reclamation projects au- 
thorized by law for which a charge is made by BPA. 

This letter briefly answers some of the points mentioned in your letter of April 
6G, and Messrs. Price and Goldhammer will be happy to discuss any further details 
with you when you are in Oregon later in April. 

Sincerely yours, 
WILLIAM A, PEARL, Administrator. 


Mr. Austin. I would like to ask one inal que tion of you. 
Are vou familiar with a little booklet called Estimated Potential 


Electric Power Requirements of the Snake Basin Area, put out by the 
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United States Department of the Interior, Bonneville Power Admin- 
istration, in January 1952 

Mr. Peart. I have seen the booklet. 

Mr. Austin. We have only the one copy here. 


Mr. Peart. That is 1952? 

Mr. Austtn. 1952. It is before your time? 

Mr. Pearu. Yes. 

Mr. Austin. My only purpose in calling it to your attention is to 


ask you, isn’t it true that Bonneville Power Administration has al- 
ways consider ‘ed southern Idaho, except that portion of it perhaps 
right i in the southeast corner served by the Utah Power & Light Co., 
as part of the overall Bonneville area? 

Mr. Peart. No, I don’t think that is true. I tried to check that. 
and I found the last executive order that was issued by Secretary 
Chapman when he was in office, stipulated the marketing area of 
Bonneville to be Oregon, Washington, northern Idaho, and the part 


of Montana west of the Continental Divide. Now, that is the latest 
one that I could find, and there has been no other executive order 
stipulating our marketing area that I know of since then. 

Mr. Austin. What is the number on that order? Do you happen 


to know offhand? 
Mr. Pearn. I can get that for you. Ican’t tell you. I looked it up 


in Portland before I came, in case the question came up of our market- 
ing area. 
(The information referred to is as follows :) 


The Secretary of the Interior administratively has imposed territorial limita- 
tions on the Bonneville Power Administration marketing area. By memorandums 
dated August 8 and August 15, 1950, respectively, the Secretary established the 
Continental Divide, with respect to the Columbia and Missouri River Basins in 
Montana, and the California-Oregon border, with respect to the Pacifie North- 
west and Central Valley project, as the division points for the power marketing 
responsibilities of Bonneville Power Administration and the Commissioner of 
Reclamation. Copies of these memorandums are attached. 

Power projects in southern Idaho are reclamation projects, and the power 
therefrom has been marketed by the Commissioner of Reclamation. By memo- 
randum dated September 25, 1950, the Secretary directed the Bonneville Power 
Administrator and the Commissioner of Reclamation to undertake and complete 
arrangements necessary for the transfer of the power marketing responsibilities 
in the southern Idaho area from the Bureau of Reclamation to the Bonneville 
Power Administration, the transfer to be made in accordance with a number of 
specified principles. Negotiations for the preparation of the necessary order 
were carried on by the two agencies during the remainder of 1950, all of 1951 
and into 1952. However, the order was never executed by the Secretary. The 
only instance in which the Secretary did designate the Bonneville Power Ad- 
ministrator as the representative of the Department in that area was in connec- 
tion with discussions relating to the supplying of power for phosphate develop- 
ment. These discussions were based on the expectation that power would become 
available from the Hells Canyon project. That designation was by memorandum 
dated March 31, 1952, a copy of which is attached. 


THE SECRETARY OF THE INTERIOR, 
Washington, August 8, 1950. 
Memorandum to: Commissioner of Reclamation, Administrator, Bonneville 
Power Administration. 
From: The Secretary. 
Subject : Establishment of the Continental Divide as the division between Bonne- 
ville Power Administration and the Bureau of Reclamation for marketing of 
Columbia and Missouri Basin power respectively, in Montana. 


$y definition, the Continental Divide is the division between the Columbia 
and Missouri River Basins. The Bonneville Power Administration and the 
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Bureau of Reclamation, respectively, have responsibilities for power marketing 
in these two basins. The Continental Divide, therefore, will be the division 
between the areas of your respective power marketing responsibilities in Montana. 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


AvuausT 15, 1950. 

Memorandum to: Commissioner of Reclamation, Administrator, Bonneville 
Power Administration. 

From: The Secretary. 

Subject: Establishment of the California-Oregon border as the division be- 
tween the marketing areas of the Bonneville Power Administration and 
the Central Valley project, Bureau of Reclamation. 

The Bonneville Power Administration has responsibility for power marketing 
in the Pacific Northwest region and the Bureau of Reclamation has power mar- 
keting responsibility for the Central Valley project in California. The California- 
Oregon State line will therefore be the division point between the areas of your 
respective power marketing responsibilities. 

Neither agency will market power to a third party for use in the power mar- 
keting area of the other agency except by mutual consent. 

The marketing of power to be produced at future projects on the Klamath 
River will be the responsibility of the Bureau of Reclamation 

Oscar L. CHAPMAN, 
Secre tary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 21, 1952. 
Memorandum to: Administrator, Bonneville Power Administration. 
From: Secretary of the Interior. 
Subject: Designation of Southeastern Idaho as marketing area for the Bonneville 
Power Administration. 

The Bonneville Power Administration is hereby designated to represent the 
Department of the Interior in any discussions relating to the supplying of power 
for phosphate development in the State of Idaho. In such discussions assurance 
can be given that when power becomes available from Hells Canyon project power 
will be supplied for phosphate development in southern Idaho at the same rate as 
in the Columbia Basin generally, unless otherwise required by law. 

Oscar L. CHAPMAN, 
Secretary of the Interior. 


Mr. Austin. In any event, this study put out by Bonneville is a 
study on only the portion of southern Idaho, isn’t it ¢ 

Mr. Peart. I am not raising a question regarding that, I was only 
trying for my own information to find out what the Department of 
Interior considered as our marketing area. 

Mr. Austin. I have no further questions. 

Mr. Cuuporr. Do you have any questions, Mr. Dawson‘ 

Mr. Dawson. No. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. I would like to ask this, Dr. Pearl: What proportion of 
vour total capacity is involved in these long-term contracts with in- 
dustrial users that were executed years ago? 

Mr. Pearn. Well, our annual report gives those figures. I can give 
them to you relatively accurately from our last report. The alumi- 
num industry, dollarwise, consumes about 35 percent of our power. 
Our other industries, 11 percent. The publicly owned utilities, 32.84 
percent. Private, 17.39 percent. Then there are other small uses that 


amount to 2.63. 
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So the answer is, the aluminum companies consume, dollarwise, 
about a third of our power. 

Mr. Jonas. And the other industrial users, 11 percent. If you add 
35 and 11, that makes about 46 percent of your total. 

Mr. Peart. Yes. If you want that a little more accurate, it is 35.18 
and 11.96. In other words, that would turn out to be just a little over 
47 percent. 

Mr. Jonas. Those are contracts that were of the long-term dura- 
tion ¢ 

Mr. Pearu. Yes, 20-year contracts. 

Mr. Jonas. And they were contracts in existence when you became 
Administrator ¢ 

Mr. Pearu. That is right. 

Mr. Jonas. Executed under the last administration ? 

Mr. Pear. Yes. 

Mr. Jonas. They are firm contracts that call for the delivery of 
specified amounts of power over that period of time ? 

Mr. Peart. This represents the amount of power they took that 
is composed of both firm and interruptible, that is the sum of the 
two. 

Mr. Jonas. I mean, the contracts do provide for the delivery of 
firm power over the period of the contract 

Mr. Peary. Yes, they do. 

Mr. Jonas. Now, the preference-customer contracts that were in 
existence when you came to the Administration were what I have 
referred to earlier as open-end contracts ? 

Mr. Pear. Yes. 

Mr. Jonas. The Administration had obligated itself to supply their 
full requirements, whatever they might be. Then the third type of 
contract was with the private utilities ¢ 

Mr. Praru. Yes. 

Mr. Jonas. And the act itself requires that in the sale of power to 
private utilities, withdrawal clauses must be inserted ? 

Mr. Peart. That is correct. 

Mr. Jonas. And all those contracts have withdrawal clauses? 

Mr. Peart. They all have withdrawal clauses. 

Mr. Jonas. Now, this intertie contract to which testimony has been 
given this afternoon is cancelable, you say ? 

Mr. Peart. That is correct. 

Mr. Jonas. At the option of either party ? 

Mr. Pear. Either party. 

Mr. Jonas. At any time the contract is deemed undesirable from 
the standpoint of the Government, do you have the right to cancel it’ 

Mr. Praru. Yes. 

Mr. Jonas. All right. 

Mr. Austin. I believe that needs some clarification. 

What are the terms of cancellation ¢ 

Mr. Peart. Perhaps you have the same thing in mind that I have, 
and that is that there is a 5-year period after which it can be canceled 
in a year. 

Mr. Austin. How many years’ notice? 

Mr. Pear. After 5 years. 

Mr. Austin. After 5 years it takes 3 years’ notice to cancel it? 
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Mr. Peart. I think it is 1 year. I would have to check it. 

Mr. Austin. You may be correct. 

Mr. Pearw. I think it is 1 year. 

Mr. Dawson. You spoke of the disposition dollarwise. What is the 
total capacity ? 

Mr. Peart. In kilowatts? 

Mr. Dawson. Yes. 

Mr. Peary. The total firm and interruptible is 1,621,700 kilowatts. 

Mr. Dawson. And of that, how much goes to your preferred 
customers ¢ 

Mr. Peart. This is to industries; that is what I thought you were 
asking about. 

Mr. Dawson. I will ask about industries. How much of that goes 
to industries—-no, I say, what is your total capacity of your operation? 
Three hundred million, I believe, was the one you spoke of. 

Mr. Peart. If you wanted to know it on the basis of kilowatt-hours, 
I can give you that. Last year we sold over 20 billion kilowatt-hours. 

Mr. Dawson. The question I asked was your total capacity. 

Mr. Peart. Do you want it in kilowatt-hours ¢ 

Mr. Dawson. Yes, please. 

Mr. Peart. If you want it in kilowatt-hours, there were sold last 
your—= 

Mr. Dawson. I didn’t ask you what was sold. What is the total 
capacity ¢ 

Mr. Peart. We stipulate on the basis of what is made available 
to us to sell. 

Mr. Dawson. The testimony about the other project was that they 
produced 300 million kilowatt-hours, a certain percentage of that 
went to prefer ‘ed customers at a certain price, a certain percentage 
of it went to the power company at a different price, and I just want 
to know what percentage of yours is going that way. 

Mr. Peart. When you say what power did we have available to 
se] ]—— 

Mr. Dawson. I did not ask you that. 

I will ask you that question. What power do you have available 
to sell? 

Mr. Pear. 21,195,183,000 kilowatt-hours. 

Mr. Dawson. Out of that 20 billion, how much of it is being used 
by preferred customers, sold to preferred customers ? 

Mr. Peart. Approximately one-third. 

Mr. Dawson. And how much of it goes to industry ? 

Mr. Peart. Just—let’s call it half, approximately one-half. 

Mr. Dawson. One-half of what? 

Mr. Peart. Of that energy. 

Mr. Dawson. How much goes to the power companies ? 

Mr. Pearu. Seventeen percent of that, about 17 percent; it won’t 
come out exact, 

Mr. Dawson. Seventeen percent of the 20? 

Mr. Peart. Yes. 

Mr. Dawson. What is the price of the 17 percent to the power 
companies ? 

Mr. Peart. Our base rate for firm power is $17.50 per kilowatt-year 
or 2 mills per kilowatt-hour at 100 percent load factor. 
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Mr. Dawson. Is that what you charged? You didn’t charge the 
power companies that? 

Mr. Peart. Yes, that is what we charge everybody. 

Mr. Dawson. How much dump did you sell to the power companies / 

Mr. Peart. I can’t answer that question. We stipulate how much 
firm power they can have. 

Mr. Dawson. And what did you do with your dump? You sell 
them the dump, don’t you ¢ 

Mr. Pear. Yes, we sell dump to anyone, but the dump is not sold 
on a contract, you know. 

Mr. Dawson. About how much of your total output goes to them 
as dump? I want to find out how much you have been selling, and 
what price you are selling it for. 

Mr. Cuuporr. I am under the impression that you are required to 
prepare this information and give a yearly report and break it down. 

Mr. Peart. Now, any figures that you want, we have no secrets, 
and I will be glad to get any of them. I am a little hesitant to guess 
at figures. 

Mr. Dawson. I can appreciate that. 

Mr. Peart. You see, these figures, with all of these customers and 
these billing points, it is not too easy to remember all of them. 

Mr. Dawson. At what rate did you sell it? What did you charge 
them for dump? 

Mr. Peart. Our dump power sells for 214 mills per kilowatt-hour; 
that is according to our rate schedule. 

Mr. Dawson. Is your rate schedule different from the rate schedule 
down at the other project, do you know? 

Mr. Peart. Which project are you referring to? 

Mr. Dawson. Minidoka. 

Mr. Peart. Yes. There is no relation between them. The rates are 
different, that is the answer. 

Mr. Dawson. Thank you. 

You will give us that information ? 

Mr. Peart. Now, you would like to know how much dump power 
we sell to the private utilities ? 

Mr. Dawson. When you say “private utilities,” are you talking 
about the industrial ? 

Mr. Pear. No. 

Mr. Dawson. I want to know how much you furnished them and 
what they paid you for it. 

Mr. Peart. You want to know it in dollars? 

Mr. Dawson. No. 

Mr. Peart. On a millage basis? 

Mr. Dawson. That is right. 

Mr. Pear. O. K.; I will be glad to get you that information. 

(The information referred to is as follows :) 

BPA sells secondary power to distributors and industries. The distributors 
purchase dump and pay 2.5 mills a kilowatt-hour. Industries purchase secondary 
on a kilowatt-month basis paying $1.46 a kilowatt-month which at 100 percent 
load factor averages 2 mills a kilowatt-hour. Sales of secondary energy by 
class of customer for the fiscal year 1955 are as follows: 
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Salae (Irilo- Average cost 
Class of customer ‘ i} am 
watt-hour 


Industries Gedarsecwensecdcaeeseseseesecacens : 4 3, 391, 200, 000 
Dials NS decks cndkehteciaaecece mae : 933, 609, 000 
Public agencies............-- eues alae atiyied : 156, 250, 000 
Paderel MEIOcsnccngacecitmaanenesass - 34, 013, 000 


Total ahdaa hati ekabpeataeditaieaa 4, 515, 072, 000 


Mr. Dawson. Thank you. 

Mr. Cuuporr. If there are no further questions, thank you very 
much, Dr. Pearl. 

Now, will Mr. Aandahl please come up and take the witness stand. 


FURTHER STATEMENT OF FRED G. AANDAHL, ASSISTANT SECRE- 
TARY, DEPARTMENT OF THE INTERIOR 


Mr. Cuuporr. Mr. Aandahl, I believe at some time during the pro- 
ceedings—I guess it was yesterday—you requested an opportunity 
to put a statement in the record. 

Mr. AanDAHL. That is correct, sir. 

Mr. Cuvuporr. And I told you that when we recalled you, you would 
have that opportunity. So if you want to do that at this time, I think 
you can start right now. 

Mr. AAnpDAHL. Mr. Chairman, your statement of October 12, before 
this committee requires specific reply from me. 

It reflects on the intent of Congress by quoting House Report No. 16 


of the 64th Congress, Ist session, 1916. This report pinpoints the 
prior neglect of Congress in legislation for the — of natural 


resources which is not now a point of dispute. Your statement, how- 
ever, says little about the remedies that have been established. One 
could easily infer that you feel that Federal ownership of water proj- 
ects is the only answer. 

I wish to call to your attention the Federal Water Power Act ap- 
proved June 20, 1920, and title 2 of the Public U tility Act of 1935 
approved August 26, 1935. In the latter legislation the original Fed- 
eral Water Power Act was made part 1 of the Federal Power Act and 
parts 2 and 3 were added. Part 2 vests in the Federal Power Commis- 
sion jurisdiction over the interestate transmission of electric energy 
and public utility companies engaged therein. Part 3 relates to suc h 
companies and to licenses and carries administrative and procedural 
provisions of the Federal Power Act. Under this act in the ensuing 
years many non-Federal entities have been licensed to build major 
a and generate electric power from the water resources of the river. 

[ also want to call your attention to the recent partnership legisla- 
tion enacted by the Congress. In 1953 there were the acts rel: iting to 
Markham Ferry in Oki ahoma, Priest Rapids in Washington, and 
Coosa River in Alabama, under which entities other than the Federal 
Government were given the responsibility of developing the power 
resources and marketing that power to the people in the area. From 
1906 up to 1951, 27 other projects built either by the Corps of Engi- 
neers or the Bureau of Reclamation provided for power development 
and sale of power by entities other than the Federal Government. 
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Congress is properly establishing rules and regulations for the 
conservation and wise use of these natural resources and placing 
limitations upon the way in which they may be used to protect the 
national interest, but it has not abandoned the historic American 
concept of making the resources of the country available to the 
people through private enterprise processing. During the years in 
the field of water development, particularly in multipurpose dams 
that are beyond the capability of local people, the Federal Govern- 
ment has properly taken a large role in the construction work. The 
Department of the Interior in promoting the partnership approach 
to resource development is in full harmony with the acts of Congress 
and the thinking of Congress as it has been expressed in those acts 
through the years. 

You also reflect on the Attorney General’s opinion of July 15 
relative to the contract proposals in connection with the sale of Clark 
Hill power in the State of Georgia. We have followed the opinion 
of the Attorney General, and the tricontract, while still a possibility, 
will not be signed unless the circumstances under whieh the opinion 
was written are changed to meet the conditions of the opinion. The 
opinion establishes a selection between two contract offers that were 
before the Department of the Interior. It does not exclude other 
types of contracts which would meet the conditions that prevail in 
the substantive information supporting the opinion of the Attorney 
General. 

In the second paragraph of the opinion the Attorney General 
states that his opinion is directed only to the legal question. He 
states, “I have not considered either the wisdom or expediency of 
the contract as such, which are matters solely for your decision. 
We are now studying the wisdom and the expediency y of the contract 
proposal that was given favor in the opinion as well as two other 
proposals that will meet the same objective. It now appears that 
the basic principles of a modified wheeling contract, which you have 
in preliminary draft form, will best meet the the circumstances with 
which we have to deal in the sale of the Clark Hill power in the 
State of Georgia. 

At this time the Department is in no way attempting to either 
approve or disapprove of the detailed provisions in that draft form 
of contract. Those matters will be the subject of conference dis- 
cussion in my office on October 21. 

It must be recognized that there has been a deadlock in Georgia 
that has been most difficult to solve. It started several years before 
this administration came into office and had reached no degree of 
solution when we arrived. We are all disturbed by the delays that 
have taken place, but we are working diligently for a satisfactory 
final solution. The implications and the direct charges in your above 
referred to statement are without justification by “either the facts 
or the spirit of what is being done. 

Mr. Cuuvorr. Do you have questions, Mr. Dawson ? 

Mr. Dawson. I would like to ask this question. This entire pro- 
gram is set up, you say, by act of Congress ? 

Mr. AAnDAHL. Which program ? 

Mr. Dawson, All of the Federal Government programs. 

Mr. AAnDAut. Yes; that is correct. 
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Mr. Dawson. And most certainly legislation has been asked for 
and approved, giving private organizations or private companies 
or States the right to build, and they have gotten help from the 
Federal Gover nment. and the Congress has done that ? 

Mr. AANDAHL. That is correct. 

Mr. Dawson. Demonstrating the power that is in Congress to do it ¢ 

Mr. Aanpanu. That is correct. 

Mr. Dawson. Then why is it that TVA is socialistic? When did 
Congress become socialistic-minded? Under what interpretation do 
you hold that the TV A is socialistic ? 

’ Mr. Aannaui. I think it is correct to say that all through our 
American system of government there are touches of socialism. And 
| think of socialism as any venture on the part of any unit of the 
Government in a business enterprise. 

Mr. Dawson. But if Congress does it, it becomes your duty, as 
Administrator, to carry it out / 

Mr. AANDAHL. Without any question at all. The only thing that 1 
was doing in making that statement was earmarking and specifically 
stating what we were doing. 

Mr. Dawson. The Attorney General told you in his opinion that 
under the circumstances that then existed, as far as that private con- 
tract was concerned, that you had no choice but to deal with the prefer- 
ence customers. You didn’t do that. You haven't done that yet. 
You withheld that knowledge. You are still trying to attempt to 
make them do business with this power company under terms dictated 
by you, just as you have done out in Colorado, in the Colorado-Ute 
setup, When those people had what they called a shotgun wedding: in 
order to get any support from you at all they had to sign that contract. 

Now, I see nothing in this explanation that would change the pattern 
at all from the effort that you seem to be making: instead of carrying 
out the objectives of the Congress to give preference customers the 
benefit of improvements, you are doing everything in your power, 
under your belief that such a thing is socialistic, to try to make them 
do business with private industry in order to carry out your personal 
theories of government. 

Mr. AANDAHL. Your statement, of Course, involves quite a number of 
questions. In the case of the Attorney General’s opinion, two possible 
contracts are compared, and his concluding paragraph is that, with 
those two possible contracts before us we cannot sign the tricontract. 

Mr. Dawson. That is not what I deduced from his opinion. Cer- 
tainly, two contracts were before you. One of them was by the coop- 
eratives, that they will buy all of the power. And he told you that 
under those circumstances under the law you had no other alternative 
except to deal with them and to give them the power after establishing 
what was a reasonable time in which to « omply, You didn’t do it; you 
didn’t tell them; you did tell the Georgia Power Co., but you kept it 
secret to yourself in an effort to force them into a position where they 
would have to take the tricontract or a similar contract. 

And your wheeling agreement that you now seek to make, you added 
something that the Georgia Power Co. had not had before, the limita- 
tion on 150 miles instead of the limitation on area served by them. 

But you presented that, which was worse than anything, and told 
them the tricontract is still available. 


71597—56——107 
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Now, if you can explain it, you can add more light than I have beer 
able to find by any explanation brought forth up to date. 

Mr. Aanpanu. Mr. Congressman, again there are many a 
raised in the statement that you make. If you wish, I w ill take just ; 
few minutes and go through the things that have taken place, and give 
you my point of view on it. It will take a few minutes to do that. 
But you have asked a multitude of questions which can be answered 
only in that way. 

Mr. Dawson. I attempted to make a statement of fact up to date. 

Mr. Aanpau. How is that? 

Mr. Dawson. I attempted to state the situation up to date, in my 
judgment, and that is more than I imply from your attitude in the 
Colorado-Ute situation and in the Bonneville situation, and it is borne 
out by the 

Mr. Aanpant. I think it would be well if we can stick to this one 
Georgia situation and try to get our thinking pinpointed, and out- 
line my point of view. And I would be very glad to take just a fey 
minutes and go through there, outlining my point of view. 

Mr. Dawson. You and I have different points of view, but in the 
position you hold, you are duty bound to try to carry out the pro- 
gram according to the wishes of Congress as set forth in legislation 
passed, setting ‘this whole thing up. 

Mr. Aanpanv. And that is what we are doing. 

Mr. Dawson. And the Attorney General told you that in the Geor- 
gia situation where, on the one hand, you had the tricontract that the 
company wanted, and, on the other hand, this offer from the coopera- 
tives, that you are duty bound to accept the latter, why did you keep 
this secret ? 

Mr. Aanpanu. Do you want me to answer the question of secrecy ! 
You are asking a dozen questions. If you will pinpoint one question, 
I will give you | the answer to that question. 

Mr. Cuvporr. I think that would be a good thing for you to tell us. 
why you kept this secret, even from Mr. Leavy, your Administrator. 
You sat down at the table with him and the co-ops, and tried to get 
the co-ops to sign a contract with the Georgia Power Co., involving 
the Georgia Power Co., and didn’t even tell Mr. Leavy that an opinion 
was in your possession ? 

Mr. Aanpaut. I will answer that question. 

Mr. Cuuporr. I think everybody in the country would like to get 
that answer. 

Mr. Aanpant. I would be very glad to answer that question. The 
Department of the Interior is constantly getting legal opinions from 
the office of its own Solicitor, from the Office of the Comptroller, and 
occasionally from the office of the Attorney General. 

Those opinions, from whichever source they may happen to come. 
fall into two categories. One category deals with ‘broad policy mat 
ters. And an opinion, from no matter what source it might be, that 
deals with broad policy matters is either received in numerous copies 
or is reproduced in our office and made available to staff people who 
are affected by the legal opinion. There is no general distribution 
other than that, except in . case of Solicitor’s opinions that fall in 
that category, and the Solicitor’s opinions that fall in that category. 
periodically, every 2 or 3 months, or whatever the period may be, are 
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bound in volume form and, of course, are made available in that form 
to our staff people. There is some other distribution outside of that. 

Now, then, there is another group of opinions that comes from all 
three of these sources, and they are opinions that deal with a special 
contract or deal with a special case that is under consideration. And 
when those opinions come, they are referred to the officials that have 
mmediate responsibility of handling that particular transaction. 
There is no reproduction of them, there is no general distribution of 
them. 

The Attorney General’s opinion on the Clark Hill contract falls 
into that category. And, in the Department of Interior we followed 
no different procedure in handling that than we do generally in han 
dling opinions of that kind. The opinion was made available to me 
and made available to several other folks in the Washington office of 
the Department of Interior. 

| would like to further add that in its original negotiation prior to 
1953, when I came into office, the tricontract was negotiated in the 
Washington office; it was never negotiated in Mr. Leavy’s office in 
Ie lberton. 

When I came into office. we reviewed it and we negotiated it. We 
made quite a few changes in detail, but in basic principle it continued 
the same. 

So this particular contract which was the subject of the Attorney 
Gener: . s opinion, was something that just be longed to the Secretary's 
office in Washington as far as negotiation was concerned, and the 
aan was available to us who had that responsibility. 

We had previously decided not to move aggressively on the tricon 
tract arrangement. We had put it on the shelf. We were working 
on two other arrangements for disposing of Clark Hill power. And 
the opinion itself, as far as general use, was moot at that time. 

Mr. Dawson. Who else besides you got a copy of that opinion 

Mr. Aanpaut. The opinion was available to the Interior Secre 
tariat, which is made up of the Secretary, the Under Secretary, four 
Assistant Secretaries, and the Solicitor of the Department. 

Mr. Dawson. Did the Secretary get a copy of that opinion / 

Mr. Aanpan. I don’t think that the Secretary kept a copy in his 
desk, but it was talked about at staff meetings. and the folks that I have 
mentioned were all aware of the opinion, and were aware of the con 
tents of the opinion. 

Mr. Dawson. Why did you have Mr. Leavy, then. make these nego- 
tiations, knowing that that tricontract was not available, that under 
the circumstances you had no choice / 

Mr. AANpDAHL, Mr. Leavy’s negotiations were entirely on a modified 
wheeling contract. At the time that the draft form of the modified 
wheeling contract was made available to the preference customers and 
to others in the Georgia area, we sent a letter of transmittal 

Mr. Dawson. Isn't it Mr. Leavy’s duty to dispose of the marketable 
power of this Clark Hill inst: allation ‘ 

Mr. AAnpAHL. It is Interior’s responsibility. 

Mr. Dawson. But you set the policy; it is his duty to administer it, 
but you set the policy ? 

Mr. AANDAHL. Yes. 

Mr. Dawson. And you didn't tell him, to guide him in his negotia- 
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Mr. AanDAnu. His negotiations did not deal with the tricontract 
which was the object of the Attorney General's opinion. 

Mr. Dawson. His negotiations dealt with the contract, because |\e 
stated in there that it was still available, and he showed you the letter 
and you knew about it before it went out, and at that time you didn't 
tell him? 

Mr. Aanpanu. In fact, I was in Elberton the day the letter was 
drafted, and Chuck Leavy and a couple of the other staff people sat 
around the table and drafted it together. It is the joint product of 
our thinking. 

Mr. Dawson. You didn’t tell him even then that the Attorney Gen- 
eral had told you that in the situation that involved the desire of these 
cooperatives to buy all the power and the desire of the company to 
have this tricontract, you didn’t tell him then that in that situation that 
the Attorney General’s opinion told you that you had no preference 
except to take up the offer of the cooperatives ? 

Mr. Aanpaut. I am confident that there is no question but what 
the tricontract can be used if the Georgia Electric Membership de 
sires it. 

Mr. Dawson. They don’t want it--they have told you so—the) 
don’t want it, they want to buy all the power. You are trying to make 
them take that tricontract, or you are trying to make them sign thi 
other agreement, this wheeling agreement. You are using all t 
power of your office to do it. 

Mr. Aanpanu. We are in no way trying to pressure them to take 
the tricontract, but we have told them that the tricontract is available, 
if the cooperatives in Georgia care for the tricontract. 

Mr. Dawson. They don’t care for it—— 

Mr. AanpAnL. Yes; I realize that. 

Mr. Dawson. Then why try to force them to sign something that 
you know they don’t want? It is just another shotgun wedding, your 
trying to force them into it, something like you did to the people out in 
Colorado. 

Mr. Aanpauu. Just a moment. I have no relationship with the 
thing you-are talking about in Colorado; I don’t think there is any- 
thing wrong with what was done out there, but it is in no way asso- 
ciated with what I am doing. 

Mr. Jonas. That is an REA matter. 

Mr. Dawson. It is a thing that was run through on a new policy. 
Mr. Aanpanut. The tricontract, as far as the Interior is concerned, 
still available, and if the Georgia Electric Membership Corp. shou! d 

decide that they want it—w hich I don’t think they will—— 

Mr. Dawson. I don’t doubt it. 

Mr. Aanpaut (continuing). But if they should decide that they 
wanted it and would withdraw their offer of the contract for wie e ise 
and would agree to sign the contracts that are associated with it, 
still available. 

Mr. Dawson. That is true, if they will «lo all these things that the) 
don’t want to do and you w ant them to do. 

Mr. Aanpant. And that is all that is inferred in the letter of trans 
mittal. 

Mr. Cuuporr. Mr. Aandahl, you have »:0 objection to them taking 
what they call is a bad deal, that bad deal is av: ailable any time they 
want to go along with it; that is what you are trying to tell us? 
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Mr. Aanpann. It happens that the tricontract is a very good deal. 

Vir. Dawson. They don’t think so. 

Mr. Cuuporr. They don’t think so.. And in view of the Attorney 
General’s opinion, do you think any lawyer would advise them to 

on 1t$ 

\fr. AANDAHL. No. 

ao Cuuporr. I just happened to pick up your statement that you 

us on October 11 when we had this first hearing. I wonder how 
ou can explain this statement, in view of what has developed here. 
‘This is on page 11: 

During the two and a half years that I have been with the Department of 
Interior, Secretary McKay has taken a strong position that all contract proposals 

r the sale of power which involved the determination of controversial ques- 
tions be given ample publicity and full time for review by all the interested 
groups before they are signed. 

How can you justify this statement, in view of the fact that the 
co-op said they didn’t know anything about the Attorney General’s 
opinion, and even Mr. Leavy says that he didn’t know any thing about 
the Attorney General’s opinion ? 

Mr. AANDAHL. Just a moment 

Mr. Cuuporr. Have you brought everything into the open, as you 
set forth in your statement ? 

Mr. AANDAHL. Just a moment. The Attorney General's opinion is 
not a part of any of those contracts. The tricontract has been repro- 
duced and has been circulated among anyone that wants it. The modi- 
tied wheeling contract has been reproduc ed and has been mailed out 
to all preference customers in Georgia, and anyone else who wants it. 

Mr. Dawson. Sure, we believe that. 

Mr. Cuuporr. You are not answering the question. First of all, 
vou are talking all around the question. And, secondly, you testified 
vourself that the tricontract was shelved back some time in 1954. 

Mr. AanpauL. That is correct. 

Mr. Cruporr. It was shelved in 1954, and then held illegal by the 
\ttorney General in 1955, and you are still trying to ram it down the 
throat of the co-ops; isn’t that true? 

Mr. AANDAHL. We are not trying to ram it down anyone's throat. 
but it isa good arrangement, and it is available if they should decide 
they want it. , 

Mr. Cuuporr. That is only your opinion. They don’t want it, they 
think it is a bad art ‘angement, and they are not going to sign it, and 
you are trying to make them sign it. 

Mr. Aanpaun. We are not try ing to force them to sign it at all. 
Mr. Dawson. And he is not going to do any business with them if 
‘lev don’t sign it; they are not going to get any power. 

\fr. Jonas. I hesitate to make this suggestion, but I believe that we 

ll get along faster if one member of the committee would ask a 
question and then let the witness answer the question, and not get into 
‘running debate with him, because we are scheduled to leave here in 
> minutes. 

{ offer that in the best of spirit. 

Mr. Cuuporr. All right. 

Mr. Dawson, do you have any further questions? 

Mr Dawson. I have none. 

Mr. Cuvporr. Mr. Austin? 
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Mr. Austin. No, sir. 

Mr. Cuvporr. I have no further questions. 

Thank you, Mr. Aandahl. 

Today’s hearing winds up any further investigations, as far as 
power is concerned, by this subcommittee this year. There are a num- 
ber of other phases of the power problem that we may investigate, 
and that will be done after Congress convenes in January. 

And with that, | would like to read a closing statement into the 
record. And 1] presume you have one also, Mr. Jonas? 

Mr. Jonas. Yes: I would like to make one. 

Mr. Cuuporr. From 1879 when the first Federal power project was 
authorized, until 1902, the date of the first Reclamation Act, Congress 
and the American people paid little attention to a sound conservation 
policy that was designed to safeguard our Federal natural resources, 
and their wise conservation and utilization, for the benefit of all the 
people and not for the exploitation by a few. 

Since 1902, and for a generation thereafter, Congress took vigorous 
steps to prevent the plundering of our Federal resources. “Con- 
servation” was the term used to describe this new congressional pol- 
icy. It was a long and bitter struggle. A whole generation of wise 
laws, and the immeasurable contribution of these resources to our 
present national prosperity, are conclusive proof of the soundness 
of that congressional policy. 

From the clear evidence presented at these hearings thus far, we 
now find an entirely new kind of despoliation of our remaining Fed- 
eral natural resources. This is being done not only by monopolies, 
but by tax-paid public servants. We now learn that the present 
officials of the Department of the Interior have taken congressional 
law into their own hands, and interpreting it just as they please. 
They are sabotaging this whole generation of duly enacted Supreme 
Court approved congressional laws that were intended to protect 
the public. 

The intensity of the opposition that we have encountered in bring- 
ing out these facts shows plainly that the administration is squirming 
and flinching under the searching light of congressional inquiry that 
we are casting upon its machinations. 

The S Secretary ’s deliberate failure to reveal to the Georgia co- 
operatives the firm backing that the Attorney General had given their 
attempts to assert their statutory vein rights in my opinion 
demonstrates a set of moral standards far below those we expect of 
any public official. 

A similar situation exists in North Carolina where such cities as 
Rocky Mount and other preference customers have been begging for 
available but long overdue Federal power. 

We have also seen that the Federal Government is losing millions 
of dollars in power revenues while the Interior officials are attempting 
to promote their illegal schemes. 

In the Southwest we have found that 130,000 kilowatts of badly 
needed power are being withheld from the preference customers while 
the Interior officials dillydally about adding questionable clauses to 
the renewal contracts. Meanwhile other preference customers are 
being denied needed public power and are being forced into deals 
with the power companies. 

In the Northwest we have observed a policy of do-nothingism 
which can be explained only as being designed to wreck the F ederal 
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power program in that area. A valuable intertie between the vast 
Bon neville power system and the Reclamation network in Idaho has 
en thrown away. While these two systems could supply each other 
vith needed energy at their diverse peak seasons, this tiein has been 
enied. Both systems are weak and homes, farms, and industry are 
eft to suffer. Meanwhile, too, millions of kilowatts which could be 
sed to firm power in both systems are being sold to power companies 
and others as dump and secondary energy, costing the Government 
vain, hundreds of thousands if not millions of dollars. 

“De velopment has been deliberately stopped in the Northwest. In 
northern California, the local private utility is being permitted to 

siphon off firm preference power for itself by the simple device of re- 
fusing to wheel it. Vital appropriations are not requested there or 
elsewhere. The program, which has been so valuable and helpful to 
the country in peace and war, is recklessly branded as socialistic and 
s being killed administratively. Strangely enough, this is the exact 
method of attack advocated and put into effect by the Wall Street- 
owned private utility companies. 

The accuracy of these broad charges is attested to by the fact that 
their own Attorney General has warned them in the plainest terms, 
that the actions they are attempting would violate Federal laws. This 
opinion, of great signific ance to preference customers, was completely 
suppressed ‘by Secret: iy McKay and his subordinates and would 
never have been known if the subcommittee had not held these 
hearings. 

This violent opposition to exposure is no surprise. It is as old as 
the enactment of all major power legislation that was passed during 
our generation. The sponsors of that legislation—which has long 
since become a firm part of our conservation heritage—were branded 
by every conceivable epithet and ridicule. 

[ do not propose to dignify the baseless charges which have been 
uttered before your committee by a reply that ‘would lead us away 
from the painstaking investigation of facts that we are pursuing. 1 
do want to say, however, that the technical members of my staff, with- 
out exception, meet the highest professional standards of integrity 
and competence and are performing a tremendous public service by 
submitting the fact that expose the maladministration of the power 
policy of the Interior Department to the glaring light of day. ‘These 

splendid public servants need no defense. Their marvelous work 
a aks for itself. 

While the officials of the Department of the Interior were being 
brought to task, the Administrator of the Rural Electrification Ad- 
ministration, Mr. Ancher Nelsen, has been engaged in equally ques- 
tionable conduct. Although the REA act is perfectly clear, and 
xives him no such authority, gratuitously, he has taken upon himself 
some bludgeoning functions that are contrary to the letter, as well as 
the spirit, of the REA Act. 

On the one side, he has the power of life and death over REA gen- 
eration and transmission loans. This is an awesome power. REA 
co-ops cannot live without power. This is their lifeblood. Yet he 
will not approve loans for generating plants, unless private utilities 
are in on them. So, without any leg: al authority, he reads a “part- 
nership” policy into the generation provisions of the REA Act. The 
result is the REA co-ops are forced to accept many a contract that 
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they would have rejected if they were free bargaining agents. The 
REA Act does not require it. Nelsen does. 

Now, if one thing is clear, itis this. The REA Act offers no author- 
ity to Mr. Nelsen or any other REA official, to blackjack REA co-ops 
into private utility partnerships which they are convinced will be to 
their serious disadvantage. These co-ops are local, independent pri- 
vate corporations, and are free to get the best deal they can, or obtain 
a loan for a generating plant, as the REA Act requires. 

If Mr. Nelsen believes what he says, he should leave the REA co- 
operatives alone and cease to budgeon them into an unwilling part- 
nership with private utilities on wholesale power contracts or 
generation plants. As the law plainly implies, he should freely let 
them come to their own conclusion. Inthe administration of the REA 
Act, there is no place for forcing REA cooperatives to accept whole- 
sale power contracts and partnerships that they disapprove. 

Mr. Jonas? 

Mr. Jonas. This hearing is ending on the same partisan note that 
characterized its beginning. This is unfortunate because it destroys 
any opportunity the subcommittee had to be constructive. 

It is quite obvious from what has transpired during these hearings 
that those who have directed the activities of the subcommittee pre- 
judged the case. Staff members, who incidentally were all selected 
the majority without any consultation with the minority, assumed 
the role of prosecutors instead of investigators. All charges and 
complaints have been accepted at face value, and no effort has been 
made to verify them or obtain the other side of the story. 

As I look back over the course of the hearings, which began here 
in Washington in the spring and are now closing in Washington, with 
intervening stops at Springfield, Atlanta, Denver, Idaho Falls, and 
San Francisco, they appear to me to bear all the earmarks of an inquisi- 
tion instead of an investigation. 

The pattern was set before the hearings began. The investigation 
was decided upon, programed, and well under way before the minority 
members of the subconimittee knew that it was in contemplation. The 
chairman has repeatedly referred to complaints the subcommittee has 
received from the field. No such complaints have ever been presented 
to the subcommittee, and I have repeatedly and publicly asked to be 
permitted to review the file and inspect the complaints. This request 
has been met by the statement that I have the right to go to the 
subcommittee office and read anything there. The subcommittee has a 
number of staff members and an adequate clerical force, and it seems 
to me that I was justified in asking that one of the staff assemble 
the complaints and put them all in one folder so that I might have an 
opportunity just to read them and see what the complaints are and 
how widespread the alleged criticisms are. It now appears that if | 
am ever to ease who complained, or what the complaints consisted of, 
I am going to have to go to the subcommittee office and search throug! 
the voluminous files in order to discover them. 

Although we went to Springfield, Mo., to investigate the South- 
western Power Administration, the Administrator of that agency, 
who has been retained by the Eisenhower administration in the same 
position he occupied under the Truman administration, was not even 
advised that an investigation of his agency was under way, was not 
informed that a hearing would be held in Springfield, and was not in- 





COH- 
irt- 
or 
let 
HA 
le- 


hat 
oyS 


1’s 
re- 
ec] 
ed 
nd 
en, 


re 
th 
nd 


Sl- 


,CTS AND POLICIES OF DEPARTMENT OF INTERIOR AND REA 1685 


vited to testify or given an opportunity there to answer the sensational 
charges made against his administration by witnesses produced by the 
staff members of this subcommittee. Consequently, the charges made 
at Springfield were reported in the press and over the radio throughout 
the Southwest back in August. The Administrator of the Southwest- 
ern Power Administration demolished those charges in his testimony 
here in Washington last week. An objective investigation would 
have permitted him to do that in Springfield, where the charges were 
aired, 

We found at Idaho Falls that staff members of the subcommittee had 
been in Portland, Oreg., meeting with and interviewing witnesses who 
were presented at Idaho Falls or at San Francisco. Although these 
witnesses advanced charges against the Bonneville Power Administra- 
tion, the staff members did not even call on the Bonneville Administra- 
tor, although his office was located right in Portland, to give him an 
opportunity to present the other side or answer the charges, nor was 
he invited to testify at the Idaho Falls or San Francisco meetings. 

The same pattern was followed in Atlanta. We went there to in- 
vestigate the Southeastern Power Administration. The Administra- 
tor, who has been retained in his position by the Eisenhower admin- 
istration as a holdover, was not even notified by the subcommittee 
that a hearing would be held in Atlanta so he would have an oppor- 
tunity to listen to complaints about his administration. He was not 
interviewed by any member of the staff, nor was he invited to appear 
and hear the charges made or given an opportunity in Atlanta to 
answer those charges. 

The name of the Georgia Power Co. was injected into the hearings 
in Atlanta, and considerable criticism was advanced at the public 
hearing against that company. The president of the company for- 
mally requested an opportunity to appear and testify, but he was 
denied the right to do so by the chairman of the subcommittee, who 
informed him that he would be notified of the date of further hear- 
ings in Washington and would be given an opportunity to testify here. 
In pursuance of that promise, I made a motion yesterday that Mr. 
Branch be permitted to appear today and testify and give his com- 
pany’s side of this controversy. To my amazement the majority mem- 
bers of the subcommittee denied him that opportunity. This action is 
hard to justify, particularly in view of the promise made to Mr. 
Branch by the chairman of the subcommittee in his telegram dated 
August 29, 1955. 

An incident occurred in Denver which offers additional evidence 
that the subcommittee staff, under the direction of the chairman of the 
subcommittee, was interested only in hearing charges and complaints 
and was not at all interested in favorable comment: 

The president and manager of a G. and T. Cooperative in Colorado 
were present at the hearing upon the invitation of the Secretary of the 
State Association of Cooperatives. Although one of our staff mem- 
bers, Mr. H. Vance Austin, was on leave from the Colorado association 
and was acquainted with these two witnesses, he made no effort to 
present their views to the subcommittee It was only by accident that 
minority members of the subcommittee found out that they were 
ready to testify that they were entirely satisfied, and indeed very grati- 
fied, with the help the REA had rendered in enabling them to make 
a satisfactory partnership arrangement with the private utility oper- 
ating in their area. We were then allowed 7 minutes to hear them. 
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An impartial or objective investigator, seeking to ascertain the facts 
instead of to exploit charges, would have arranged for these gentle. 
men to testify. I can only conclude that the reason this was not done 
was because their testimony was favorable to the administration of 
REA, and it has been quite obvious that the subcommittee and the 
staff have not been interested in developing any testimony which js 
favorable to the department. 

I consider it unfortunate that the subcommittee has not seen fit to 
engage in an objective investigation. If it had done so, something con- 
structive might have come out of the hearings. Since that was not 
done, and since the obvious purpose of the majority has been to dis- 
credit the Interior Department and REA, any report the subcommit- 
tee makes will be suspect of having been inspired by political motives 6, 

Mr. Cuvporr. I am not going to burden this record by any furtl 
comment. I think it speaks for itself. 

And, I think that every question that Mr. Jonas raised today was 
raised at least once or twice or three times in the course of the 
hearings, and my answer to that is planted in the record. T am just 
going to make one short comment. 

First of all, it is true that the minority tried to set the rules of this 
investigation. Under the rules of the House, and under the rules of 
the committee. the majority sets the rules for the investigation. A} 
complainants were given an opportunity to be heard, and after their 
complaints were in, ‘then the Interior Department officials were given 
the right to present their side of the case, and that has been done. 

Also, it was almost impossible to get along with the Interior De- 
partment. The Secretary of the Interior, Mr. Me Kay, issued a gag 
order, he wrote a letter to every one of his administrators not to dare 
to talk to the investigators of this subcommittee staff and not to give 
them any information, and had they gone, they certainly wouldn't 
have gotten the information, because the gag order was there. And 
we have a copy of that gag order, and it is in the record, so I don't 
have to go into that. 

I simply want to say in closing that that door was open to all 
members of the minority at any time, anything that they requested 
they received. Asa matter of fact, a complete folder was prepared at 
the request of Mr. Hoffman, and Mr. Hoffman’s secretary was in the 
subcommittee office and made a complete copy of the folder of all of 
the complainants’ letters that we received. Nothing has been hidden 
and, silettenalale for the minority, a lot of things came to light that 
they didn’t like. 

And, I think that the hearings showed conclusively what the De- 
partment of Interior is trying to do to the preference customers under 
the various laws that gave them preference of the Congress. And I 
think those laws are being ignored, being run just the way the Sec re- 
tary of the Interior feels like running them for the benefit of t 
monopolies, the private power companies, against the best interests 
of the co-ops and the other preference customers. 

And with that, we will close the hearings until further call 
the chair, which will be some time after the first of January 1956, 
when we will go into further phases of the power problem. 

(Whereupon, at 3:30 p. m., the hearings were closed, as above 
noted. ) 
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